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PRELIMINARY OFFICIAL STATEMENT DATED _,2019
NEW ISSUE (BOOKENTRY ONLY) NOT RATED

In the opinion of Bond Counsel to the Authority, based on existing laws, regulations, rulings and court decisions and assuming,
among other matters, the accuracy of certain certifications and compliance with certain covenants, interest on the Series A
Bonds is excludable from gross income for federal income tax purposes. Interest on the Series A Bonds is not a specific
preference item for purposes of the federal individual and corporate alternative minimum taxes but such interest is included in
adjusted current earnings in computing the federal alternative minimum taxes imposed on certain corporations. Interest on the
Subordinate Series B Bonds is taxable as ordinary income for federal income tax purposes. Bond Counsel is also of the opinion
based on existing laws of the State of California as enacted and construed that interest on the Series A Bonds and the
Subordinate Series B Bonds is exempt from State of California personal income taxes. Bond Counsel expresses no opinion
regarding any other tax consequences relating to the ownership or disposition of, or the accrual or receipt of interest on, the
Bonds. See “TAX MATTERS” herein.

$ bx $ )
INDEPENDENT CITIES FINANCE AUTHORITY INDEPENDENT CITIES FINANCE AUTHORITY
MOBILE HOME PARK REVENUE BONDS MOBILE HOME PARK SUBORDINATE
(ROYAL YORK ESTATES) REVENUE BONDS
SERIES 2019A (ROYAL YORK ESTATES)
SERIES 2019B (FEDERALLY TAXABLE)
Dated: Date of Delivery Due: 15 and 15, as shown on inside page
The Bonds, defined below, are being issued pursuant to an Indenture oidatadtas of (the Olndenture0), between

the Independent Cities Finance Authority (the OAuthorityO) and U.S. Bank National Association, as trustee (the OFrastee0). T
Series A Bonds and the Subordinate Series B Bonds are being issued cdgcuitbnthe issuance of the $ i

Independent Cities Finance Authority Mobile Home Park Subordinate Revenue Bonds (Royal York Estates) Series 2019C (the
OSubordinate Series C BondsO). The Series A Bonds, the Subordinate Series B Bonds and the Subordinate Series C Bonds are
referred to heein as the OBonds.O The proceeds of the Series A Bonds and the Subordinate Series B Bonds are to be used to fund
a loan to American Dream Affordable Housing, Inc., a California nonprofit public benefit corporation (the OBorrowerQ), to (i)
finance the aagjsition by the Borrower of certain real property constituting the Royal York Estates mobile home park located in

the City of San Bernardino, California and twenty three mobile homes located thereon (collectively, the OProjectOféii) fund
Series A Bods Debt Service Reserve Fund and the Subordinate Series B Bonds Debt Service Reserve Fund, (iii) fund the
Restricted Account of the Replacement and Reserve Fund and (iv) make deposits to the Cost of Issuance Fund established under
the Indenture. The Sulitinate Series C Bonds shall be initially transferred to and registered in the name of the seller of the
Project, as a portion of the purchase price of the Project.

The Series A Bonds and the Subordinate Series B Bonds will be delivered in fully redisterecly and, when issued, will be
registered in the name of Cede & Co. as nominee of The Depository Trust Company, New York, New York (ODTCO). DTC will
act as securities depository of the Series A Bonds and the Subordinate Series B Bonds. Owreesigpimthe Series A

Bonds and the Subordinate Series B Bonds may be purchased in denominations of $5,000, or any integral multiple thereof, in
bookentry form only as described herein. Upon receipt of payments of principal of, premium, if any, eexd ontdhe Series

A Bonds or the Subordinate Series B Bonds, DTC will in turn remit such principal, premium, if any, and interest to the
participants in DTC (as described herein) for subsequent disbursement to the beneficial owners of the applisaib|Bcrde

Interest on the Series A Bonds and the Subordinate Series B Bonds is payable semiannually on 15 and 15 of
each year, commencing 15,20__.

The Series A Bonds and the Subordinate Series B Bonds are subject to optiodatonyaand special redemption prior to their
respective maturity dates as described herein.

The Series A Bonds and the Subordinate Series B Bonds are special limited obligations of the Authority, payable solely from
Pledged Revenues and secured aseg#yment of the interest on and the principal of the Series A Bonds and the Subordinate
Series B Bonds in accordance with their terms and the terms of the Indenture from Pledged Revenues and other funds and a firs
lien deed of trust on the Project, a#l provided therefor in the Indenture. The Series A Bonds are senior to the Subordinate
Series B Bonds and the Subordinate Series C Bonds. The Subordinate Series B Bonds are senior to the Subordinate Series C
Bonds.

Pledged Revenues consist of Revenuesegt for amounts on deposit in the Unrestricted Account of the Repair and
Replacement Fund, the Administration Fund and the Rebate Fund created under the Indenture. Revenues consist of Operating
Revenues, Prepayments, the proceeds of certain insurajuieedeto be maintained under the Loan Agreement, the amounts of

the funds and accounts held by the Trustee under the Indenture, all proceeds of rental interruption insurance poyicies, if an
required to be maintained under the Loan Agreement, any pockeived from the exercise of remedies under the Deed of

Trust and any additional property that may be subjected to the lien of the Indenture by the Authority, all as moréoftiiyirset

the Indenture.

This cover page contains certain information general reference only. It is not intended as a summary of this transaction.
Investors are advised to read the entire Official Statement to obtain information essential to making an informed investment
decision with respect to the Series A Bonds andthiteordinate Series B Bonds.

L Preliminary, subject to change.



Maturity Schedule
PLEASE SEE THE INSIDE COVER HEREOF

The Series A Bonds and the Subordinate Series B Bonds are offered when, as and if executed and delivered, subject to the
approval as to their legality of Gilmore Bell, P.C., Bond Counsel to the Authority, and certain other conditions. Certain legal
matters will be passed upon for the Authority by Best Best & Krieger LLP, Los Angeles, California, Authority Counsel, and
Gilmore & Bell, P.C., as Bond Counsel to thethority, and for the Borrower by ,and . Itis anticipated

that the Series A Bonds and the Subordinate Series B Bonds will be available for delivery through the facilities of DIC in Ne
York, New York on or about , 2019.

FINANCIAL GROUP

Securities offered through Stinson Securities, LLC |

Thedate of this Official Statement is , 2019.



MATURITY SCHEDULE?*

) CUSIP data herein are provided by Standard & PoorOs CUSIP SBwizau, a division of The McGratill
Companies, Inc., and are provided for convenience of reference only. Neither the Authority nor the Underwriter
assumes any responsibility for the accuracy of these CUSIP data.

NEITHER THE AUTHORITY, ANY OF ITS MEMBIRS (THE OMEMBERSO), NOR ANY PERSON EXECUTING THE
SERIES A BONDS OR THE SUBORDINATE SERIES B BONDS IS LIABLE PERSONALLY ON THE SERIES A BONDS
OR THE SUBORDINATE SERIES B BONDS OR SUBJECT TO ANY PERSONAL LIABILITY OR ACCOUNTABILITY
BY REASON OF THEIR ISSUANE. THE SERIES A BONDS AND THE SUBORDINATE SERIES B BONDS ARE
SPECIAL LIMITED OBLIGATIONS OF THE AUTHORITY AND ARE NOT A DEBT, NOR A PLEDGE OF THE FULL
FAITH AND CREDIT, OF THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS, AND NEITHER
ARE THEY LIABLE ON THE SERIES A BONDS OR THE SUBORDINATE SERIES B BONDS, NOR ARE THE SERIES A
BONDS AND THE SUBORDINATE SERIES B BONDS PAYABLE OUT OF ANY FUNDS OR PROPERTIES OTHER
THAN THE PLEDGED REVENUES AND FUNDS PLEDGED UNDER THE INDENTURE FOR THE PAYMENT
THEREOF.THE ISSUANCE OF THE SERIES A BONDS AND THE SUBORDINATE SERIES B BONDS DOES NOT
DIRECTLY OR INDIRECTLY OR CONTINGENTLY OBLIGATE THE AUTHORITY, THE MEMBERS, THE STATE OF
CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF TO LEVY OR TO PLEDGE ANY FORM OF TAXTION
THEREFOR OR TO MAKE ANY APPROPRIATION FOR THEIR PAYMENTHE AUTHORITY HAS NO TAXING
POWERS.

2 - .
* Preliminary, subject to change.
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No broker, dealer, salesman or other person has been authorized by the Authority or the
Underwriter to give any information or to make any representations in connectiothevioffer or sale of
the Series A Bonds or the Subordinate Series B Bonds other than as set forth herein and, if given or made,
such information or representation must not be relied upon as having been authorized by the Authority or
the Underwriter. Tis Official Statement does not constitute an offer to sell or the solicitation of an offer
to buy nor shall there be any sale of the Series A Bonds or the Subordinate Series B Bonds by a person in
any jurisdiction in which it is unlawful for such persomtake such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Series A
Bonds or the Subordinate Series B Bonds. Statements contained in this Official Statement which involve
estimates, forecasts or matters of opinion, whethemobrexpressly so described herein, are intended
solely as such and are not to be construed as a representation of facts.

The information set forth in this Official Statement has been obtained from sources which are
believed to be reliable, but it is not gyanteed as to its accuracy or completeness, and is not to be
construed as a representation by the Borrower or the Authority. Except for the information contained
under the captions OTHE AUTHORITYO AND OLITIGATKDRhe Authority,O the Authority neither
has nor will assume any responsibility as to the accuracy or completeness of the information in this
Official Statement. The information and expressions of opinion stated herein are subject to change
without notice. Neither the delivery of this Official 8ment nor the sale of any of the Bonds implies
that the information herein is correct as of any time subsequent to the date hereof. The delivery of this
Official Statement shall not, under any circumstances, create any implication that there has been no
change in the affairs of the Authority, the Borrower, or the major participants in the Project. All
summaries of the Bonds, the resolution authorizing their issuance, the Indenture and the other documents
discussed herein are made subject to the prowbsuch documents and do not purport to be complete
statements of any or all of the provisions thereof. Reference is hereby made to the Bonds, said resolution,
the Indenture and such other documents on file with the Trustee for further information.

The Underwriter has provided the following sentence for inclusion in this Official Statement.
The Underwriter has reviewed the information in this Official Statement in accordance with, and as part
of, their responsibilities to investors under the federaumtes laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of
such information.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS WHIE STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
SERIES A BONDS OR THE SUBORDINATE SERIES B BONDS AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKETSUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

The Bonds have not beeegistered under the Securities Act of 1933, as amended, in reliance
upon an exemption contained in such act. The Bonds have not been registered or qualified under the
securities laws of any state. These securities have not been approved or disapptbgeskecurities and
Exchange Commission or any State Securities Commission nor has the Securities Exchange Commission
or any State Securities Commission passed upon the accuracy or adequacy of this Official Statement.
Any representation to the contrdsya criminal offense.



OFFICIAL STATEMENT

INDEPENDENT CITIES FINANCE AUTHORITY
MOBILE HOME PARK REVENUE BONDS
(ROYAL YORK ESTATES)

$ %* SERIES 2019A
$ " SERIES 2019B (FEDERALLY TAXABLE)
1 INTRODUCTION

This Official Statementjncluding the cover page and Appendices hereto, provides certain
information concerning the sale and delivery of the Independent Cities Finance Authority Mobile Home
Park Revenue Bonds (Royal York Estates) Series 2019A (the OSeries A BondsO) in thggrétiate
principal amount of $ "and the Independent Cities Finance Authority Mobile Home Park
Subordinate Revenue Bonds (Royal York Estates) Series 2019B (Federally Taxable) (the OSubordinate
Series B BondsO) in the initial aggregate principalarnof $ .

THE SERIES A BONDS AND THE SUBORDINATE SERIES B BONDS ARE SUBJECT TO
CERTAIN RISKS, INCLUDING THE RISK THAT THE PROJECT MAY NOT GENERATE NET
OPERATING REVENUES SUFFICIENT TO PAY THE PRINCIPAL OF AND INTEREST ON THE
SERIES A BONDS AND HE SUBORDINATE SERIES B BONDS. SEE THE SECTION HEREIN
ENTITLED ORISK FACTORSO FOR A DISCUSSION OF SPECIAL RISK FACTORS THAT
SHOULD BE CONSIDERED IN EVALUATING THE INVESTMENT QUALITY OF THE SERIES A
BONDS AND THE SUBORDINATE SERIES B BONDS.

Concurrently wih the issuance of the Series A Bonds and the Subordinate Series B Bonds, the
Independent Cities Finance Authority (the OAuthorityO) will issue its (i) $____~ Mobile Home Park
Subordinate Revenue Bonds (Royal York Estates) Series 2019C (the OStb&etiies C BondsO). The
Series A Bonds, the Subordinate Series B Bonds and the Subordinate Series C Bonds are referred to
herein as the OBonds.O The Subordinate Series C Bonds will be secured on a basis fully subordinate tc
the Series A Bonds and the tRudinate Series B Bonds. The Subordinate Series B Bonds are
subordinate to the Series A Bonds, as more fully described hérbnSubordinate Series C Bonds are
not being offered by means of this Official Statement, which pertains only to the Series A Bonds
and the Subordinate Series B Bonds.

The Subordinate Series B Bonds may be deemed to have been redeemed and canceled with
no payment being made to the Holders of the Subordinate Series B Bonds in certain circumstances
as described herein. See “THE BONDS—Deemed Redemption of Subordinate Series B Bonds”
herein. Furthermore, if any Series A Bonds are then Outstanding, then in the event of a
Subordinate Series B Bonds Event of Default, the Holders of the Subordinate Series B Bonds shall
have no right to declare an event of default or direct remedies under the Indenture. See “THE
INDENTURE—Remedies” herein.

The Bonds will be issued by the Authority pursuant to an Indenture of Trust, dated as of
(the OlndentureO), between the Authority 8hdBank National Association, as trustee (the
OTrusteeO). The proceeds of the sale of the Bonds will be used to fund a loan (the OLoanO) to Americal
Dream Affordable Housing, Inc., a California nonprofit public benefit corporation (the OBorrowerQ),
purswant to a Loan Agreement, dated as of (the OLoan AgreementO) among the Authority, the

3 Preliminary, subject to change.



Borrower and the Trustee. The Borrower will use the proceeds of the Loan to (i) finance the acquisition
by the Borrower of certain real property constituting Royal York Estates mobile home park, located in

the City of San Bernardino, California, and twenty three mobile homes located thereon (collectively, the
OProject0) and any structures, site improvements, facilities, and fixtures at the Project (the
OlmpreementsO), and (i) make deposits to various Accounts and Funds established under the Indenture.
Specifically, the proceeds of the Series A Bonds and the Subordinate Series B Bonds will be used to make
deposits to the Project Fund, the Costs of Issuaneel,Rhe Restricted Account of the Replacement
Reserve Fund, the Series A Bonds Debt Service Reserve Fund and the Subordinate Series B Bonds Debt
Service Reserve Fund. The Subordinate Series C Bonds shall be initially transferred to, and registered in
the name of, the seller of the Project, as a portion of the purchase price of the Project. See OTHE PLAN
OF FINANCINGO and OESTIMATED SOURCES AND USES OF FUNDS.O

Other than the Project and revenues received by virtue of its ownership of the Project, the
Borrower currently has no other property or sources of revenues that are available or that have been
pledged to repay its obligations under the Loan Agreement. See OTHE BORROQ@EdRations.O

The Series A Bonds and the Subordinate Series B Bonds are speited lobligations of the
Authority, payable solely from and secured as to the payment of the interest on and the principal of and
the redemption premium, if any, from Pledged Revenues (as hereinafter defined) and other funds and
property including the Dekof Trust (as defined herein) as provided therefor in the Indenture. OPledged
Revenues,O in turn, consist primarily of the Operating Revenues of the Project, the principal source of
which is the monthly rental income for mobile home spaces (the OSpaitasOihe Project and certain
other required deposits under the Indenture. See OSECURITY FOR THE SERIES A BONDS AND THE
SUBORDINATE SERIES B BONDSO and OTHE PROJECTO herein. NEITHER THE SERIES A
BONDS NOR THE SUBORDINATE SERIES B BONDS ARE A DEBT OF EHAUTHORITY,
MEMBERS OF THE AUTHORITY, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL
SUBDIVISIONS FOR PURPOSES OF ANY CONSTITUTIONAL OR STATUTORY DEBT
LIMITATION OR RESTRICTION, NOR IN ANY EVENT SHALL THE SERIES A BONDS OR THE
SUBORDINATE SERIES B BONDSE PAYABLE OUT OF FUNDS OR PROPERTIES OTHER
THAN AS PLEDGED PURSUANT TO THE INDENTURE.

Pursuant to the Loan Agreement, the Authority will agree to loan the proceeds of the Series A
Bonds and the Subordinate Series B Bonds to the Borrower (the OLoan@3itxy sach proceeds to be
deposited with the Trustee and applied in accordance with the Indenture. Under the Loan Agreement, the
Borrower is obligated to make payments to the Trustee at such times and in such amounts as are required
to enable the Truste® pay the principal and premium, if any, of and interest on the Bonds. The
obligations of the Borrower under the Loan Agreement and the Note are limited recourse obligations of
the Borrower secured by a first lien deed of trust on the Project (the ODBesstO). See OTHE LOAN
AGREEMENTO and OSECURITY FOR THE SERIES A BONDS AND THE SUBORDINATE SERIES
B BONDSO herein.

The Project, including the twenthiree mobile homes to be acquired by the Borrower, has been
appraised by John P. Neet, MAI as of AugR%t 2019 at a market value of $7,700,000. Further, the
appraisal estimates the Ovalue in useO of the Project to a 501 (c)§Bfitarorporation to be $6,770,000
(see OTHE PROJECTO and OAPPENDNXAPpraisalO herein).

The Authority, the Borrower and th&rustee will enter into a Regulatory Agreement and
Declaration of Restrictive Covenants dated as of (the ORegulatory AgreementO) with respect
to the operation of the Project. Under the Regulatory Agreement, the Borrower is to rent at leakt 20%
the Spaces in the Project to Very Low Income Residents and an additional 55% of the spaces in the
Project are to be rented to Low Income Residents (all as defined in the Regulatory Agreement). The
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monthly rental rate which the Borrower may charge safthe Very Low Income Residents is also
restricted by the Regulatory Agreement, as discussed herein. See OTHE REGULATORY
AGREEMENTO and ORISK FACTOR¥alue of Project, Economic FeasibilityO herein.

The summaries and references to documents, statutestsremd other instruments referred to
herein do not purport to be complete, comprehensive or definitive, and each such summary and reference
is qualified in its entirety by reference to each document, statute, report or instrument. Capitalized terms
not defined elsewhere in this Official Statement or in Appendix A hereto have the meanings assigned to
such terms in the Indenture.

Forward Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute
Oforwad-looking statementsO within the meaning of the United States Private Securities Litigation
Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and
Section 27A of the United States Securities Act of 1933,nasnded. Such statements are generally
identifiable by the terminology used such as Oplan,0 Oexpect,0 Oestimate,0 Oproject,0 ObudgetO or «
similar words. Such forwarlboking statements include, but are not limited to, certain statements
contained irthe information under the caption OTHE PROJE®Tojected Operating Results.O

The achievement of certain results or other expectations contained in such flowkand
statements involve known and unknown risks, uncertainties and other factors which usayactual
results, performance or achievements described to be materially different from any future results,
performance or achievements expressed or implied by such felwakidg statements. The Borrower
does not plan to issue any updates or revisitonshose forwardooking statements if or when its
expectations, or events, conditions or circumstances on which such statements are based occur, other thar
as described under OCONTINUING DISCLOSUREO herein.

2 THE PLAN OF FINANCING

The proceeds of the Sesié Bonds and the Subordinate Series B Bonds, along with other funds
available to the Borrower, will be used to fund the Loan to the Borrower pursuant to the Loan Agreement.
The proceeds of the Loan will be used by the Borrower to acquire the Projdatieantprovements and
to make certain improvements to the Project and to make certain deposits required under the Indenture.
The Subordinate Series C Bonds are being delivered to the seller of the Project as consideration for a
portion of the purchase pdaequal to the aggregate principal amount of the Subordinate Series C Bonds.

The Project consists of certain real property and title to certain Improvements thereon (which
consist of the structures, site improvements, facilities and fixtures at thetprommmonly known as the
Royal York Estates mobile home park located in San Bernardino, California. The Project does not
include the mobile homes located on the Project site, and such mobile homes are not security for the
Bonds. See OTHE PROJECT.O

3 ESTIMATED SOURCES AND USES OF FUNDS**

Following are the estimated sources and uses of funds for the financing.

“ Preliminary, subject to change.

11



Series A
Bonds
Sources:
Principal Amount of Series A Bonds
Principal Amount of Subordinatgeries B Bonds
Principal Amount of Subordinate Series C Bonds
Total Sources of Funds

Uses

Underwriter®s Discount

Original Issue discount

Project Funf

Series A Bonds Debt Service Reserve Fiind
Subordinate Series B Bonds Debt Service Reserve®u
Cost of Issuance Fufid

Repair and Replacement Fund

IssuerOs Fee

Series B
Bonds

Total Uses of Funds

$

Series C
Bond$?  Totals

$

$

(2) Proceeds of th&eries A Bonds and the Subordinate Series B Bonds in an amount equal to $ will be wired at
closing to an escrow fund established in connection with the acquisition of the Project. The remainder of the purchase
price is represented by the aggregat®mant of the Subordinate Series C Bonds that the seller of the Project will
receive in exchange for the Project pursuant to the terms of the purchase agreement for the Project. See footnote 4.

(2) Established solely for the security of the Series A Bands1 amount equal to the initial Series A Bonds Debt Service
Reserve Fund Requirement.

3) Includes Trustee, legal, financial advisory, printing and other miscellaneous costs of issuing the Bonds.

4) The Subordinate Series C Bonds are being placed étkeller of the Project.

(5) Established for the security of the Subordinate Series B Bonds in an amount equal to the initial Subordinate Series B

Bonds Debt Service Reserve Fund Requirement.

12



4 DEBT SERVICE REQUIREMENTS
The following table sets forth theemiannual debt service requirements for the Series A Bonds
on 15 and 15 of each year, assuming no redemptions other than sinking fund
redemptions.

Series A Bonds
Debt Service Schedule

Date Principal Interest

13



The following table sets forth the seamnual debt service requirements for the Subordinate
Series B Bonds on 15 and ¥aolh year, assuming no redemptions other than sinking
fund redemptions.

Subordinate Series B Bonds
Debt Service Schedule

Date Principal Interest

14



5 THE SERIES A BONDS AND THE SUBORDINATE SERIES B BONDS
General

The Series A Bonds and the Subordinate Series B Bonds will be delivered in fully registered form
only and, when issued, will registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (ODTCO). DTC will act as securities depository for the Series A Bonds
and the Subordinate Series B Bonds. Ownership interests in the Series A Bonte &uthdrdinate
Series B Bonds may be purchased, in book entry form only, initially in denominations of $5,000 or any
integral multiple thereof. See OTHE SERIES A BONDS AND THE SUBORDINATE SERIES B
BONDS-Book-Entry System.O

The Series A Bonds and the Sutioate Series B Bonds will mature on the respective dates and
in the respective principal amounts, and will bear interest at the respective rates, all as set forth on the
inside cover page of this Official Statement. The Series A Bonds and the SuboB#rnateB Bonds
will be dated their date of delivery. Interest on the Series A Bonds and the Subordinate Series B Bonds
will be computed on the basis of a 368y year consisting of twelve 2ay months and will be payable
semiannually on 15 and 15 of each year, commencing 15, 20__ (each such
date an Olnterest Payment DateO), by check or draft mailed on such Interest Payment Date to the Owner:
of Series A Bonds and the Subordinate Series B Bonds as they appear on the regisoksiarf bce
Trustee, or, upon the written request of a Bondowner of at least $500,000 in principal amount of Bonds
received by the Trustee not later than fifteen days prior to the Record Date for such payment, by wire
transfer to an account in the Unitect®s designated by such Bondowner.

Each Series A Bond and Subordinate Series B Bond will bear interest from the Interest Payment
Date next preceding the date of authentication thereof to which interest has been dulyppaidded
for, unless a Series A Bond or a Subordinate Series B Bond is authenticated before the first Record Date,
in which case interest will accrue from the Closing Date, or unless authenticated as of a date during the
period from the Record Date to aimtluding the next Interest Payment Date, in which case it shall bear
interest from such Interest Payment Date. Each Series A Bond and Subordinate Series B Bond shall bear
interest on overdue principal at the rate then in effect on such Series A BondhaydiBate Series B
Bond. In the event of any default in the payment of interest, such defaulted interest shall be payable to
the Bondowner of such Bond on a special Record Date for the payment of such defaulted interest, which
date shall be establisheyg the Trustee, in accordance with the Indenture.

Principal and premium, if any, due on the Series A Bonds and the Subordinate Series B Bonds
shall be paid only upon surrender of such Series A Bond or Subordinate Series B Bond at the office
designated by #hTrustee.

Redemption

Optional Redemption The Series A Bonds maturing on or after 15, 20__ are subject to
optional redemption by the Authority, at the request of the Borrower, prior to the stated maturity thereof
as may be directed by the Authtgrin whole, or in part from among maturities as may be directed by the
Authority, at the request of the Borrower, on any date on or after 15, 20__ at a Redemption Price
equal to the principal amount to be redeemed, subject to the availabilitpas for such purpose on the
redemption date, plus accrued interest thereon to the date fixed for redemption, without premium.

The Subordinate Series B Bonds maturing on or after 15, 20__ are subject to optional
redemption by the Authority, at tmequest of the Borrower, prior to the stated maturity thereof as may be
directed by the Authority in whole, or in part from among maturities as may be directed by the Authority,
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at the request of the Borrower, on any date on or after 15, 20Redem@ption Price equal to
the principal amount to be redeemed, subject to the availability of funds for such purpose on the
redemption date, plus accrued interest thereon to the date fixed for redemption, without premium.

Such redemption will be effectivanly if, on the date of redemption, the Trustee holds money in
accordance with requirements of the Indenture sufficient to pay the principal of and accrued interest on all
Outstanding Series A Bonds or Subordinate Series B Bonds, as applicable, to beededee

Special Redemption Generallyin accordance with and for purposes of the Indenture, the Series
A Bonds and the Subordinate Series B Bonds shall be subject to mandatory redemption, at the option of
the Authority, at the request of the Borrower, ptiothe stated maturities thereof on a pro rata basis, in
whole or in part at any time, on the earliest practicable date for which notice of redemption can be given
as provided in the Indenture at a Redemption Price equal to 100% of the Principal Anmgucit Skeries
A Bonds or Subordinate Series B Bonds or portions thereof to be redeemed, together with accrued
interest, thereon to the date of redemption, without premium, in a Principal Amount having an aggregate
Redemption Price equal to the amount of nysn&hich are deposited in or transferred to the Redemption
Fund, (i) as to the Series A Bonds (x) from any Net Proceeds or any prepayment made by the Borrower in
order to fully retire the Loan in connection with a condemnation or casualty loss whicls iashiet
Proceeds, and (y) from excess amounts in the Series A Bonds Debt Service Reserve Fund resulting from a
reduction in the Series A Bonds Debt Service Reserve Fund Requirement after giving effect to any special
redemption under the aforementionedvisons of the Indenture, and (ii) as to the Subordinate Series B
Bonds, (x) from any Net Proceeds or any prepayment made by the Borrower in order to fully retire the
Loan in connection with a condemnation or casualty loss which results in Net ProcdezlS.ru$tee
shall apply any such amounts described above in accordance with applicable provisions of the Indenture
from time to time as directed by a certificate of a BorrowerOs Representative, with notice to the Authority;
provided, however, that (i) su@mount to be applied to such redemption shall be rounded to the next
lower authorized denomination, and (ii) unless otherwise directed by a certificate of a BorrowerOs
Representative, with notice to the Authority, no such redemption shall be effecteslitheléstal amount
to be applied to redeem Series A Bonds or Subordinate Series B Bonds, as applicable, on such date shall
be at least $25,000.

Mandatory Sinking Fund RedemptiorThe Series A Bonds maturing on 15 in each of
the years 20__, 20__ 02 and 20__, are also subject to mandatory sinking fund redemption by lot on
15 and 15 in each year beginning on the respective dates set forth below at a

redemption price equal to 100% of the principal amount to be redeemed, togethacaexited interest
thereon to the redemption date, without premium, as follows:

Series A Bonds Maturing on 15,20__
Sinking Fund Redemption Date Principal Amount
( 15 and 15) To Be Redeemed
$
(maturity)
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Series A Bonds Maturing on

Sinking Fund Redemption Date
( 15 and 15)

(maturity)

Series A Bonds Maturing on

Sinking Fund RedemptioDate
( 15 and 15)

(maturity)

Series A Bonds Maturing on

Sinking Fund Redemption Date
( 15 and 15)

(maturity)
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Principal Amount
To Be Redeemed
$

15,20

Principal Amount
To Be Redeemed
$

15,20

Principal Amount
To Be Redeemed
$




The Subordinate Series B Bonds maturing on 15 in each of the years 20___and 20___ are
subject to targeted mandatory sinking fund redemption by application of the targeted Sinking Fund
Installments as providdaerein on each 15 and 15, commencing on the respective dates
set forth below at a Redemption Price equal to 100% of the Principal Amount of each Subordinate Series
B Bond or portion thereof to be redeemed, plus accrued interest to the dademption thereof, without
premium, but only to the extent of Subordinate Series B Residual Revenues on deposit in the Subordinate
Series B Bonds Redemption Fund and available for such purpose, on the respective dates and in the
targeted mandatory siimlg fund amounts set forth in the following tables:

Subordinate Series B Bonds Maturing on 15,20
Sinking Fund Redemption Date Principal Amount
( 15 and 15) To Be Redeemed
$
(maturity)
Subordinate Series B Bonds Maturing on 15,20__
Sinking Fund Redemption Date Principal Amount
( 15 and 15) To Be Redeemed
$
(maturity)

Insufficient Subordinate Series B Residual Revenuasthe event that the Subordin&eries B
Residual Revenues are not sufficient to pay the targeted mandatory sinking fund redemption amount set
forth above, any unpaid Subordinate Series B Bonds targeted mandatory sinking fund redemption amount
shall be deferred for payment on the follagimandatory sinking fund payment date and interest shall
continue to accrue at the stated rate of interest on such Subordinate Series B Bonds on the amount so
deferred until paid. Nonpayment of a Subordinate Series B Bonds targeted mandatory sinking fund
redemption amount due to insufficient Subordinate Series B Residual Revenues shall not be an Event of
Default under the Indenture prior to the final maturity of the Bonds.

Redeemed Bonds as Satisfaction of Sinking Fund Installmentfpon any purchase or
redemption of Series A or Subordinate Series B Term Bonds (other than by application of Sinking Fund
Installments) an amount equal to the applicable Redemption Prices thereof shall be credited towards a
part of all of any one or more of the abdisted Shking Fund Installments, as directed by a certificate of
a Borrower Representative, with a copy to the Authority or, failing such direction by 15 of each
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year, toward such Sinking Fund Installments pro rata. Such applicable Redemption Prices #iall
respective Redemption Prices which would be applicable upon the redemption of such Bonds from the
respective Sinking Fund Installments on the due dates thereof. The portion of any such Sinking Fund
Installment remaining after the deduction of augch amounts credited toward the same (or the original
amount of any such Sinking Fund Installment if no such amounts shall have been credited toward the
same) shall constitute the unsatisfied balance of such Sinking Fund Installment for the purpose of the
calculation of Principal Installments due on a future date.

Selection of Series A Bonds to be Redeemed by Eoicept as may be otherwise provided in the
Indenture, in the event of redemption of less than all of the Outstanding Series A Bonds of dikiy mat
the Trustee shall assign to each such Outstanding registered Series A Bond of the maturity to be redeemed
a distinctive number for each $5,000 of the Principal Amount of such Series A Bond and shall select by
lot, using such method of selection ashall deem proper in its discretion, from the numbers assigned to
such Series A Bonds as many numbers as, at $5,000 for each number, shall equal the Principal Amount of
such Series A Bonds to be redeemed. The Series A Bonds to be redeemed shakestiieEbnds to
which were assigned numbers so selected; provided, however, that only so much of the Principal Amount
of each such registered Series A Bond of a denomination of more than $5,000 shall be redeemed as shall
equal $5,000 for each number assid to it and so selected. For purposes of this paragraph, Series A
Bonds which have theretofore been selected by lot for redemption shall not be deemed Outstanding.

Selection of Subordinate Series B Bonds to be Redeerrethe event
of redemption of Ies than all of the Outstanding Subordinate Series B Bonds,
Outstanding Subordinate Series B Bonds shall be redeemed pro rata among all
such Outstanding Subordinate Series B Bonds; provided that following any
redemption, the outstanding principal amounany Subordinate Series B Bonds
shall be an integral multiple of $5,000. For purposes of this paragraph,
Subordinate Series B Bonds, or portions thereof, which have theretofore been
selected for redemption shall not be deemed Outstanding.

Notice of Redempbn. When the Trustee receives notice from the Authority of its election or
direction to redeem Series A Bonds or Subordinate Series B Bonds pursuant to the Indenture, and when
redemption of Series A Bonds or Subordinate Series B Bonds is required pucstia Indenture, the
Trustee shall give notice, which notice shall specify the maturities of the Series A Bonds or Subordinate
Series B Bonds to be redeemed, the redemption date and the place or places where amounts due upor
such redemption will be palgke, whether such redemption is conditioned upon the availability of funds
for such purpose on the redemption date (in the case of optional redemption and special redemption
pursuant to the Indenture) and, if less than all of the Series A Bonds or Sab®@énies B Bonds of any
maturity are to be redeemed, the letters and numbers or other distinguishing marks of such Series A
Bonds or Subordinate Series B Bonds so to be redeemed, and, in the case of Series A Bonds or
Subordinate Series B Bonds to be mded in part only, such notice shall also specify the respective
portions of the Principal Amount thereof to be redeemed. Such notice shall further state that on such date
there shall become due and payable upon each Series A Bond or Subordinate Rwied B be
redeemed the Redemption Price thereof, or the Redemption Price of the specified portion of the Principal
Amount thereof in the case of Series A Bonds or Subordinate Series B Bonds to be redeemed in part only,
together with interest accrued onchuSeries A Bonds or Subordinate Series B Bonds to the redemption
date, and that from and after such date interest on such Series A Bonds or Subordinate Series B Bonds
shall cease to accrue and be payable; provided, that, if the redemption is conditionddnds being
available therefor no later than the opening of business on the Business Day prior to the redemption date,
the notice shall so state. The Trustee shall mail a copy of such notice, by first class mail, postage prepaid,
not less than thirtyf30) days nor more than forfive (45) days before the redemption date), to the
Owners of any Series A Bonds or Subordinate Series B Bonds or portions of Series A Bonds or
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Subordinate Series B Bonds which are to be redeemed, at their last addresgespipaaring upon the
registration book. Failure to give such notice which respect to any Series A Bonds or Subordinate Series
B Bonds, or any defect therein, shall not affect the validity of the proceedings for redemption of any other
Series A Bonds orudordinate Series B Bonds.

Purchase of Series A Bonds or Subordinate Series B Bonds

In lieu of redemption of Series A Bonds or Subordinate Series B Bonds as provided in the
Indenture, amounts held by the Trustee for such redemption will, at the wetjeast of the Borrower
set forth in a certificate of a Borrower Representative, with a copy to the Authority, received by the
Trustee prior to the selection of Series A Bonds or Subordinate Series B Bonds for redemption, be applied
by the Trustee to theupchase of Series A Bonds or Subordinate Series B Bonds at public or private sale
as and when and at such prices (including brokerage, accrued interest and other charges) as the Borrower
may in its discretion direct, but not to exceed the redemption whazh would be payable if such Series
A Bonds or Subordinate Series B Bonds were redeemed. The aggregate principal amount of Series A
Bonds or Subordinate Series B Bonds of the same maturity purchased in lieu of redemption may not
exceed the aggregatemmipal amount of Series A Bonds or Subordinate Series B Bonds of such maturity
which would otherwise be subject to such redemption.

Deemed Redemption of Subordinate Series B Bonds and Subordinate Series C Bonds.

The Subordinate Series B Bonds are suhbijedeemed mandatory redemption upon a Series A
Bonds Event of Default resulting in a foreclosure or other sale of the Project pursuant to the Deed of Trust
and application of such proceeds or other moneys under the Indenture as provided in the Isdehture,
deemed redemption to be in the amount of any principal of and interest remaining unpaid on the
Subordinate Series B Bonds following such foreclosure or other sale of the Project pursuant to the Deed
of Trust. The Subordinate Series C Bonds are stlife deemed mandatory redemption upon the
occurrence of a Series A Bonds Event of Default or a Subordinate Series B Bonds Event of Default,
resulting in a foreclosure or other sale of the Project pursuant to the Deed of Trust and application of such
proceeds and other moneys under this Indenture as provided in the Indenture, such deemed redemption to
be in the amount of any principal of and interest remaining unpaid on the Subordinate Series C Bonds
following such foreclosure or other sale of the Projecspant to the Deed of Trust. In either such event,
the Subordinate Series B Bonds or Subordinate Series C Bonds, as applicable, remaining unpaid shall be
surrendered to the Trustee for cancellation without any further payment being made on such $aibordina
Series B Bonds or Subordinate Series C Bonds. Notice of such deemed redemption of the Subordinate
Series B Bonds or Subordinate Series C Bonds shall be promptly sent by the Trustee to the Owners of
Outstanding Subordinate Series B Bonds or SubordiSatees C Bonds upon the occurrence of the
deemed redemption of Subordinate Series B Bonds or Subordinate Series C Bonds pursuant to the
Indenture. By purchase and acceptance of the Subordinate Series B Bonds or the Subordinate Series C
Bonds, the Ownerdereof consent to the provisions of this paragraph.

Book-Entry System

The Series A Bonds and the Subordinate Series B Bonds will be initially delivered in the form of
one fully registered Series A Bond for each of the maturities of the Series A Bondsharfdllg
registered Subordinate Series B Bond for each of the maturities of the Subordinate Series B Bonds,
registered in the name of Cede & Co., as nominee of DTC, as registered owner of all the Series A Bonds
and Subordinate Series B Bonds. The SerieBoAids and the Subordinate Series B Bonds will be
retained and immobilized in the custody of DTC. So long as the Series A Bonds and the Subordinate
Series B Bonds are held in baeehktry only form, all references herein to the holders or owners of the
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Seres A Bonds and the Subordinate Series B Bonds shall mean DTC, and shall not mean beneficial
owners of the Series A Bonds or the Subordinate Series B Bonds.

DTC, the worldOs largest depository, is a limjiagpose trust company organized under the New
York Banking Law, a Obanking organizationO within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a Oclearlng corporation® within the meaning of the New York
Uniform Commercial Code, and a Oclearing agencyO registered ptosharprovisions of Section 17A
of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million
issues of U.S. and ndn.S. equity issues, corporate and municipal debt issues, and money market
instruments from over 106ountries that DTCOs participants (ODirect ParticipantsO) deposit with DTC.
DTC also facilitates the postade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerizedebtrgktransfers and pledges
between Direct ParticipantsO accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and-Ud securities brokers and dealers, banks,
trust companies, cleiag corporations and certain other organizations. DTC is a wballyed
subsidiary of The Depository Trust & Clearing Corporation (ODTCCO). DTCC is the holding company of
DTC, National Securities Clearing Corporation and Fixed Income Clearing Corpoutiohwhich are
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. ant).Sorsecurities brokers and dealers,
banks, trust companies, andari@g corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (Olndirect ParticipantsO). DTC has a S&P Global
Ratings rating of AA+. The rules applicable to DTC and its Participart®mifile with the Securities
and Exchange Commission.

Purchases of the Series A Bonds and the Subordinate Series B Bonds under the DTC system must
be made by or through Direct Participants, which will receive a credit for the Series A Bonds and the
Subordnate Series B Bonds on DTCOs records. The ownership interest of each actual purchaser of each
Series A Bond and each Subordinate Series B Bond (OBeneficial OwnerO) is in turn to be recorded on the
Direct and Indirect ParticipantsO records. Beneficial@@svwill not receive written confirmation from
DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Series A Bonds and the Subordinate Series B Bonds are to be accomplished by
entries made on the books of Direct and Indirect Ppeitds acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in the Series A
Bonds or the Subordinate Series B Bonds, except in the event that use of trentbpaystem for the
Seres A Bonds and the Subordinate Series B Bonds is discontinued.

To facilitate subsequent transfers, all Series A Bonds and Subordinate Series B Bonds deposited
by Direct Participants with DTC are registered in the name of DTCOs partnership nominee, @ede & C
or such other name as may be requested by an authorized representative of DTC. The deposit of Series A
Bonds and Subordinate Series B Bonds with DTC and their registration in the name of Cede & Co. or
such other DTC nominee do not effect any changeemeficial ownership. DTC has no knowledge of
the actual Beneficial Owners of Series A Bonds or the Subordinate Series B Bonds; DTCOs records reflect
only the identity of the Direct Participants to whose accounts such Series A Bonds or Subordinate Series
B Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTOitect Participants, by Direct

Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
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requirements as may be iffect from time to time. Beneficial Owners of the Series A Bonds and the
Subordinate Series B Bonds may wish to take certain steps to augment the transmission to them of notices
of significant events with respect to the Series A Bonds and Subordinass ®efBonds, such as
redemptions, tenders, defaults, and proposed amendments to the Series A Bond and Subordinate Series E
Bond documents. For example, Beneficial Owners of the Series A Bonds or Subordinate Series B Bonds
may wish to ascertain that the niome holding the Series A Bonds or Subordinate Series B Bonds for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar andthedquwepies of notices

be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Series A Bonds or Subordinate
Series B Bonds within an issue are being redeemed, DTCOs practice is to determine by lot the amount of
the interest of each Direct Participant in such issue to be redeemed.

THE AUTHORITY, THE TRUSTEE AND THE UNDERWRITER HAVE NO
RESPONSIBILITY OR LIABILITY FOR ANY ASPECTS OF THE RECORDS RELATING TO OR
PAYMENTS MADE ON ACCOUNT OF BENEFICIAL OWNERSHIP, OR FOR MNMTAINING,
SUPERVISING OR REVIEWING ANY RECORDS RELATING TO BENEFICIAL OWNERSHIP, OF
INTERESTS IN THE SERIES A BONDS OR THE SUBORDINATE SERIES B BONDS.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Series A Bods unless authorized by a Direct Participant on accordance with DTCOs Procedures. Under
its usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.Os consentinghgrnigttis to those Direct Participants to
whose accounts the Series A Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

Redemption proceeds and distributions on the Series A Bonds and the Subordinate Series B
Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTCOs practice is to credit Direct ParticipantsO accounts upon DTCOs receipt of
funds and corresponding detail information from the AuthooityPaying Agent, on payable date in
accordance with their respective holdings shown on DTCOs records. Payments by Participants to
Beneficial Owners are governed by standing instructions and customary practices, as is the case with
securities held for thaccounts of customers in bearer form or registered in Ostreet name,O and will be the
responsibility of such Participant and not of DTC, Paying Agent, or Authority, subject to any statutory or
regulatory requirements as may be in effect from time to tilayment of redemption proceeds and
distributions to Cede & Co. (or such other nominee as may be requested by an authorized representative
of DTC) is the responsibility of the Authority or the Paying Agent, and disbursement of such payments to
Direct Partcipants shall be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

THE AUTHORITY, THE TRUSTEE AND THE UNDERWRITER CANNOT AND DO NOT
GIVE ANY ASSURANCES THAI DTC WILL DISTRIBUTE PAYMENTS TO DTC
PARTICIPANTS, OR THAT PARTICIPANTS OR OTHERS WILL DISTRIBUTE PAYMENTS WITH
RESPECT TO THE SERIES A BONDS AND THE SUBORDINATE SERIES B BONDS RECEIVED
BY DTC OR ITS NOMINEES AS THE REGISTERED OWNER, ANY REDEMPTION NOTIEBR
OTHER NOTICES TO THE BENEFICIAL OWNERS, OR THAT THEY WILL DO SO ON A TIMELY
BASIS, OR THAT DTC WILL SERVICE AND ACT IN THE MANNER DESCRIBED IN THIS
OFFICIAL STATEMENT.
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DTC may discontinue providing its services as depository with respect to the S&wesls and
the Subordinate Series B Bonds at any time by giving reasonable notice to the Authority or the Paying
Agent. Under such circumstances, in the event that a successor depository is not obtained, Series A Bond
and Subordinate Series B Bond dasétes are required to be printed and delivered.

In the event the Authority and the Trustee determine not to continue the DTG biplonly
system or DTC determines to discontinue its services with respect to the Series A Bonds and the
Subordinate SergeB Bonds and the Authority does not select another qualified securities depository, the
Authority and the Trustee will deliver one or more Series A Bonds and Subordinate Series B Bonds in
such principal amount or amounts, in denominations permitted uhdeindenture, and registered in
whatever name or names, as DTC shall designate. In such event, transfers and exchanges of Series A
Bonds and Subordinate Series B Bonds will be governed by the provisions of the Indenture.

The information in this sectioroacerning DTC and DTCOs besiktry system has been obtained
from sources that the Authority and the Underwriter believe to be reliable, but they take no responsibility
for the accuracy thereof.

6 SECURITY FOR THE SERIES A BONDS AND THE SUBORDINATE SERIES B BONDS

The Series A Bonds and the Subordinate Series B Bonds are special limited obligations of the
Authority, payable solely from Pledged Revenues (as hereinafter defined) and secured as to the payment
of the interest on and the principal of and the redemgiremiums, if any, on the Series A Bonds and the
Subordinate Series B Bonds in accordance with their terms and the terms of the Indenture, from Pledged
Revenues and other funds and the Deed of Trust, as provided therefor in the Indenture. Neighigsthe S
A Bonds nor the Subordinate Series B Bonds are a debt of the Authority, members of the Authority, the
State of California or any of its political subdivisions, for purposes of any constitutional or statutory debt
limitation or restriction, nor in angvent shall the Series A Bonds or the Subordinate Series B Bonds be
payable out of funds or properties other than as described in the preceding sentence.

Net Operating Revenues

The Series A Bonds and the Subordinate Series B Bonds are secured by aopletigyed
Revenues (as defined below), and are payable principally from, Operating Revenues of the Project.
OOperating RevenuesO include all rents, income, receipts and other revenues derived by the Borrower
arising from the operation of the Project,limting rental income from mobile home spaces and rental
assistance provided to project tenants, determined in accordance with Generally Accepted Accounting
Principles, interest earnings in funds held by the Trustee and all other money howsoever dettieed by
Borrower from the operation of the Project or arising from the Project, but not including resident security
deposits. In the manner described herein, the Borrower will deposit to the Trustee ONet Operating
RevenuesO which include Operating Revenuss @peration and Maintenance Costs, consisting of the
reasonable and necessary costs and expenses of operating the common areas of the Project and o
managing and repairing and other expenses necessary to maintain and preserve the common areas of the
Project in good repair and working order, determined in accordance with Generally Accepted Accounting
Principles. See OAPPENDIX\ADefinitions.O

Under the Regulatory Agreement, the Borrower is to rent at least 20% of the Spaces in the Project
to Very Low IncomeResidents and an additional 55% of the Spaces in the Project are to be rented to Low
Income Residents (all as defined in the Regulatory Agreement). The monthly rental rate which the
Borrower may charge Very Low Income Residents in some cases is alscteddby the Regulatory
Agreement. See OTHE REGULATORY AGREEMENTO herein. These provisions may limit the Net
Operating Revenues available to pay debt service on the Bonds. See ORISK FACTORSO herein.
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Pledge

Pursuant to the Indenture, the following are pledged to the payment of the principal of,
Redemption Price, if any, and interest on the Series A Bonds and the Subordinate Series B Bonds: (i) the
Pledged Revenues, and (ii) the rights, title and interesteoAtithority in the Loan, the Loan Agreement
(other than certain specified rights reserved by the Authority) and the Deed of Trust, all Funds and
Accounts created under the Indenture for the benefit of the Series A Bonds and the Subordinate Series B
Bonds,and any other property pledged to the payment of the Series A Bonds and the Subordinate Series
B Bonds in the granting clauses of the Indenture. Pursuant to the Ogranting clausesO referred to in the
Indenture, the Authority pledges and assigns to thet&ey for the benefit of the Series A Bonds, the
OSeries A Bonds Trust Estate,O which consists of all proceeds, Funds, Accounts, Revenues, Prepayments
the Loan, the Loan Agreement (other than certain rights to fees and indemnity reserved by the Authority)
the Deed of Trust, rights, interests, collections, and other property pledged to the payment of the Series A
Bonds pursuant to the Indenture. With respect to the Subordinate Series B Bonds, the Authority pledges
and assigns to the Trustee, for the bigradfthe Subordinate Series B Bonds, the OSubordinate Series B
Bonds Trust Estate,O which consists of all proceeds, Funds, Accounts, Revenues, Prepayments, the Loan
the Loan Agreement (other than certain rights to fees and indemnity reserved by thety3uthe Deed
of Trust, rights, interests, collections, and other property pledged to the payment of the Subordinate Series
B Bonds pursuant to the Indenture, subject to the Series A Bonds Trust Estate.

OPledged RevenuesO by definition consist of therRes, but excluding therefrom amounts on
deposit in the Unrestricted Account of the Repair and Replacement Fund, the Administration Fund, and
the Rebate Fund. ORevenues,O in turn, by definition consist of: (i) Operating Revenues; (ii) Prepayments;
(iii) the proceeds of any insurance, including the proceeds of aryns@léince covering loss relating to
the Project provided, however, that the Net Proceeds of any public liability insurance, casualty insurance
or title insurance required to be maintainedspant to the Loan Agreement will be applied as specified
in the Loan Agreement and the Indenture; (iv) all amounts on hand from time to time in the funds and
accounts established by the Trustee under the Indenture; (v) all proceeds of rental intansyntiorce
policies, if any, carried with respect to the Project pursuant to the Loan Agreement; (vi) any proceeds
derived from the exercise of remedies under the Deed of Trust; and (vii) any additional property that may
from time to time, by delivery or bwriting of any kind, be subjected to the lien of the Indenture by the
Authority or by anyone on its behalf, subject only to the provisions of the Indenture.

In the event that the Borrower acquires additional assets not subject to the liens and pledges
desribed in the Indenture (OOther AssetsO), such Other Assets will not be pledged to the payment of the
Bonds. To the extent that Bondowners are deemed to have any interest in the BorrowerOs Other Assets,
the Bondowners agree that their interest in thodeelOAssets is subordinate to the claims or rights of
other lenders or creditors, as applicable.

The Loan Agreement and the Note

Pursuant to the Loan Agreement, the Authority will make the Loan for the benefit of the
Borrower in an amount equal to the aggae principal amount of the Bonds. The BorrowerOs obligation
to repay the Loan will be evidenced by the Note. The Borrower is obligated under the Loan Agreement,
notwithstanding the schedule of payments under the Loan Agreement and the Note, to rhake suc
payments at such times as shall be sufficient, when added to the amounts otherwise available under the
Indenture, to pay the principal and premium, if any, of and interest on the Bonds when due, whether at
maturity, by optional or mandatory redemptiorbgracceleration.

Under the Loan Agreement the Borrower agrees to pay to the Trustee (i) on or prior to the
thirteenth (13th) day of each month, commencing in 2019, from budgeted Net Operating
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Revenues from the prior month, amounts sufficiermhke the monthly deposits required by paragraphs

(a) through (h) under the heading OTHE INDENTUR®&evenue FundO herein and (ii) on or prior to the
date that is 45 days following the end of each Bond Year, all remaining budgeted Net Operating Revenues
from such prior Bond Year. As security for the repayment of the Loan, the Borrower grants the Authority
a security interest in the Project pursuant to the terms of the Deed of Trust relating to the Project. See
OTHE LOAN AGREEMENTO herein.

The Projectjncluding the twentsthree mobile homes to be acquired by the Borrower, has been
appraised by John P. Neet, MAI as of August 27, 2019 at a market value of $7,700,000. Further, the
appraisal estimates the Ovalue in useO of the Project to a 501 (c)§&)fit@orporation to be $6,770,000
(see OTHE PROJECTO and OAPPENDNXAPpraisalO herein).

Borrower Obligations Non-Recourse

None of the BorrowerQOs directors, officers, employees or agents has or is intended to have any
liabilities under or in respect of theoan Agreement, the Indenture, the Note, the Deed of Trust, the
Regulatory Agreement, or any of the other documents or transactions contemplated by any of them. See
(RISK FACTORS.O

Reserve Fund

For a discussion of the Reserve Fund, SBEEEDINDENTUREN Selies A Bonds Debt Service
Reserve FundO andKE INDENTUREN Subordinate Series B Bonds Debt Service Reserve Fund.O
The moneys held in the Series A Bonds Debt Service Reserve Fund and the Subordinate Series B Bonds
Debt Service Reserve Fund may be investea iguaranteed investment contract or other investment
which satisfies the requirements of clause (j) of the definition OQualified InvestmentsO in the Indenture.
See @PPENDIX AN Definitions.O

7 THE INDENTURE

The following is a summary of certain provisiasisthe Indenture relevant to the Series A Bonds
and the Subordinate Series B Bonds. The Indenture also contains provisions relating to the Subordinate
Series C Bonds. The summary does not purport to be complete and is qualified in its entirety by
reference to the Indenture which is available from the Trustee upon request, and to Appendix A for the
definition of certain terms used herein. Any capitalized terms not otherwise defined herein or in
Appendix A are as defined in the Indenture.

Application of Bond Proceeds

On the Closing Date, the Authority will cause the proceeds of the sale of the Series A Bonds (less
underwriterOs discount) to be deposited with the Trustee in the Project Fund. The proceeds of the Series
A Bonds on deposit in the Project Fuwdl be disbursed in accordance with the Indenture and the Loan
Agreement as follows:

(a) the Trustee will deposit the amount of $ in the Series A Bonds Debt
Service Reserve Fund, equal to the initial Series A Bonds Debt Service Reserve Fund
Requirement;

(b) the Trustee will deposit the amount of $ in the Restricted Account of
the Replacement and Reserve Fund; and
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(© the Trustee will deposit the amount of $ in the Cost of Issuance
Fund.

The balance of the proceeds of thei&eA Bonds in the amount of $ will be deposited by
the Underwriter directly with the title company to pay a portion of the purchase price of the Project.

On the Closing Date, the Authority will cause the proceeds of the sale of the SubdgdinaseB
Bonds (less underwriterOs discount) to be deposited with the Trustee in the Project Fund. The proceeds of
the Subordinate Series B Bonds on deposit in the Project Fund will be disbursed in accordance with the
Indenture and the Loan Agreement akofws:

(a) the Trustee will deposit the amount of $ in the Subordinate Series B
Bonds Debt Service Reserve Fund, equal to the initial Subordinate Series B Bonds Debt Service
Reserve Fund Requirement; and

(b) the Trustee will deposit the amouot $ in the Cost of Issuance
Fund.

The Subordinate Series C Bonds will be delivered to the seller of the Project as consideration for
a portion of the purchase price of the Project.

Project Fund

The Authority will establish and maintain a spgdund designated as the Independent Cities
Finance Authority Royal York Estates Project Fund (the OProject FundO), which shall be held by the
Trustee. Amounts in the Project Fund will be expended and applied to fund the Loan which will allow
the Borrowe to acquire the Project. See OApplication of Bond Proceeds,O above. On the Closing Date,
the Trustee will pay out moneys in the Project Fund for the purpose of making the Loan, upon receipt by
the Trustee of a written direction of the Authority signgdih Authorized Officer.

Cost of Issuance Fund

The Trustee will establish, maintain and hold in trust a separate fund designated as the OCost of
Issuance Fund.O Moneys in the Cost of Issuance Fund shall be applied to the payment of Cost of Issuance,
upon receipt of an OfficerOs Certificate stating the person to whom and the purpose for which each
payment is to be made, and the amount of such payment. Upon receipt of an OfficerOs Certificate stating
that the Cost of Issuance have been fully paid and ireaegt within six months of the Closing Date, the
Trustee shall transfer any remaining balance to the Project Fund or to the Revenue Fund, as directed by
such OfficerOs Certificate, and such Fund shall be closed.

Deposits

Pursuant to the Loan Agreementg tAuthority is to cause the Borrower to collect and deposit or
cause to be collected and deposited with the Trustee, (i) on or prior to the thirteenth (13th) day of each
month, commencing in 2019, from budgeted Net Operating Revenues from rtimeopiio,
amounts sufficient to make the monthly deposits required by paragraphs (a) through (h) under the heading
OTHE INDENTURE Revenue FundO herein and (ii) on or prior to the date that is 45 days following the
end of each Bond Year, all remaining budgkeNet Operating Revenues from such prior Bond Year. The
Trustee shall notify the Authority and the Oversight Agent in the event that Net Operating Revenues
sufficient to make the monthly deposits required by paragraphs (a) through (h) under the HEd&ing O
INDENTUREN Revenue FundO herein have not been deposited by the thirteenth (13th) day of each
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month. The Trustee will be accountable only for moneys actually so deposited or held. All Net
Operating Revenues will be deposited for credit to the Revemue. FAIl Prepayments and Net Proceeds

with respect to the Loan will be deposited, first to the Series A Bonds Redemption Fund for the benefit of
the Owners of the Series A Bonds, second, if there are no Series A Bonds then Outstanding then, to the
Subordnate Series B Bonds Redemption Fund for the benefit of the Owners of the Subordinate Series B
Bonds, and then, to the extent permitted by the Indenture to be applied as Subordinate Series C Bonds
Residual Net Proceeds or Residual Prepayments, shall tsfetraal and deposited in the Subordinate
Series C Bonds Redemption Fund for the benefit of the owners of the Subordinate Series C Bonds.

Revenue Fund

The Revenue Fund shall be held by the Trustee for the benefit of the Series A Bonds and the
Subordinate S&ées B Bonds except to the extent of the application of Subordinate Series C Residual
Revenues for the benefit of the Subordinate Series C Bonds pursuant to paragraph (f) below.

All interest and other income from time to time received from the depositookys in the
Revenue Fund shall be retained in such fund and applied pursuant to the Indenture. On or before the third
Business Day preceding the 15th day of each month, the Trustee shall provide a written notice or
electronic notice to the Authority anlde Oversight Agent of the amount deposited in the Revenue Fund.
Except as otherwise set forth below, on the Business Day preceding the fifteenth (15th) day of each
month, commencing 2019, the Trustee shall withdraw from the Revenue Fundsiadtoan
the following funds the amounts indicated in the following tabulation, in the following order of priority,
or so much thereof as remains after first making all prior transfers:

(a) into the Series A Bonds Debt Service Fund, an amount equal tsibdhef the
interest due on the Series A Bonds on the next Interest Payment Date, an amount equal to one
sixth of the principal coming due on the Series A Bonds on the next Principal Payment Date, an
amount equal to onsixth of the mandatory sinking fund pagnt due on the Series A Bonds on
the next Principal Payment Date and an amount due on the next redemption date on the Series A
Bonds to be redeemed (other than pursuant to mandatory sinking fund redemption), provided that
such payments may be net of accriugerest on investments of funds held under this Indenture;

(b) into the Series B Bonds Debt Service Fund, an amount equal 4sixdheof the
interest due on the Series B Bonds on the next Interest Payment Date, an amount equal to one
sixth of the principacoming due, if any, on the Series B Bonds on the next Principal Payment
Date, an amount equal to eeixth of the mandatory sinking fund payment, if any, due on the
Series B Bonds on the next Principal Payment Date and an amount due, if any, on the next
redemption date on the Series B Bonds to be redeemed (other than pursuant to mandatory sinking
fund redemption), provided that such payments may be net of accrued interest on investments of
funds held under this Indenture;

(©) into the Series A Bonds Debt Sew Reserve Fund, the amount, if argguired
by theLoan Agreement

(d) into the Rebate Fund, the amount, if any, required to be deposited therein
pursuant to the Indenture;

(e) commencing on the Business Day preceding 15, 2020, into the General
Accountof the Administration Fund, (i) the amount, if any, necessary to pay or provide for one
twelfth of the Trustee Fee, including expenses in connection with the purchase or redemption of
any Bonds, all as provided and contemplated in the annual budgetyfitaé Borrower pursuant
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to the Loan Agreement and specified by the Borrower in writing to the Trustee, (ii) the amount, if
any, necessary to pay or provide for @nelfth of the annual Oversight Agent Fee, and (iii) the
amount, if any, necessary to paypsovide for onetwelfth of the other Fees and Charges, if any,

all as provided and contemplated in the annual budget filed by the Borrower pursuant to the Loan
Agreement and specified by the Borrower in writing to the Trustee (any fees and expenses of the
Fiduciaries above and beyond the amount contemplated in the annual budget filed by the
Borrower pursuant to the Loan Agreement shall be paid from the Surplus Fund);

) into the Series C Bonds Debt Service Fund, an amount equal sixthef the
interest de on the Series C Bonds on the next Interest Payment Date, an amount equal to one
sixth of the principal payment due, if any, on the Series C Bonds on the next Principal Payment
Date, and an amount due, if any, on the next redemption date on the Sermsl€ t8 be
redeemed,;

(9) into the Series B Bonds Debt Service Reserve Fund, the amount, if any, to
increase the balance therein to the Series B Bonds Debt Service Reserve Requirement;

(h) commencing on the Business Day preceding 15, 20__, into the
GeneralAccount of the Administration Fund, the amount, if any, necessary to pay or provide for
onetwelfth of the Authority Annual Fee (not including the amount, if any, due to the Authority
for certain audit costs as set forth in the Regulatory Agreement);

(@ into the Borrower Administration Fee Account of the Administration Fund an
amount equal to the Borrower Administration Fee as such amount is set forth in writing from the
Borrower to the Trustee, which Borrower Administration Fee is authorized under theuhegent
plus any amounts for previous periods not paid to the Borrower. Any such amounts so deposited
to be paid to the Borrower, on the last day of each month;

) on or after the 60th day following the end of a Bond Year, to the extent of
available budgeted\et Operating Revenues from such prior Bond Year, into the Unrestricted
Account of the Repair and Replacement Fund, the amount, if any, necessary to bring the
aggregate amount on deposit in the Repair and Replacement Fund (including the Restricted
Accounttherein) to at least $ ; and

(k) on or after the 60th day following the end of a Bond Year, after making all of the
foregoing transfers, into the Surplus Fund, the amount, if any, remaining in the Revenue Fund
from the preceding Bond Year.

Notwithstanding the foregoing, so long as the Borrower has monthly Net Operating Revenues
that are at least equal to said monthOs portion of items (a) through (h), then the Borrower may retain from
Net Operating Revenues for such month the Borrower AdministrationoFesei¢ch month, in accordance
with the annual budget filed with the Trustee.

Notwithstanding the foregoing paragraphs (e) and (h), the Borrower may at any time elect to
deposit additional amounts, including, without limitation, transfers from the Surplog, Foto the
General Account of the Administration Fund. No additional deposits to the General Account of the
Administration Fund shall be required under paragraphs (e) and (h) if, on the Business Day preceding the
fifteenth (18" day of any month, suffient funds have previously been deposited into such account.
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Series A Bonds Debt Service Fund

The Series A Bonds Debt Service Fund will be held by the Trustee. The Trustee will withdraw
from the Series A Bonds Debt Service Fund, on or prior to eactestteayment Date, an amount equal
to the unpaid interest due on the Series A Bonds on that date and shall cause it to be applied to the
payment of such interest when due. If the withdrawals required in the previous sentence on the same and
every prior Irierest Payment Date have been made, the Trustee will withdraw from the Series A Bonds
Debt Service Fund, on or prior to each Principal Payment Date, an amount equal to the Principal Amount
of the Outstanding Series A Bonds, if any, maturing on that datevdhcause it to be applied to the
payment of the principal of the Series A Bonds when due. Each withdrawal from the Series A Bonds
Debt Service Fund as described above will be made on or immediately prior to the Interest Payment Date
or Principal Paymmt Date to which it relates, and the amount so withdrawn shall be deemed to be part of
the Series A Bonds Debt Service Fund until such Interest Payment Date or Principal Payment Date. In
the event that amounts on deposit in the Series A Debt Servicedrendsufficient to make transfers
under the foregoing sentences when required, the Trustee will transfer to the Series A Bond Debt Service
Fund, the amount of such insufficiency first from the Surplus Fund, then from moneys in the Subordinate
Series C Bods Debt Service Fund pursuant to the Indenture and then from the Series A Debt Service
Reserve Fund.

The Trustee shall apply money in the Series A Bddet Service Fund to the purchase or the
redemption of the Series A Term Bonds in the manner provided in the Indenture, provided that no such
Series A Bonds shall be so purchased in lieu of redemption during the period of 45 days next preceding
each Sinkiag Fund Installment due date established for such Series A Term Bonds. The price paid by the
Trustee (including any brokerage and other charges) for any Series A Term Bond purchased pursuant to
this paragraph will not exceed the Redemption Price appéicabithe next date on which such Series A
Term Bond could be redeemed in accordance with its terms as part of a Sinking Fund Installment.
Subject to the limitations set forth and referred to in the Indenture, the Trustee shall purchase Series A
Term Bondsat such times, for such prices, in such manner (whether after advertisement for tenders or
otherwise) as the Trustee will be directed by a certificate of a Borrower Representative, with a copy to the
Authority, and as may be possible with the amount ohegyoavailable in the Series A Bonds Debt
Service Fund therefor.

As soon as practicable after the 45th day but not later than the 30th day prior to the due date of
any Sinking Fund Installment, the Trustee will proceed pursuant to the Indenture to rdieimption on
that date a Principal Amount of Series A Term Bonds subject to such Sinking Fund Installment in such
amount as shall be necessary to complete the retirement of the Principal Amount of the Series A Term
Bonds of such maturity specified for $uginking Fund Installment. The Trustee will withdraw from the
Series A Bonds Debt Service Fund, on or prior to the due date of the next Sinking Fund Installment, an
amount equal to the Principal Amount of the Series A Term Bonds called for redemptoiciodate
pursuant to this paragraph, and will cause it to be applied to the payment of the Redemption Price thereof
to such date.

If, by application of moneys in the Series A Bonds Debt Service Fund, the Trustee will purchase
in any Bond Year Series A TrerBonds subject to redemption from moneys in the Series A Bonds Debt
Service Fund in excess of the aggregate Sinking Fund Installment in respect of such Term Bonds for such
Bond Year, the Trustee shall file with the Authority and the Borrower not later tthe 20th day
preceding the close of such Bond Year, a statement identifying such Series A Term Bonds purchased and
called for redemption during such Bond Year. The Borrower will thereafter cause a certificate of a
Borrower Representative, with a copytbhe Authority, to be filed with the Trustee not later than the 10th
day preceding the close of such Bond Year setting forth with respect to the amount of such excess the
years in which Sinking Fund Installments are to be reduced and the respective dmyowhish such
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Sinking Fund Installments are to be reduced; provided that such reduction shall be as nearly as practicable
pro rata among remaining Sinking Fund Installments so as to be in increments of $5,000.

All interest and other income from time tong received from the deposit and investment of
moneys in the Series A Bonds Debt Service Fund will be transferred upon receipt to the Revenue Fund.

Series A Bonds Redemption Fund

The Series A Bonds Redemption Fund shall be held by the Trustee. The Bhaltedeposit
into the Series A Bonds Redemption Fund any Prepayments or Net Proceeds pursuant to the Indenture.
Any moneys on deposit in the Series A Bonds Redemption Fund shall be used and applied as soon as
practicable following the receipt thereofjtinot later than twelve months after such receipt, for either or
both of the following purposes: (a) to the redemption of Series A Bonds as may be designated in an
OfficerOs Certificate; or (b) the purchase of Series A Bonds at a price specified byroeeBdut only
upon receipt of a certificate of a Borrower Representative, with a copy to the Authority, stating the
Principal Amounts and maturities of the Series A Bonds to be purchased; provided that no such purchase
shall be made at a price in excedsthe Redemption Price applicable on the next ensuing redemption
date, and that no such purchase shall be made during the period of 45 days next preceding a redemption
date from moneys to be applied pursuant to clause (a) above to the redemptionsoA Seniwls on such
date. All interest and other income from time to time received from the deposit and investment of
moneys in the Series A Bonds Redemption Fund shall be transferred upon receipt to the Revenue Fund.

Series A Bonds Debt Service Reserve Fund

The Series A Bonds Debt Service Reserve Fund shall be held by the Trustee. If available moneys
in the Series A Bonds Debt Service Fund and the Surplus Fund shall be insufficient to pay in full the
interest on and principal of any Series A Bonds becordimgy on any Interest Payment Date, Principal
Payment Date or any date on which Series A Bonds have been called for redemption, the Trustee shall
transfer an amount equal to the deficiency (following any withdrawal and transfer from the amounts in the
Subodinate Series C Bonds Debt Service Fund as required under the Indenture) from the Series A Bonds
Debt Service Reserve Fund to the Series A Bonds Debt Service Fund for such purpose unless the
Authority shall, by an OfficerOs Certificate delivered to thest€euprior to the Interest Payment Date,
designate one or more Funds or Accounts from which an amount equal to the deficiency in the Series A
Bonds Debt Service Fund is required to be transferred to the Series A Bonds Debt Service Fund.

All interest and dter income from time to time received from the deposit and investment of
moneys in the Series A Bonds Debt Service Reserve Fund shall be transferred upon receipt to the
Revenue Fund.

If, on or before an Interest Payment Date the amount in the Series A Befd Service Reserve
Fund exceeds the Series A Bonds Debt Service Reserve Fund Requirement, the Trustee shall withdraw
the amount therein in excess of the Series A Bonds Debt Service Reserve Fund Requirement and transfer
such amount to the Revenue Fund.

Whenever the Authority shall receive a Prepayment or Net Proceeds and shall transfer the
proceeds thereof to the Series A Bonds Redemption Fund, which in any such case would result in the
reduction of the Series A Bonds Debt Service Reserve Fund Requireptenapplication of the moneys
so transferred to the purchase or redemption of Series A Bonds, the Trustee shall, immediately prior to
and in connection with each such purchase or redemption, withdraw from the Series A Bonds Debt
Service Reserve Fund addposit in the Series A Bonds Redemption Fund an amount of moneys equal to
the reduction of the Series A Bonds Debt Service Reserve Fund Requirement which would result upon
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the purchase or redemption of such Series A Bonds (including the purchase grti@d@isuch Series

A Bonds utilizing the moneys being transferred from the Series A Bonds Debt Service Reserve Fund and
deposited in the Series A Bonds Redemption Fund pursuant to the provisions of this paragraph), but only
to the extent that any suchthdrawal would not reduce the amount of the Series A Bonds Debt Service
Reserve Fund below the Series A Bonds Debt Service Reserve Fund Requirement. The amount of
moneys to be withdrawn from the Series A Bonds Debt Service Reserve Fund in each instararg pu

to the provisions of this paragraph shall be as determined by a certificate of a Borrower Representative,
with a copy to the Authority.

Subordinate Series B Bonds Debt Service Fund

The Subordinate Series B Bonds Debt Service Fund will be held Bydktee. The Trustee will
withdraw from the Subordinate Series B Bonds Debt Service Fund, on or prior to each Interest Payment
Date, an amount equal to the unpaid interest due on the Subordinate Series B Bonds on that date and shall
cause it to be applieto the payment of such interest when due. If the withdrawals required in the
previous sentence on the same and every prior Interest Payment Date have been made, the Trustee will
withdraw from the Subordinate Series B Bonds Debt Service Fund, on otgeach Principal Payment
Date, an amount equal to the Principal Amount of the Outstanding Subordinate Series B Bonds, if any,
maturing on that date and shall cause it to be applied to the payment of the principal of the Subordinate
Series B Bonds when du Each withdrawal from the Subordinate Series B Bonds Debt Service Fund as
described above will be made on or immediately prior to the Interest Payment Date or Principal Payment
Date to which it relates, and the amount so withdrawn shall be deemedptrtbef the Subordinate
Series B Bonds Debt Service Fund until such Interest Payment Date or Principal Payment Date. In the
event that amounts on deposit in the Subordinate Series B Bonds Debt Service Fund are insufficient to
make the transfers under tferegoing sentences when required thereunder, the Trustee shall transfer to
the Subordinate Series B Bonds Debt Service Fund the amount of such insufficiency from the
Subordinate Series C Bonds Debt Service Fund.

All interest and other income from time tone received from the deposit and investment of
moneys in the Subordinate Series B Bonds Debt Service Fund shall be transferred upon receipt to the
Revenue Fund.

Notwithstanding any other provisions in the Indenture to the contrary, in the event thatd t
day of any month there are insufficient moneys in the Revenue Fund to make the deposit to the Series A
Bonds Debt Service Fund required to be made under paragraph (a) of the section above entitled ORevenue
Fund,O then the Trustee will transfer amant equal to any remaining shortfall from the Subordinate
Series B Bonds Debt Service Fund to the Series A Bonds Debt Service Fund.

Subordinate Series B Bonds Redemption Fund

The Subordinate Series B Bonds Redemption Fund shall be held by the Trubedrugtee
shall deposit into the Subordinate Series B Bonds Redemption Fund any Prepayments or Net Proceeds
pursuant to the Indenture. Any moneys on deposit in the Subordinate Series B Bonds Redemption Fund
shall be used and applied, as soon as prat¢idallowing the receipt thereof, but not later than twelve
months after such receipt, for either or both of the following purposes: (a) to the redemption of
Subordinate Series B Bonds as may be designated in an OfficerOs Certificate; or (b) to the plurchas
Subordinate Series B Bonds at the price specified by the Borrower, but only upon receipt of a certificate
of a Borrower Representative, with a copy to the Authority, stating the Principal Amounts and maturities
of the Subordinate Series B Bonds topchased; provided that no such purchase shall be made at a
price in excess of the Redemption Price applicable on the next ensuing redemption date, and that no such
purchase shall be made during the period of 45 days next preceding a redemption detenfegmsto be
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applied pursuant to clause (a) above to the redemption of Subordinate Series B Bonds on such date. All
interest and other income from time to time received from the deposit and investment of moneys in the
Subordinate Series B Bonds Redemptamd shall be transferred upon receipt to the Revenue Fund.

Subordinate Series B Bonds Debt Service Reserve Fund

The Subordinate Series B Bonds Debt Service Reserve Fund will be held by the Trustee. If
available moneys in the Subordinate Series B Borelst Bervice Fund shall be insufficient to pay in full
the interest on and principal due at maturity of any Subordinate Series B Bonds becoming due on any
Interest Payment Date, the Principal Payment Date or any date on which Subordinate Series B Bonds
havebeen called for redemption, the Trustee shall transfer an amount equal to the deficiency from the
Subordinate Series B Bonds Debt Service Reserve Fund to the Subordinate Series B Bonds Debt Service
Fund for such purpose.

All interest and other income frotime to time received from the deposit and investment of
moneys in the Subordinate Series B Bonds Debt Service Reserve Fund shall be transferred upon receipt to
the Revenue Fund.

If, at any time, the amount in the Subordinate Series B Bonds Debt Seeseev/B Fund exceeds
the Subordinate Series B Bonds Debt Service Reserve Fund Requirement, the Trustee shall withdraw the
amount therein in excess of the Subordinate Series B Bonds Debt Service Reserve Fund Requirement and
transfer such amount to the Reverfund.

Rebate Fund

The Rebate Fund will be administered in accordance with the provisions of the Indenture. The
Rebate Fund will not be subject to the lien or encumbrance of the Indenture and will be held in trust by
the Trustee for the benefit of the itbd States of America. The amounts deposited in the Rebate Fund
will be subject to the claim of no other person, including that of the Trustee and Bondowners. Moneys
transferred to the Rebate Fund pursuant to the Indenture will be used for no otloseghem to make
payments to the United States Treasury, at the time and manner and in the amount and as more fully
provided in the Indenture.

The Trustee will be deemed conclusively to have complied with the provisions of the Indenture
and the TaxCertificate related to Rebatable Arbitrage if it follows the directions of the Borrower, and the
Trustee will have no independent responsibility to, or liability resulting from its failure to, enforce
compliance by the Borrower or the Authority with thesions of the Indenture and the Tax Certificate
with respect to Rebatable Arbitrage.

Administration Fund

The Trustee shall establish the Administration Fund and establish therein the General Account
and the Borrower Administration Fee Account. Moneysodéed in the Accounts of the Administration
Fund shall be held therein in segregated Accounts until disbursed.

Moneys deposited in the General Account of the Administration Fund shall be applied by the
Trustee to the Authority Annual Fee (payable on atinly basis to the Authority; provided that amounts,
if any, due to the Authority for certain audit costs as set forth in the Regulatory Agreement shall be
payable upon receipt of an invoice from the Authority) and the Oversight Agent Fee, and from time to
time as directed by a certificate of a Borrower Representative, with a copy to the Authority, to the
payment of ordinary fees and expenses of Fiduciaries, including expenses of purchase or redemption of
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Bonds. Any fees and expenses of the Fiduciariesamndunts payable to the Authority above and
beyond the amount contemplated in the final annual budget prepared by the Borrower shall be paid from
the Surplus Fund, or if the Surplus Fund is insufficient, shall be paid by the Borrower.

Moneys deposited irhe Borrower Administration Fee Account of the Administration Fund shall
be applied by the Trustee, on a monthly basis, to the payment of the Borrower Administration Fee.

All interest and other income from time to time received from the deposit and inmeste
moneys in the Accounts of the Administration Fund shall be transferred upon receipt to the Revenue
Fund.

The Borrower may at any time elect to deposit additional amounts, including, without limitation,
transfers from the Surplus Fund, into the Acdsuwf the Administration Fund.

Repair and Replacement Fund

The Trustee shall establish and hold the Repair and Replacement Fund for the financial benefit of
the Project and shall deposit therein the amounts provided in the Indenture. Moneys depobk#ed in t
Repair and Replacement Fund shall be held therein segregated from other funds held by the Trustee until
disbursed for the purposes provided in the Indenture. Expenditures from the Repair and Replacement
Fund which are not included in the annual budget Exhibit C of the Loan Agreement shall be subject
to the Oversight AgentOs approval. Disbursements from the Restricted Account of the Repair and
Replacement Fund shall be made upon the written request of the Borrower and approved in writing by the
Oversight Agent solely for the purpose of funding capital improvements to the Project, including certain
of the items set forth in Exhibit C to the Loan Agreement and capital improvements to the Project
identified in the annual budget filed by the Borrowersmant to the Loan Agreement, or to redeem Series
A Bonds. Disbursements from the Unrestricted Account of the Repair and Replacement Fund shall be
made upon the written request of the Borrower for the purpose of effecting the remaining items set forth
in Exhibit C to the Loan Agreement or for any other purpose for the benefit of the Project in accordance
with the annual budget filed by the Borrower pursuant to the Loan Agreement or for such other similar
purposes which the Oversight Agent shall reasonaib®etd including maintenance costs, replacement of
machinery and appliances and including, if necessary, making payments for debt service on the Bonds.
Moneys in the Repair and Replacement Fund shall be disbursed upon the written request of the Borrower
in accordance with the provisions of the Loan Agreement. Interest earnings on moneys in the Repair and
Replacement Fund will be deposited to the Revenue Fund. The Trustee shall also accept for deposit into
the Unrestricted Account of the Repair and Regaent Fund, any other moneys delivered from time to
time by the Borrower, including, without limitation, transfers from the Surplus Fund, with directions for
deposit to such account of the Repair and Replacement Fund.

Subordinate Series C Bonds Funds

The Indenture also establishes a Subordinate Series C Bonds Debt Service Fund and a
Subordinate Series C Bonds Redemption Fund, all to be held by the Trustee for payments with respect to
the Subordinate Series C Bonds.

Surplus Fund

[The Surplus Fund shall beshdl by the Trustee. The Trustee shall deposit into the Surplus Fund
the amounts specified in the Indenture. Annually, following computation and deposit of the Rebatable

Arbitrage for the preceding Bond Year (if required for such Bond Year under thaure)ein the Rebate
Fund and provided there is no deficiency in the Series A Bonds Debt Service Fund, the Subordinate

33



Series B Bonds Debt Service Fund, the Series A Bonds Debt Service Reserve Fund, the Rebate Fund, the
Administration Fund, the Subordingseries C Bonds Debt Service Fund, or the Repair and Replacement
Fund and provided no Event of Default has been declared under the Indenture or pursuant to the Loan
Agreement, any moneys in the Surplus Fund shall be released from the lien of the Indenttless
frequently than annually, upon delivery to the Trustee of the -asemial Coverage Requirement
Certificate and the written request of the Borrower approved in writing by the Oversight Agent, and the
amounts on deposit in the Surplus Fund as ofctheclusion of the immediately preceding Bond Year

shall be transferred to the Borrower for use for any lawful purpose relating to the Project, including, but
not limited to, financing repairs, replacements or improvements to the Project or providing renta
subsidies.]

If, at any time, there is a deficiency in the Series A Bonds Debt Service Fund, the Subordinate
Series B Bonds Debt Service Fund, the Series A Bonds Debt Service Reserve Fund, the Subordinate
Series B Bonds Debt Service Reserve Fund, the tBdhand, the Administration Fund, the Repair and
Replacement Fund or the Subordinate Series C Bonds Debt Service Fund, the Trustee shall withdraw
from the Surplus Fund and deposit in such Fund, in the order set forth for disposition of Revenues
generally mder the Indenture, the amount necessary to remedy such deficiency and shall give written
notice to the Authority of such withdrawal.

All interest and other income from time to time received from the deposit and investment of
moneys in the Surplus Fund dHze transferred upon receipt to the Revenue Fund.

Investment and Deposit of Funds

The Trustee will keep all money held by it, as continuously as reasonably possible, invested and
reinvested in Qualified Investments maturing at the times and in the aegpired by the Indenture,
all as instructed in writing by a Borrower Representative and subject to the specific requirements of the
Indenture. In the event that written investment instructions of a Borrower Representative are not received
by the Truste in a timely manner, the Trustee shall invest the amounts deposited in the Funds and
Accounts in those investments defined in clause (g) of the definition of OQualified Investments.O See
OAPPENDIX A DEFINITIONS.O Except for Investment Agreements, Repseh&greements and
Forward Delivery/Forward Purchaser Agreements described in clauses (j), (k) and (l) of the definition of
OQualified InvestmentsO in the Indenture all investments made by the Trustee shall provide for payment
of principal and interest whicwill be payable no later than the earlier to occur of six (6) months from the
date of investment or the date on which it is estimated that such moneys will be required by the Trustee.

Moneys in any Fund or Account created and established by, or mathtanesuant to, the
Indenture and held by a Fiduciary may be invested in common with moneys held in any other such Fund
or Account; provided, however, that the common investments with such other moneys constitute
Qualified Investments and provided, furthérat such investments are held by the same Fiduciary acting
in the same capacity.

Obligations purchased as an investment of moneys in any Fund or Account held by a Fiduciary
under the Indenture will be deemed at all times to be a part of such Fundoamfend the income or
interest earned by, or incremented to, any such Fund or Account due to the investment and reinvestment
thereof shall be retained in such Fund or Account as part thereof, except as otherwise provided in the
Indenture and subject to ghrequired transfer thereof from such Fund or Account pursuant to the
Indenture. A Fiduciary will sell in any commercially reasonable name, or present for redemption, any
obligation purchased by it as an investment whenever it will be necessary inoopdevide moneys to
meet any payment or transfer from the Fund or Account for which such investment was made; provided,
however, that in lieu of liquidating any such investment obligations and transferring the proceeds thereof,
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the Trustee may transfer iestment obligations which will mature and the proceeds of which will be
available on or before the date such proceeds are required for the purposes of the Indenture. The
Authority and the Borrower acknowledge that to the extent that regulations of thetrGlben of the
Currency or other applicable regulatory agency grant the Authority or the Borrower the right to receive
brokerage confirmations of security transactions, the Authority and the Borrower waive receipt of such
confirmations. The Trustee wiflurnish to the Authority and the Borrower periodic statements which
include detail of all investment transactions made by the Trustee. Each Fiduciary will advise the
Authority and the Borrower in writing, on or before the fifteenth (15th) day of eachdzalenonth, of

the details of all investments held for the credit of each Account in its custody under the provisions of the
Indenture as of the end of the preceding month. The Trustee or an affiliate may act as principal or agent
in the acquisition or @dposition of investments and purchase and sell investments through its investment
department or that of its affiliates, each of which shall be entitled to its customary fee therefor.

In computing the amount in any Fund or Account held by a Fiduciary ofrtietee under the
provisions of the Indenture, the Trustee shall value (or cause to be valued at the BorrowerOs expense)
obligations purchased as an investment of moneys therein as of the end of each month. In making any
valuations hereunder the Trusteay do so in the manner currently employed by the Trustee or any other
manner consistent with industry standard, including, without limitation, use of any computer pricing serve
selected by the Trustee, and may conclusively rely thereon. Notwithstahdifigrégoing, the Trustee
shall determine the value of the Debt Service Reserve Fund investments no less frequently than
semiannually as of each May 15 and November 15 (and monthly from the date of any deficiency until
such deficiency is cured

Neither theTrustee nor any Fiduciary shall be liable or responsible for making or failing to make
any investment authorized by the provisions of the Indenture, in the manner provided in the Indenture, or
for any loss, fee, tax or other charge resulting from any swelstment, reinvestment or liquidation of an
investment so made or failure to so make, except for its own negligence. The Trustee may deem
investments directed by a Borrower Representative as Qualified Investments without independent
investigation thereo

Covenants of the Authority

Payment of Series A Bonds and Subordinate Series B Bofidiee Authority will duly and
punctually pay or cause to be paid, but solely from the Series A Bonds Trust Estate, as to the Series A
Bonds, and from the Subordinate i8erB Bonds Trust Estate, as to the Subordinate Series B Bonds, the
principal or Redemption Price, if any, of every Series A Bond and Subordinate Series B Bond and the
interest thereon, at the dates and places and in the manner provided in the SeriedsAambn
Subordinate Series B Bonds according to the true intent and meaning thereof.

Offices for Payment and Registration of Series A Bonds and Subordinate Series B Bbeds
Authority may designate an additional Paying Agent located within or out dbtdte where Series A
Bonds or Subordinate Series B Bonds may be presented for payment.

Further AssurancesAt any and all times the Authority will, so far as it may be authorized or
permitted by law, pass, make, do, execute, acknowledge and deliveid aery such further resolution,
acts, deeds, conveyances, assignments, transfers and assurances as may be necessary or desirable for t
better assuring, conveying, granting, assigning, confirming and effecting all and singular the proceeds,
moneys, righs, interests and collections in the Indenture pledged or assigned or intended so to be, or
which the Authority may hereafter become bound to pledge or assign.
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Power to Issue Series A Bonds and Subordinate Series B Bonds and Make .Pladiges
Authority is duly authorized pursuant to law to authorize and issue the Bonds and to adopt the Indenture
and to pledge the Series A Bonds Trust Estate and the Subordinate Series B Bonds Trust Estate in the
manner and to the extent provided in the Indenture. ThesSeiBonds Trust Estate and the Subordinate
Series B Bonds Trust Estate are and will remain free and clear of any pledge, lien, charge or encumbrance
thereon or with respect thereto prior to, or of equal rank with, the pledge created by the Indenture. The
Series A Bonds, the Subordinate Series B Bonds and the provisions of the Indenture are and will be the
valid and legally enforceable obligations of the Authority in accordance with the terms of the Indenture.
The Authority will at all times, to the extepermitted by law, defend, preserve and protect said pledge of
the Series A Bonds Trust Estate, the Subordinate Series B Bonds Trust Estate and all the rights of the
Series A and Subordinate Series B Bond Owners under the Indenture against all claims amdscof
all persons whomsoever.

Use of Proceeds The Authority will use and apply the proceeds of Bonds, to the extent not
otherwise required by the Indenture to make the Loan for the purposes specified in the Act and the
Indenture, and will do all sucicts and things necessary to receive and collect when due, all Revenues,
and will diligently enforce, and take all steps, actions and proceedings reasonably necessary in the
judgment of the Authority for the enforcement of all terms, covenants and oorsditi the Loan.

The Loan will be made by the Authority from the proceeds of the Bonds concurrently with the
issuance of the Bonds and the Deed of Trust securing the Loan will have been executed and recorded
either concurrently or prior to the issuance detivery of the Bonds; provided that:

(a) the Deed of Trust will constitute and create a mortgage lien on the Project subject only to
Permitted Encumbrances, which further provides a valid security interest in the personal property
acquired with proceeds the Loan and attached to or used or to be used in connection with the operation
of the Project, and in all rents, revenues, receipts, income and other moneys received by or payable to the
Borrower; and

(b) the Borrower shall have marketable title in &mple to the Property, free and clear of all
liens and encumbrances, other than Permitted Encumbrances, which would materially affect the value or
usefulness of such Property, as set forth in the policy of title insurance delivered in connectionhtherewit
and in a form which is satisfactory to the Authority.

Fees and ChargesThe Authority shall review and approve such Fees and Charges as it shall
deem appropriate to pay each Fiduciary acting in connection with the Indenture and the Bonds. Subject to
prior review by the Authority or its Oversight Agent on the AuthorityOs behalf, the Borrower shall provide
the Trustee with a schedule of the Fees and Charges to be paid by the Borrower and of each revision of
such schedule, and shall require the Borrowanaiie payment of such Fees and Charges directly to the
Trustee. The Trustee shall promptly deposit all such Fees and Charges so collected in the Administration
Fund. The Trustee shall promptly advise the Authority of each and every failure of the Bdoomake
payment of Fees and Charges when due.

Modification of the Terms of Deed of TrusfThe Authority will not consent to the modification
of, or modify, the rate or rates of interest of, or the amount or time of payment of any installment of
principd of or interest on the Loan on the Project, or the amount or time of payment of any Fees and
Charges payable with respect to such Loan, or the security for or any terms or provisions of the Loan on
the Project or the Deed of Trust securing the same inaanar detrimental to the Trustee or the
Bondowners.
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Prepayments The Authority shall not accept, nor permit the Trustee to accept a Prepayment from
the Borrower, unless a Coverage Requirement Certificate is provided to the Trustee which, in addition to
containing the requirements of the Loan Agreement, also shows that the proceeds of such prepayment
received by the Authority shall be in an amount not less than the aggregate of (i) the amount to be
prepaid; (i) any interest and Fees and Charges on the doamed through the date of receipt of the
proceeds of the Prepayment remaining unpaid; (iii) to the extent not otherwise paid by the Borrower, the
interest that would accrue on the Bonds of such maturity or maturities as are to be designated by the
Authority pursuant to the Indenture to be purchased or redeemed with the proceeds of such Prepayment
from the date of receipt thereof by the Authority until the applicable optional redemption date of the
Bonds so to be purchased or redeemed; (iv) the redempt@mium payable on the next applicable
optional redemption date on the Bonds so to be purchased or redeemed, if any; and (v) the costs and
expenses of the Authority in effecting the purchase or redemption of such Bonds, less the sum of (A) the
amount of aplicable moneys available for withdrawal from the Series A Bonds Debt Service Reserve
Fund and the Series A Bonds Debt Service Fund and application to the purchase or redemption of such
Series A Bonds, the amount of applicable moneys available for withtifeom the Subordinate Series B
Bonds Debt Service Reserve Fund and the Subordinate Series B Bonds Debt Service Fund and
application to the purchase or redemption of such Subordinate Series B Bonds and the Subordinate Series
C Bonds Debt Service Fund Wwitrespect to the application to the purchase or redemption of the
Subordinate Series C Bonds in accordance with the terms and provisions of the Indenture, as determined
by the Authority, and (B) the amount of any other legally available funds of the Ayttransferred or
directed by the Authority to be transferred to the Series A Bonds Redemption Fund, the Subordinate
Series B Bonds Redemption Fund or the Subordinate Series C Bonds Redemption Fund, as may be
appropriate, in connection with such purchaseedemption.

Disposition of Net Proceeds and PrepaymentBlet Proceeds constituting proceeds of a
condemnation award, sale of land, or casualty insurance claim with respect to the Project shall be
deposited in a special restoration account to be esialliand held by the Trustee for the Project and the
Trustee upon receipt of Net Proceeds shall give written notice to the Authority of such event. Such
amounts shall either be applied to the redemption of Bonds or the repair, replacement, restoration or
rebuilding of the Project or part thereof as determined in accordance with the Indenture. Prior to the
receipt of Net Proceeds by the Trustee, the Trustee will first receive a written direction from the Borrower
as to whether such proceeds shall be ugeddeem the Bonds or to rebuild the Project as set forth in the
Loan Agreement. Upon receipt of such written direction from the Borrower that such Net Proceeds will
be used to redeem the Bonds, the Trustee will notify the Authority and the Borroweraslsalthe Net
Proceeds to be paid to the Trustee no more than 30 days from the date that such Net Proceeds will be usec
to redeem the Bonds.

Amounts in the special restoration account described above shall be applied to the repair,
replacement, restoratioor rebuilding of the Project if the Borrower will deliver or cause to be delivered
to the Trustee within ninety (90) days or such longer period as approved by the Authority of the event
giving rise to the Net Proceeds written notice of its determindtiansuch proceeds may be applied to
the repair, replacement, restoration or rebuilding of the Project or part thereof in an economical manner,
and that such proceeds shall be sufficient, together with any other moneys deposited into such special
restoratbn account for such purpose together with (1) evidence of the AuthorityOs written consent thereto,
and (2) with a report of a management consultant to the effect that following such repair or restoration,
the tests set forth in the Loan Agreement with eesfio coverage levels in the Coverage Requirement
Certificate will be met. Upon compliance with these conditions, the Trustee shall disburse the moneys so
deposited for such repair, replacement, restoration or rebuilding, but not in an aggregate amount
exceeding the cost thereof, upon receipt of a certificate of a Borrower Representative approved by the
Oversight Agent, with a copy to the Authority, stating (i) the amount to be paid, (ii) the name of the
person to which payment is to be made, and (iaf such amount, together with all prior payments from

37



such account, do not exceed the cost of such repair, replacement, restoration or rebuilding; provided that
prior to making any such payments, the Trustee shall first have received a certificate obweBor
Representative approved by the Oversight Agent, with copies to the Authority, stating (i) the estimated
cost of such repair, replacement, restoration or rebuilding, (ii) that such repair, replacement, restoration or
rebuilding is, in the signerOs mipn, economically practicable with the proceeds of such condemnation
award, sale of land or hazard insurance claim, and other moneys, if any, deposited in such account, and
(iiiy that the plans and specifications, if any, prepared for such repair, rematerestoration and
rebuilding have been approved by the Authority. All disbursements made by the Trustee pursuant to such
BorrowerQs Certificate shall be presumed to be made properly, and the Trustee shall not be required to see
to the application ofray payments so made or inquire into the purposes for which such disbursements are
made.

Any amounts remaining in a special restoration account and not required for the repair,
replacement, restoration or rebuilding of the Project, all other Net Proca&seppayments, less the cost
and expenses of the Authority incurred in collecting the same and in effecting the purchase or redemption
of the Bonds to be purchased or redeemed, shall be deposited in the Series A Bonds Redemption Fund,
the Subordinate SedeB Bonds Redemption Fund or the Subordinate Series C Bonds Redemption Fund,
as appropriate, and shall be applied to the purchase, payment, retirement or redemption of the Bonds all in
accordance with the provisions of the Indenture, provided, howevdr,atha portion of such Net
Proceeds or Prepayment which represents due and unpaid principal of, or interest on, or Fees and Charges
with respect to, the Loan in each case as determined by the Authority in an OfficerOs Certificate delivered
to the Trustee,lall be deposited in the Revenue Fund in such amount, if any, as shall be set forth in such
Certificate.

Enforcement and Foreclosure of Deed of Truhe Authority will cooperate with the Trustee in
connection with the enforcement of all terms, covenants conditions of the Deed of Trust, including
the prompt payment of Revenues.

Whenever it shall be necessary in order to protect and enforce the rights of the Authority under
the Deed of Trust securing the Loan and to protect and enforce the rightstenedti of Bondowners
under the Indenture, the Trustee shall commence foreclosure proceedings or pursue other appropriate
remedies against the Borrower in default under the provisions of the Deed of Trust and, in protection and
enforcement of its rights dier the Deed of Trust, may bid for and purchase the Project at any foreclosure
or other sale thereof and pursuant thereto or otherwise acquire and take possession of the Project.

The Authority (and the Trustee, if acting in enforcing the Deed of Trust) sbaentitled to
payment of all of its costs incurred in connection with enforcement of the Deed of Trust, including, but
not limited to, legal fees and expenses, from Revenues prior to the use of Revenues for any other purpose
under the Indenture.

The cwenants set forth in the preceding three paragraphs shall be for the benefit of the Series A
Bonds and the Subordinate Series B Bonds so long as any Series A Bonds or Subordinate Series B Bonds
remain Outstanding. After the Series A Bonds and the Suladed®eries B Bonds have been paid in
full, the covenants set forth in the preceding three paragraphs shall then benefit the Subordinate Series C
Bonds. The Trustee and all owners of Subordinate Series C Bonds shall be deemed to have expressly
accepted the limitation with respect to being beneficiaries under the Deed of Trust as set forth in the
Indenture and the interests of the Subordinate Series C Bonds Owners therein have been expressly
subordinated to the rights of the Series A Bonds and the Subrdbesies B Bonds, all as further
described in the Indenture.
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It is expressly understood and acknowledged that, since the Note and Deed of Trust are
assigned to the Trustee under the Indenture, it is not intended that the Authority will have any
responsibility for foreclosure proceedings. Rather, foreclosure proceedings will be conducted by
the Trustee. Any and all liability of the Authority under the Indenture is expressly limited as set
forth in the Indenture.

Accounts and ReportsThe Trustee will kgg or cause to be kept, proper books of record and
account in which complete and correct entries shall be made of its transactions and all Funds and
Accounts established by or maintained pursuant to the Indenture, which will at all times during normal
bushess hours and upon reasonable notice, be subject to inspection by the Authority, the Trustee, the
Borrower and the Owners of an aggregate of not less than five percent (5%) in Principal Amount of the
Bonds then Outstanding or their agents or represeesativly authorized in writing.

The Authority, or the Oversight Agent on behalf of the Authority, shall, upon receipt from the
Borrower of sufficient moneys to provide the same, furnish, without charge, upon written request of any
Bondowner, to such Bondown (i) a report showing, for the Fiscal Year, with respect to the Bonds,
outstanding balances by maturity, redemption history including redemption dates, amount, source of
funds, and distribution of the call to the maturities, (ii) a report showing thientustatus of insurance
coverages with respect to the Project, and (iii) the most currently available annual report submitted by the
Borrower. For the purposes of this paragraph, OBondownerO shall mean, in addition to the registered
owner of any Bond, ray person or entity that claims in writing to the reasonable satisfaction of the
Authority to be a beneficial holder of Bonds and specifically requests that reports be sent to it.

Creation of Liens The Authority will not issue any bonds or other evidengckindebtedness,
other than the Bonds, secured by a pledge of the proceeds, moneys, rights, interests and collections
pledged or held aside by the Authority, the Trustee or by a Fiduciary under the Indenture and, except as
may be otherwise provided inghndenture or a Supplemental Indenture with respect to any supplemental
security, shall not create or cause to be created any lien or charge on proceeds, moneys, rights, interests
and collections or such moneys on a subordinate, parity or senior btsadien created by the Indenture
for the benefit of the Series A Bonds and the Subordinate Series B Bonds; provided, however, that
nothing in the Indenture will prevent the Authority from issuing evidences of indebtedness secured by a
pledge of such proeegls, moneys, rights, interests and collections to be derived on and after such date as
the Series A Bonds Trust Estate, the Subordinate Series B Bonds Trust Estate and the Subordinate Series
C Bonds Trust Estate shall be discharged and satisfied as pronitee Indenture or from issuing notes
or bonds of the Authority secured by assets and revenues of the Authority other than the Trust Estate.

Tax Covenants The Authority covenants that it will at all times do and perform all acts and
things permitted Y law and necessary or desirable in order to assure that interest paid on the Bonds be
and remain excluded from gross income for federal income tax purposes.

The Authority covenants and agrees that it will not make or permit any use of the proceeds of the
Bonds or other funds of the Authority which would cause the Bonds to be Oarbitrage bondsO within the
meaning of Section 148(a) of the Code, and further covenants that it will observe and not violate the
requirements of Sections 145 and 148 of the Codee Tirhstee will be entitled to receive and to rely
upon a CounselOs Opinion as to the conformity of any use or proposed use of the proceeds of the Bonds
with the requirements of said Sections 145 and 148 of the Code.

Arbitrage Covenants; Rebate Fun#Moneys and securities held by the Trustee in the Rebate
Fund are not pledged or otherwise subject to any security interest in favor of the Trustee to secure the
Bonds or any other payments required to be made under the Indenture or any other documtet execu
and delivered in connection with the issuance of the Bonds.
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Moneys in the Rebate Fund shall be held separate and apart from all other Funds and Accounts
established under the Indenture and shall be separately invested and reinvested by the Telstae, sol
the written direction of the Borrower, in Qualified Investments. The interest accruing thereon and any
profit realized therefrom shall be credited to the Rebate Fund, and any loss resulting therefrom shall be
charged to the Rebate Fund. The Tressball sell and reduce to cash a sufficient amount of such
Qualified Investments whenever the cash balance in the Rebate Fund is insufficient for its purposes.

Absent a CounselOs Opinion that the exclusion from gross income for federal income tax purposes
of interest on the Bonds will not be adversely affected, the Authority shall cause the Borrower to deposit
in the Rebate Fund such amounts as are required to be deposited therein pursuant to the Indenture and the
Tax Certificate. All money at any time iesited in the Rebate Fund shall be held by the Trustee in trust
for payment to the United States Treasury.

In order to provide for the administration of the Arbitrage Covenants of the Indenture, the
Borrower shall provide for the employment of independstdrneys, accountants and consultants (the
ORebate AnalystO) compensated on such reasonable basis as the Borrower may deem appropriate and |
addition and without limitation of the provisions of the Indenture, the Trustee and the Authority may rely
conclsively upon and be fully protected from all liability in relying upon the opinions, determinations,
calculations and advice of such Rebate Analyst employed under the Indenture.

Supplemental Indentures

The Authority may adopt, without the consent of oriceto Bondowners, at any time or from
time to time Supplemental Indentures for any one or more of the following purposes, and any such
Indenture or Supplemental Indenture will become effective in accordance with its terms upon the filing
with the Trusteef a copy thereof certified by an Authorized Officer: (1) to add additional covenants and
agreements of the Authority for the purpose of further securing the payment of the Bonds, provided such
additional covenants and agreements are not contrary to onsistent with the covenants and
agreements of the Authority contained in the Indenture; (2) to prescribe further limitations and restrictions
upon the issuance of Bonds and the incurring of indebtedness by the Authority; (3) to surrender any right,
poweror privilege reserved to or conferred upon the Authority by the terms of the Indenture, provided
that no such surrender is contrary to or inconsistent with the covenants and agreements of the Authority
contained in the Indenture; (4) to confirm as furthesurance any pledge under, and the subjection to any
lien, claim or pledge created or to be created by, the provisions of the Indenture; (5) to modify any of the
provisions of the Indenture or any previously adopted Supplemental Indenture in any qbleetsres
provided that such modifications shall not be effective until after all Bonds Outstanding as of the date of
adoption of such Indenture or Supplemental Indenture shall cease to be Outstanding, and all Bonds issued
after the date of adoption of suchdkenture shall contain a specific reference to the modifications
contained in such Indenture; (6) to amend the Indenture to add such provisions as may be necessary or
advisable in connection with the substitution of any additional security; provided tlyatsuech
modification does not materially adversely affect interests of any Bondholders; (7) to amend the Indenture
in any and all respects as may be necessary or advisable to implement any amendment of the Code or the
provision of any tax legislation enackin place thereof; (8) to make such amendments to add such other
provisions in regard to matters or questions arising out of the Indenture which shall not materially
adversely affect the interests of the Owners of the Bonds affected thereby; or (%) &amg@ambiguity or
defect or inconsistent provision in the Indenture or to insert such provisions clarifying matters or
gquestions arising under the Indenture as are necessary or desirable; provided that any such modifications
do not materially adverselyfact the interests of any Bondowners.
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Powers of Amendment

Any modification or amendments of the Indenture and of the rights and obligations of the
Authority and of the Owners of the Bonds in any particular may be made by a Supplemental Indenture
with, exapt as set forth in the preceding section entitled OSupplemental Indentures,O the written consent
required by the Indenture, of the Owners of (i) at leastthirdls in Principal Amount of the Bonds
Outstanding at the time such consent is given; and t(iigast twethirds in Principal Amount of the
Series A Bonds Outstanding at the time such consent is given; provided, however, that if any such
modification or amendment will, by its terms, not take effect so long as any series of Bonds of any
maturity renain Outstanding, the consent of the Owners of such series of the Bonds and maturity shall
not be required and such series of Bonds shall not be deemed to be Outstanding for the purpose of any
calculation of the Principal Amount of Outstanding Bonds unberlhdenture. In the event that the
Supplemental Indenture shall contain provisions which affect the rights and interest of one series of
Bonds (but not the others), then the Owners of not less thathiwis of the Principal Amount of the
series of Bond which are affected by such changes shall have the right from time to time to consent to
and approve the execution by the Authority of any Supplemental Indenture deemed necessary or desirable
by the Authority for the purposes of modifying, altering, amegdsupplementing or rescinding, in any
particular, any of the terms or provisions contained in the Indenture and affecting only the Bonds of such
series; provided, however, unless approved by the Owners of all of the Bonds of all affected series then
Outstanding, nothing therein shall permit or be construed as permitting such items as further provided in
the Indenture. No such modification or amendment shall permit a change in the terms of redemption or
maturity of the principal of any Outstanding Bondad any installment of interest thereon or a reduction
in the Principal Amount or the Redemption Price thereof or in the rate of interest thereon without the
consent of the owner of such Bond, or shall reduce the percentages of Bonds the consent néthefOw
which is required to effect any such modification or amendment. The Trustee may in its discretion
determine whether or not in accordance with the foregoing provisions Bonds of any particular maturity
would be affected by any modification or amemhihof the Indenture and any such determination shall
be binding and conclusive on the Authority and all Owners of Bonds. The Trustee may receive an
opinion of counsel, including a CounselOs Opinion, as conclusive evidence as to whether Bonds of any
particular maturity would be so affected by any such modification or amendment of the Indenture.

Series A Bonds Events of Default

Each of the following events is declared under the Indenture to be a OSeries A Bonds Event of
Default,O that is to say; if

(a) the Authority shall fail to make payment of the principal or Redemption Price of, or
Sinking Fund Installment on, any Series A Bond from the Series A Bond Trust Estate after the same shall
become due, whether at maturity or upon call for redemption, or oserar

(b) the Authority shall fail to make payment of interest on any Series A Bond from the Series
A Bond Trust Estate when and as the same will become due; or

(© the Authority shall default in the performance or observance of any other of the
covenantsagreements or conditions on its part in the Indenture, any Supplemental Indenture, or in the
Series A Bonds contained, and such default shall continue for a period of ninety (90) days after written
notice thereof by the Trustee or the Owners of nottless five percent (5%) in Principal Amount of the
Outstanding Series A Bonds.
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The occurrence of a Subordinate Series B Bonds Event of Default or a Subordinate Series C
Bonds Event of Default shall constitute an event of default only with respect to tbed®Bialte Series B
Bonds or Series C Bonds, as applicable.

Subordinate Series B Bonds Events of Default

Each of the following events is declared under the Indenture to be a OSubordinate Series B Bonds
Event of Default,O that is to say; if

(a) the Authority shall fail to make payment of the principal or Redemption Price of, or
Sinking Fund Installment on, any Subordinate Series B Bond from the Subordinate Series B Bond Trust
Estate after the same shall become due, whether at maturity or upon call for redeargitherwise; or

(b) the Authority shall fail to make payment of interest on any Subordinate Series B Bond
from the Subordinate Series B Bond Trust Estate when and as the same shall become due; or

(© the Authority shall default in the performance doservance of any other of the
covenants, agreements or conditions on its part in this Indenture, any Supplemental Indenture, or in the
Subordinate Series B Bonds contained, and such default shall continue for a period of ninety (90) days
after written notie thereof by the Trustee or the Owners of not less than five percent (5%) in Principal
Amount of the Outstanding Subordinate Series B Bonds.

The occurrence of a Series A Bonds Event of Default or a Subordinate Series C Bonds Event of
Default shall constitte an event of default only with respect to the Series A Bonds or the Subordinate
Series C Bonds, as applicable.

Remedies

Upon the happening and continuance of any Series A Bonds Event of Default, then, and in each
such case, subject in any event to thevisions set forth in the paragraph entitled OEnforcement and
Foreclosure of Deed of Trust under the Section entitled OCovenants of the Authority,O the Trustee may
proceed, and upon the written request of the Owners of not less than-tiwenpercent (8%) in
Principal Amount of the Outstanding Series A Bonds shall, subject to the Indenture, proceed in its own
name, to protect and enforce its rights and the rights of the Bondowners by such of the following
remedies as the Trustee shall deem most effeiyaotect and enforce such rights: (a) by suit, action or
proceeding, enforce all rights of the Bondowners, including the right to require the Borrower to receive
and collect Pledged Revenues adequate to carry out the covenants and agreements pkediyeaot)
such Pledged Revenues, and to require the Borrower to carry out any other covenant or agreement with
Bondowners and to perform its duties under the Loan Agreement; (b) by bringing suit upon the Bonds; (c)
by action or suit, require the Borrowter account as if the Borrower were the trustee of an express trust
for the Owners of the Bonds; or (d) by action or suit, enjoin any acts or things which may be unlawful or
in violation of the rights of the Owners of the Bonpsgvided, however, so long as the Series A Bonds
are Outstanding, the Trustee in so acting shall act solely for the benefit of the Series A Bondholders
and the Subordinate Series B Bondholders shall have no interest in or right to direct remedies with
respect thereto.

Upon the happeng and continuance of any Series A Bonds Event of Default specified in clause
(a) or (b) under the heading OSeries A Bonds Events of DefaultO above, then, and in each such case
subject in any event to the provisions set forth in the paragraph entdor€ment and Foreclosure of
Deed of Trust under the Section entitled OCovenants of the Authority,O the Trustee may, and upon the
written request of the Owners of not less than twéinty percent (25%) in Principal Amount of the
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Outstanding Series A Bdg, shall declare all Series A Bonds due and payable, and if all defaults shall be
made good, then, with the written consent of the Owners of not less than-fivenpercent (25%) in
Principal Amount of the Outstanding Series A Bonds, annul such déatagaid its consequences.

If any Series A Bonds are then Outstanding, then in the event of a Subordinate Series B Bonds
Event of Default, the Subordinate Series B Bondholders shall have no right to declare an event of default
under the Indenture or direghy remedies under the Indenture.

If the Series A Bonds are no longer Outstanding, upon the occurrence of a Subordinate Series B
Bonds Event of Default, the Trustee may, and upon the written request of the Owners of not less than
twenty-five percent (25%)n Principal Amount of the Outstanding Subordinate Series B Bonds, shall
declare all Subordinate Series B Bonds due and payable, and if all defaults shall be made good, then with
the written consent of the Owners of not less than twiwypercent (25%)n Principal Amount of the
Outstanding Subordinate Series B Bonds, annul such declaration and its consequences.

If any Series A Bonds or Subordinate Series B Bonds are then Outstanding, then in the event of a
Subordinate Series C Bonds Event of Default, 8#ubordinate Series C Bondholders shall have no right
to declare an event of default under the Indenture or direct any remedies under the Indenture.

If the Series A Bonds and the Subordinate Series B Bonds are no longer Outstanding, upon the
occurrence ofn Subordinate Series C Bonds Event of Default, the Trustee may, and upon the written
request of the Owners of not less than tweitg percent (25%) in Principal Amount of the Outstanding
Subordinate Series C Bonds, shall declare all Subordinate SeBesmds due and payable, and if all
defaults shall be made good, then with the written consent of the Owners of not less thaffiverenty
percent (25%) in Principal Amount of the Outstanding Subordinate Series C Bonds, annul such
declaration and its consegpces.

Priority of Payments After Series A Bonds Event of Default

In the event that the funds held by the Trustee and Paying Agent will be insufficient for the
payment of principal or Redemption Price of and interest then due on the Series A Bondsndsach fu
(other than funds held for the payment or redemption of particular Series A Bonds which have theretofore
become due at maturity or by call for redemption) and any other moneys received or collected by the
Trustee acting pursuant to the Indenture, aftexking provision for the payment of any expenses
necessary in the opinion of the Trustee or the Authority to protect the interests of the Owners of the Series
A Bonds, and for the payment of the fees, charges and expenses and liabilities incurred acesadva
made by the Trustee or the Authority in the performance of their duties under the Indenture, including
reasonable attorneysO fees, will be applied as follows (provided that moneys in the Series A Bonds Debt
Service Fund and the Series A Bonds DebviSerReserve Fund shall not be applied to make payments
with respect to the Subordinate Series B Bonds or the Subordinate Series C Bonds and provided further
that moneys in the Subordinate Series B Bonds Debt Service Fund and the Subordinate Series C Bonds
Debt Service Fund shall also be applied to make payments with respect to the Series A Bonds):

(a) Unless the principal of all the Series A Bonds shall not have become or have been
declared due and payable,

First: To the payment to the persons entitleddteeof all installments of interest then due on the
Series A Bonds in the order of the maturity of such installments, and, if the amount available
shall not be sufficient to pay in full any installment, then to the payment thereof ratably,
according to th amounts due on such installment, to the persons entitled thereto, without any
discrimination or preference; and
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Second: To the payment to the persons entitled thereto of the unpaid Principal Amounts or
Redemption Price of any Series A Bonds which shalehbecome due, whether at maturity or by

call for redemption, in the order of their due dates and, if the amounts available shall not be
sufficient to pay in full all the Series A Bonds due on any date, then to the payment thereof
ratably, according to thamounts of Principal Amounts or Redemption Price due on such date, to
the persons entitled thereto, without any discrimination or preference;

Third: To the payment to the persons entitled thereto of the unpaid Principal Amounts or

Redemption Price of an$ubordinate Series B Bonds which shall have become due, whether at

maturity or by call for redemption, in the order of their due dates and, if the amounts available
shall not be sufficient to pay in full all the Subordinate Series B Bonds due on anthdat&

the payment thereof ratably, according to the amounts of Principal Amounts or Redemption Price
due on such date, to the persons entitled thereto, without any discrimination or preference; and

Fourth: To the payment to the persons entitled theoétthe unpaid Principal Amounts or
Redemption Price of any Subordinate Series C Bonds which shall become due, whether at
maturity or by call for redemption, in the order of their due dates and, if the amounts available
shall not be sufficient to pay in fudll the Subordinate Series C Bonds due on any date, then to
the payment thereof ratably, according to the amounts of Principal Amounts or Redemption Price
due on such date, to the persons entitled without any discrimination or preference.

(b) If the prircipal of all of the Series A Bonds shall have become or have been declared due
and payable, to the payment of the principal of and interest then due and unpaid upon the Series A Bonds
without preference or priority of principal over interest or of inteosstr principal, or of any installment
of interest over any other installment of interest, or of any Series A Bond over any other Series A Bond,
ratably, according to the amounts due respectively for principal and interest, to the persons entitled
theretowithout any discrimination or preference except as to any difference in the respective rates of
interest specified in the Series A Bonds. Moneys remaining after satisfying the payments as provided in
this paragraph (b) shall be applied proportionatelthéopayment of the principal of and interest then due
and unpaid upon the Subordinate Series B Bonds and the Subordinate Series C Bonds without preference
or priority of principal, or of any installment of interest over any other installment of inteaéaib]y,
according to the amounts due respectively for principal and interest, to the persons entitled thereto
without any discrimination or preference.

Money to be applied by the Trustee as set forth above shall be applied at such times as the
Trustee shaldetermine.

Priority of Payments After Subordinate Series B Bonds Event of Default

In the event that the funds held by the Trustee and Paying Agents shall be insufficient for the
payment of principal or Redemption Price of and interest then due on tbedBlbe Series B Bonds,
such funds derived from actions taken in connection with a Subordinate Series B Bonds Event of Default
only (other than funds held for the payment or redemption of particular Subordinate Series B Bonds
which have theretofore becordae at maturity or by call for redemption) and any other moneys received
or collected by the Trustee acting pursuant to the Indenture, after making provision for the payment of
any expenses necessary in the opinion of the Trustee or the Authority tot ghetenterests of the
Owners of the Subordinate Series B Bonds, and for the payment of the fees, charges and expenses and
liabilities incurred and advances made by the Trustee or the Authority in the performance of their duties
under the Indenture, inaling reasonable attorneysO fees, shall be applied as follows (provided that
moneys in the Subordinate Series B Bonds Debt Service Fund shall not be applied to make payments with
respect to the Subordinate Series C Bonds, and provided further that mottey$Subordinate Series C
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Bonds Debt Service Fund shall also be applied to make payments with respect to the Subordinate Series B
Bonds):

Unless the principal of all the Subordinate Series B Bonds shall not have become or have been
declared due and payaple

First: To the payment to the persons entitled thereto of all installments of interest then
due on the Subordinate Series B Bonds in the order of the maturity of such installments, and, if
the amount available shall not be sufficient to pay in full esyallment, then to the payment
thereof ratably, according to the amounts due on such installment, to the persons entitled thereto,
without any discrimination or preference; and

Second: To the payment to the persons entitled thereto of the unpaid &rioipunts
or Redemption Price of any Subordinate Series B Bonds which shall have become due, whether at
maturity or by call for redemption, in the order of their due dates and, if the amounts available
shall not be sufficient to pay in full all the Subirate Series B Bonds due on any date, then to
the payment thereof ratably, according to the amounts of Principal Amounts or Redemption Price
due on such date, to the persons entitled thereto, without any discrimination or preference.

Third: To the paymerib the persons entitled thereto of the unpaid Principal Amounts or
Redemption Price of any Subordinate Series C Bonds which shall become due, whether at
maturity or by call for redemption, in the order of their due dates and, if the amounts available
shal not be sufficient to pay in full all the Subordinate Series C Bonds due on any date, then to
the payment thereof ratably, according to the amounts of Principal Amounts or Redemption Price
due on such date, to the persons entitled without any discrionnatipreference.

(b) If the principal of all of the Subordinate Series B Bonds shall have become or have been
declared due and payable, to the payment of the principal of and interest then due and unpaid upon the
Subordinate Series B Bonds without prefem or priority of principal over interest or of interest over
principal, or of any installment of interest over any other installment of interest, or of any Subordinate
Series B Bond over any other Subordinate Series B Bond, ratably, according to thetsachoe
respectively for principal and interest, to the persons entitled thereto without any discrimination or
preference except as to any difference in the respective rates of interest specified in the Subordinate Series
B Bonds. Moneys remaining afteatsfying the payments as provided in this paragraph (b) shall be
applied proportionately to the payment of the principal of and interest then due and unpaid upon the
Subordinate Series C Bonds without preference or priority of principal, or of anyrirestalbf interest
over any other installment of interest, ratably, according to the amounts due respectively for principal and
interest, to the persons entitled thereto without any discrimination or preference.

Limitations of Rights of Bondowners

The Ownerof a majority in Principal Amount of the (i) Series A Bonds, so long as the Series A
Bonds are Outstanding and (ii) if no Series A Bonds are Outstanding, then the Subordinate Series B
Bonds then Outstanding and (iii) if no Series A Bonds or Subordinates3% Bonds are Outstanding,
then the Subordinate Series C Bonds then Outstanding shall have the right, by an instrument or concurrent
instruments in writing executed and delivered to the Trustee, to direct the method of conducting all
remedial proceedirgyto be taken by the Trustee under the Indenture, provided that such direction shall
not be otherwise than in accordance with law or the provisions of the Indenture and that the Trustee shall
have the right to decline to follow any directions which in dpéion of the Trustee would be unjustly
prejudicial to Bondowners not parties to such direction.
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No Owner of any Bond will have any right to institute any suit, action or other proceedings under
the Indenture, or for the protection or enforcement of &yt under the Indenture or any right under law,
unless such Owner will have given to the Trustee written notice of the Event of Default or breach of duty
on account of which suit, action or proceeding is to be taken, and unless the Owners of not less than
twenty-five percent (25%) in Principal Amount of the Bonds of the series affected then Outstanding shall
have made written request of the Trustee after the right to exercise such powers or right of action, as the
case may be, will have accrued, and walvl afforded the Trustee a reasonable opportunity either to
proceed to exercise the powers in the Indenture granted or granted under law or to institute such action,
suit or proceeding in its name and unless, also, there shall have been offered to tdee réasonable
security and indemnity against the costs, expenses and liabilities to be incurred therein or thereby, and the
Trustee shall have refused or neglected to comply with such request within a reasonable time; and such
notification, request and f&fr of indemnity are in every such case at the option of the Trustee conditions
precedent to the execution of the powers under the Indenture or for any other remedy under the Indenture
or under law.

It is understood and intended that no one or more Owoetbe Bonds secured under the
Indenture shall have any right in any manner whatever by his or their action to affect, disturb or prejudice
the security of the Indenture, or to enforce any right under the Indenture or under law with respect to the
Bonds orthe Indenture, except in the manner therein provided, and that all proceedings shall be instituted,
had and maintained in the manner herein provided and for the benefit of all Owners of the Outstanding
Bonds. The obligation of the Authority shall be dbt® and unconditional to pay the principal and
Redemption Price of and interest on the Bonds to the respective Owners thereof at the respective due
dates thereof, and nothing in the Indenture will affect or impair the right of action, which is absdlute an
unconditional, of such Owners to enforce such payment.

Remedies Not Exclusive

No remedy conferred upon or reserved to the Trustee or to the Owners of the Bonds under the
Indenture is intended to be exclusive of any other remedy or remedies, and easlergnslich remedy
shall be cumulative and shall be in addition to any other remedy given under the Indenture or now or
hereafter existing at law or in equity or by statute.

Limited Liability of the Authority

The obligations of the Authority with respect ttee Bonds and under the Indenture, the Loan
Agreement and the Regulatory Agreement are not general obligations of the Authority or its members but
are special, limited obligations of the Authority payable by the Authority solely from the Trust Estate and
are not a debt, nor a loan of the credit, of the State or any of its political subdivisions, and the Bonds shall
not be construed to create any moral obligation on the part of the Authority, members of the Authority,
the State or any political subdivisidhereof with respect to the payment thereof. The Bonds do not
constitute an indebtedness within the meaning of any constitutional or statutory debt limitation, and the
issuance of the Bonds shall not directly or indirectly or contingently obligate thewyt members of
the Authority, the State or any political subdivision thereof to levy or to pledge any form of taxation
whatever therefor or to make any appropriation for their payment, and no Bondholder has the right to
compel any exercise of any tagipower of the Authority, members of the Authority or the State.

Nothing contained in the Bonds or in the Indenture shall be considered as assigning or pledging
any funds or assets of the Authority other than the Trust Estate; and neither the faithdénaf ¢he
Authority, members of the Authority, the State nor of any other political subdivision of the State are
pledged to the payment of the principal of or interest on the Bonds.
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No failure of the Authority to comply with any term, condition, covernanagreement in the
Indenture or in any document executed by the Authority in connection with the Project, or the issuance,
sale and delivery of the Bonds shall subject the Authority to liability for any claim for damages, costs or
other charge except tthe extent that the same can be paid or recovered from the Trust Estate. The
Authority shall not be required to advance any moneys derived from any source other than the Trust
Estate for any of the purposes of the Indenture, the Loan Agreement or thatBsgdgreement,
whether for the payment of the principal or redemption price of, or interest on, the Bonds, the payment of
any fees or administrative expenses or otherwise.

Neither the Borrower, the Trustee nor any Bondholder shall look to the Authortembers of
the Authority for damages as a result of the failure of the Authority to perform any covenant, undertaking
or obligation under the Indenture, the Loan Agreement, the Regulatory Agreement, the Bonds or any of
the other documents, or as a resiithe incorrectness of any representation made by the Authority in any
of such documents, nor for any other reason. Although such documents shall not give rise to any
pecuniary liability of the Authority, an action or proceeding (other than a claimdoetary damages)
may be brought against the Authority or any of its officers or employees to enforce the provisions of any
such documents which the Authority is obligated to perform and the performance of which the Authority
has not assigned to the Truster another person. As a condition precedent to the Authority proceeding
pursuant to the provisions under this heading, the Authority shall have received satisfactory
indemnification.

All covenants, stipulations, promises, agreements and obligatiofe @uthority contained in
the Indenture shall be deemed to be those of the Authority and not of any board member, director, agent,
officer or employee of the Authority in its governmental or his or her individual capacity, and no recourse
shall be had fothe payment of the principal or Redemption Price of or interest on the Bonds or for any
claim based thereon or on the Indenture against any board member, director, agent, officer or employee of
the Authority or any person executing the Bonds.

8 THE LOAN AGREEMENT

The following is a summary of the Loan Agreement relating to the Loan. This summary does not
purport to be complete and is qualified in its entirety by reference to the Loan Agreement, which is
available from the Trustee upon request, and toefdix A for the definition of certain terms used
herein. Any capitalized terms not otherwise defined herein or in Appendix A are as defined in the
Indenture, the Loan Agreement or the Regulatory Agreement.

Amount and Source of Loan

The Authority makes tahe Borrower and agrees to fund, and the Borrower accepts from the
Authority, upon the terms and conditions set forth in the Loan Agreement and in the Indenture, the Loan
in an amount equal to the principal amount of the Bonds and agrees that the pobt¢bedsoan will be
applied and disbursed in accordance with the Indenture and written instructions of the Authority provided
to the Trustee on the Closing Date and when the Trustee acknowledges receipt of the proceeds of the
Bonds and the conditions spkedl in the Loan Agreement and in the Indenture have been satisfied.

Loan Repayment
The Loan will be evidenced by the Note which shall be executed by the Borrower in the form
attached to the Loan Agreement. The Borrower agrees to pay to the Trustekalbrofoine Authority,

the principal of, premium (if any) and interest on the Loan at the times, in the manner, in the amount and
at the rates of interest provided in the Note and the Loan Agreement. To secure its obligations to repay
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the Loan, the Borroer will grant the Authority a security interest in the Project pursuant to the terms of
the Deed of Trust and will take all actions necessary to perfect such security interests in the Project. In
order to satisfy its obligations under the Loan AgreentbrtBorrower agrees to pay to the Trustee (i) on

or prior to the thirteenth (13th) day of each month, commencing in 2019, from budgeted Net
Operating Revenues from the prior month, amounts sufficient to make the monthly deposits required by
paragaphs (a) through (h) under the heading OTHE INDENTRWUREvenue FundO herein and (ii) on or

prior to the date that is 45 days following the end of each Bond Year, all remaining budgeted Net
Operating Revenues from such prior Bond Year.

The Borrower agrees fmy, in repayment of the Loan, the amounts set forth above to the Trustee
for the account of the Authority until the principal of, premium (if any) and interest on the Bonds shall
have been paid or provision for payment shall have been made in accovdtndbe Indenture, in
federal or other immediately available funds at the corporate trust office designated by the Trustee, and to
cause the Trustee to apply such amounts to pay (i) the interest on the Bonds as it becomes due and (ii) the
principal of andredemption premium, if any, on the Bonds as it becomes due (whether at maturity, by
prior redemption or otherwise) in accordance with the terms of the Indenture. The Borrower may remit
such funds net of accrued interest on investments on the fundsanohtscheld under the Indenture. In
addition, the Borrower agrees to repay the principal of the Loan, plus interest accrued thereon until the
date fixed for redemption of the Bonds to be redeemed with such repayment, in the amounts and at the
times specitd in the Loan Agreement.

The Borrower further agrees to pay or cause to be paid all taxes and assessments, general or
special, including, without limitation, all ad valorem taxes, concerning or in any way related to the
Project, or any part thereof, andy other governmental charges and impositions whatsoever, foreseen or
unforeseen, and all utility and other charges and assessments; provided, however, that the Borrower
reserves the right to contest in good faith the legality of any tax or governmieaitgé @oncerning or in
any way related to the Project.

The Borrower agrees to timely pay the premiums or other amounts required to maintain the
insurance specified in the Loan Agreement.

The Borrower further agrees to pay, until the principal of and isitere all Outstanding Bonds
shall have been fully paid, to the Trustee for deposit in the Accounts of the Administration Fund
established by the Indenture such amounts as the Trustee may from time to time request for the fees and
ordinary expenses of therdstee and the Paying Agent, the annual fees and expenses of the Oversight
Agent as provided in the Administration Agreement, and into the Borrower Administration Fee Account
of the Administration Fund the Borrower Administration Fee, pursuant to thetimdeprovided that the
Trustee fees and expenses incurred in connection with the enforcement of the Regulatory Agreement and
reasonable compensation or reimbursement for extraordinary services, indemnification and expenses of
the Trustee, as required betindenture, shall be paid upon demand of the Trustee. The Borrower agrees
to pay the cost of any Rebate Analyst in connection with the calculation of rebate (within the meaning of
Section 148(f) of the Code) and to pay to the Trustee all amounts kduile remitted to the United
States.

The Borrower agrees to the establishment of the Repair and Replacement Fund and the Surplus
Fund. Amounts deposited in the Surplus Fund shall be used to make the deposits to remedy deficiencies
in the Series A BondBebt Service Fund, the Subordinate Series B Bonds Debt Service Fund, the Series
A Bonds Debt Service Reserve Fund, the Rebate Fund, the Administration Fund, the Repair and
Replacement Fund, the Subordinate Series B Bonds Debt Service Reserve Fund arubiithiesse
Series C Bonds Debt Service Fund.
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Nature of the Borrower’s Obligations

The Borrower shall repay the Loan pursuant to the terms of the Note irrespective of any rights of
setoff, recoupment or counterclaim the Borrower might otherwise have agfagn8uthority, the Trustee
or any other person. The Borrower will not suspend, discontinue or reduce any such payment or (except
as expressly provided in the Loan Agreement) terminate the Loan Agreement for any cause, including,
without limiting the gemrality of the foregoing, (i) any delay or interruption in the operation of the
Project; (ii) the failure to obtain any permit, order or action of any kind from any governmental agency
relating to the Loan or the Project; (iii) any event constituting famageure; (iv) any acts or
circumstances that may constitute commercial frustration of purpose; (v) the termination of the Loan
Agreement; (vi) any change in the laws of the United States of America, the State or any political
subdivision thereof; or (viipny failure of the Authority to perform or observe any covenant whether
expressed or implied, or to discharge any duty, liability or obligation arising out of or connected with the
Note, the Loan Agreement, the Regulatory Agreement or any other conittache& Borrower; it being
the intention of the parties that, as long as the Note or any portion thereof remains outstanding and
unpaid, the obligation of the Borrower to repay the Loan and provide such moneys shall continue in all
events. The provisions Loan Agreement summarized in this paragraph shall not be construed to release
the Authority from any of its obligations under the Loan Agreement, the Trustee from any of its
obligations under the Indenture, or, except as provided in the Loan Agreémprayent or restrict the
Authority from asserting any rights which it may have against the Borrower under the Note or the Deed of
Trust or under any provision of law or to prevent or restrict the Borrower, at its own cost and expense,
from prosecuting odefending any action or proceeding by or against the Authority or the Trustee or
taking any other action to protect or secure its rights.

Borrower Not to Dispose of Assets; Conditions Under Which Exceptions Permitted

The Borrower agrees that during thenteof the Loan Agreement it will not dispose of all or
substantially all of its assets nor consolidate with nor merge into any entity unless: (i) the acquirer of its
assets or the entity with which it shall consolidate or into which it shall merge shgi)ban
organization described in Section 501(c)(3) of the Code that agrees to operate the Project in a manner that
does not constitute an unrelated trade or business of such organization or a governmental unit (as
described in Section 145 of the Code)(B) an entity that will not, in the opinion of Bond Counsel,
adversely affect the exclusion of interest on the Bonds from the gross income of the owners of the Bonds
for purposes of federal income taxation and is permissible under State law; (ii) suéhngcqu
remaining entity shall assume in writing all of the obligations of the Borrower under the Loan Agreement,
the Regulatory Agreement, the Continuing Disclosure Agreement, the Note and the Deed of Trust; (iii)
the Authority, after having consulted tvisuch counsel or advisor as deemed by the Authority to be
necessary, shall have consented in writing to such transfer, such consent not to be unreasonably withheld;
and (iv) the written instrument or instruments evidencing such assumption are proropitie@rto the
Trustee and the Authority.

In no event shall the Borrower sell the Project for an amount that, when added to the amount of
all moneys held in the funds and accounts established under the Indenture that are legally available to
redeem Outstamdg Series A Bonds, is less than the sum of-lomedred percent (100%) of the
Outstanding principal amount of the Series A Bonds plus accrued interest, unless the Borrower obtains
and provides to the Trustee the written consent to such sale-buodeedpercent (100%) of the Owners
of the Outstanding Series A Bonds. This provision shall not be amended without the written approval of
onehundred percent (100%) of the Owners of the Outstanding Series A Bonds.
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Cooperation in Enforcement of Regulatory Agreement

The Borrower covenants and agrees as follows: (a) to comply with all provisions of the
Regulatory Agreement; (b) to advise the Authority, the Trustee and the Oversight Agent in writing
promptly upon learning of any default with respect to the covenahtgations and agreements of the
Borrower set forth in the Regulatory Agreement; (c) upon written direction by the Authority, the
Oversight Agent or the Trustee, to cooperate fully and promptly with the Authority, the Oversight Agent
and the Trustee ienforcing the terms and provisions of the Regulatory Agreement; and (d) to file in
accordance with the time limits established by the Regulatory Agreement all reports and certificates
required thereunder.

Neither the Trustee nor the Authority shall incunydiability in the event of any breach or
violation of the Regulatory Agreement by the Borrower, and the Borrower agrees to indemnify and hold
harmless the Authority and the Trustee from any claim or liability, joint or several, for such breach
pursuantd the Loan Agreement.

Additional Instruments

The Borrower covenants to execute and deliver such additional instruments and to perform such
additional acts as may be necessary, in the opinion of the Authority or the Trustee, to carry out the intent
of the Loan and the Note or to perfect or give further assurances of any of the rights granted or provided
for in the Loan and the Note.

Books and Records; Annual Reports

The Borrower covenants to permit the Authority, the Oversight Agent, the Executive Daedtor
the Trustee or their duly authorized representatives, access to the books and records of the Borrower
pertaining to the Loan and the Project during normal business hours and upon prior notice, and to make
such books and records available for audit argpection to the Authority, the Oversight Agent, the
Trustee and their duly authorized representatives at reasonable times and under reasonable conditions.

Prior to the delivery date and at least 60 days prior to the beginning of each fiscal year of the
Borrower, the Borrower shall prepare an annual budget and submit such budget for approval by the
Authority and the Oversight Agent. Such annual budget shall provide for Net Operating Revenues,
including projected interest income on the Series A Bonds [B&bvice Reserve Fund and the
Subordinate Series B Bonds Debt Service Reserve Fund, at least equal to (i) 1. times scheduled debt
service on the Series A Bonds in such fiscal year and 1. times aggregate scheduled debt service on the
Series A Bonds andh¢ Subordinate Series B Bonds, (ii) 1.00 times the sum of (A) the aggregate
scheduled debt service on the Series A Bonds, the Subordinate Series B Bonds and the Subordinate Series
C Bonds in such fiscal year, and (B) the annual fees of the Trustee d@ddetitsight Agent for such fiscal
year, (C) amounts necessary to replenish the amount on deposit in the Repair and Replacement Fund to
the amount required under the Indenture, (D) amounts necessary to replenish any withdrawal from the
Series A Debt Serviced®erve Fund and the Series B Debt Service Reserve Fund, and (E) an amount
sufficient to pay the Authority Annual Fee and the fees and expenses of the Fiduciaries. Within 20 days
of receiving such annual budget, the Authority, and the Oversight Agentpsbeitle comments (not
inconsistent with the requirements of the Loan Agreement and the Regulatory Agreement), if any
(including any suggested changes acceptable to the Oversight Agent), in writing to the Borrower. The
Borrower shall attempt in good faitio address comments and concerns of the Authority in its final
budget. The Borrower shall prepare a revised annual budget and provide such revised budget to the
Authority and the Oversight Agent for their review and comment. The Borrower shall provigey af
the final annual budget to the Authority and the Oversight Agent prior to the beginning of the BorrowerOs
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fiscal year. In the event the annual budget as adopted does not provide for the coverage set forth in the
second sentence of this paragraplen in the case of a failure to meet the coverage requirement set forth

in subsection (i) of said sentence, the Owners of a majority in Outstanding Principal Amount of the Series
A Bonds each shall have the right, in addition to all other rights prowidedr this Loan Agreement and

the Indenture, to direct the Borrower to remove the Project Manager and appoint a Project Manager
acceptable to the Authority and such Owners.

Within 20 days after the last day of each quarter, the Borrower shall prepateraestt for the
immediately preceding quarter for review by the Authority and the Oversight Agent, which will include
statement of income, balance sheet, cashflow, budget variances, occupancy rates, rental activity and rental
rates for the Project.

Within 60 days after the last day of each fiscal year of the Borrower, the Borrower will provide a
certificate to the Authority and the Oversight Agent, that the Borrower has made a review of its activities
during the preceding fiscal year for the purpose ofrdgteng whether or not the Borrower has complied
with all of the terms, provisions and conditions of the Loan Agreement, the Regulatory Agreement and
the Deed of Trust and will certify that the Borrower has kept, observed, performed and fulfilled each and
every covenant, provision and condition of the Loan Agreement, the Regulatory Agreement and the Deed
of Trust on its part to be performed and is not in default in the performance or observance of any of the
terms, covenants, provisions or conditions thgreo if the Borrower shall be in default then such
certificate shall specify all such defaults and the nature thereof. All affordability restrictions required
under the Regulatory Agreement shall be subject to review by the Oversight Agent, and thmigyAutho

The Borrower also agrees that Bondholders, upon written request, may receive information on the
Project and the Borrower, including audited financial statements, from the Oversight Agent.

Notice of Certain Events

The Borrower covenants to advise thethority, the Oversight Agent and the Trustee promptly
in writing of the occurrence of any Event of Default under the Loan Agreement or any event which, with
the passage of time or service of notice, or both, would constitute an Event of Default unidearthe
Agreement, specifying the nature and period of existence of such event and the actions being taken or
proposed to be taken with respect thereto. In addition, the Borrower covenants to advise the Authority,
the Oversight Agent and the Trustee promjtl writing of the occurrence of any default under the Loan
Agreement or of the occurrence of an Act of Bankruptcy.

Consent to Assignment

The Authority has made aassignment to the Trustee under the Indenture for the benefit of the
Owners of the Bonds of all rights and interest of the Authority in and to the Loan Agreement (except its
rights under the Loan Agreement to be provided certain information with regpdwt Project, to be
indemnified and to be paid its fees and expenses), the Note, and the Deed of Trust; and the Borrower
consents to all such assignments.

Title to the Project

The Borrower has fee title to the Property and title to the Improvementswiledear of any lien
or encumbrance except for (i) liens for rd@linquent assessments and taxes not yet due or which are
being contested in good faith by appropriate proceedings; (ii) the Regulatory Agreement; (iii) the Deed of
Trust; and (iv) any othelPermitted Encumbrances. On or prior to the Closing Date as required by the
Loan Agreement, the Borrower shall cause to be delivered to the Trustee and the Authority one or more
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ALTA title policies, insuring the lien interests of the Authority and the feRiss the insureds, as their
respective interests may appear under the Deed of Trust.

Operation of the Project

The operation of the Project in the manner contemplated on the Closing Date and as described in
the Loan Agreement do not conflict with any augi water or air pollution or other ordinance, order, law
or regulation applicable thereto; the Borrower will cause the Project to be operated in accordance with all
applicable federal, state and local law or ordinances (including rules and regulatiatisy te zoning,
building, safety, and environmental quality and will obtain and maintain in effect any licenses, permits,
franchises or other governmental authorizations necessary for the operation of the Project.

Continuing Disclosure

The Borrower coveants and agrees that it will comply with and carry out all of the provisions of
the Continuing Disclosure Agreement. Notwithstanding any other provision of the Loan Agreement,
failure of the Borrower to comply with the Continuing Disclosure Agreement sbabe considered an
Event of Default under the Indenture or the Loan Agreement; however, any Bondholder may take such
actions as may be necessary and appropriate, including seeking specific performance by court order, to
cause the Borrower to comply Wwitts continuing disclosure obligations under the Continuing Disclosure
Agreement.

Minimum Rents; Coverage Requirement Certificate

The Borrower shall, at all times while any of the Bonds remain outstanding, fix, prescribe and
collect rents, fees and chasgm connection with the Project, so as to yield (i) Net Operating Revenues
including any earnings on the Series A Bonds Debt Service Reserve Fund and the Subordinate Series B
Bonds Debt Service Reserve Fund for the immediately preceding 12 month peaticdlitmesult in a
Coverage Ratio at least equal to 1. (rounded up to the nearest hundredth) with respect to the Series A
Bonds debt service and 1.__ with respect to the Series A Bonds and the Subordinate Series B Bonds debt
service and (ii) Net Operaij Revenues, including any earnings on the Series A Bonds Debt Service
Reserve Fund in the immediately precedingnighth period, which will result in a Coverage Ratio of at
least 1.00 (rounded up to the nearest hundredth) with respect to the aggregat8eries A Bonds, the
Subordinate Series B Bonds and the Subordinate Series C Bonds debt service. The Borrower shall file
with the Authority, the Oversight Agent and the Trustee, a Coverage Requirement Certificate
demonstrating compliance with the LoAgreement: (i) within 60 days of the last day of the first six
months of each fiscal year based on unaudited financial statements, and (ii) within 100 days of the last
day of each fiscal year beginning with fiscal year 20__ based on audited financimestate In the
event such coverage requirements are not satisfied, then the Authority shall have the right to direct the
Borrower to remove and replace the Project Manager in the same manner as set forth in the Loan
Agreement.

Public Liability and Workers’” Compensation Insurance

Public Liability Insurance The Borrower shall maintain or cause to be maintained so long as
Bonds are Outstanding under the Indenture, a commercial general liability coverage, including products,
completed operations, contractuabdily injury, personal injury, and property damage in the amount of at
least Five Million Dollars ($5,000,000) combined single limits, naming the Authority, members of the
Authority, the Trustee and their members, officers, officials, employees, vaisintagents, and
representatives as additional insureds. All such insurance (i) shall be primary insurance and not
contributory with any other insurance which the Authority, the Trustee or their members, officers,
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officials, employees, volunteers, agents, representatives may have; (ii) shall contain no special
limitations on the scope of protection afforded to the Authority, the Trustee and their members, officers,
officials, employees, volunteers, agents, and representatives; (iii) shall be Opemoe€umnather than
Oclaims madeO insurance (in the event the Borrower is unable to obtain such policy, or believes that such
policyOs premium is not reasonable, the Borrower shall submit proof of such contention to the Authority,
upon which event the Authdyi may, after review of such information, authorize a Oclaims madeO policy
for the Project); (iv) shall apply separately to each insured against whom claim is made or suit is brought,
except with respect to the limits of the insurerOs liability; (v) gmallide that the policy will not be
canceled or limited in scope by the insurer or the BorrowerOs contractor unless there is a minimum of
thirty (30) days prior written notice by certified mail, return receipt requested to the Authority and the
Oversight Agent; (vi) shall be written by an insurer with a Best rating of not less than B+; and (vii) shall
be endorsed to state that any failure to comply with the reporting provisions of the policies shall not affect
coverage provided to the Authority and its memsh officers, officials, employees, volunteers, agents and
representatives.

None of the aboveescribed policies shall include a deductible or-gafired retention amount
of more than Ten Thousand Dollars ($10,000) unless approved in writing by anzadhepresentative
of the Authority upon the advice of the Oversight Agent.

Such insurance may be maintained as part of or in conjunction with any other insurance coverage
carried by the Borrower. The Net Proceeds of such liability insurance shalpledapy the Borrower
toward extinguishment or satisfaction of the liability with respect to which the Net Proceeds of such
insurance shall have been paid.

Workers® Compensation Insurané&e Borrower shall maintain or cause to be maintained to the
extert required by law so long as Bonds are Outstanding under the Indenture, workersO compensation
insurance, including EmployerOs Liability Coverage, with limits not less than $1,000,000 per accident,
issued by a responsible carrier authorized under the latie &Gtate to insure employers against liability
for compensation under the Labor Code of the State, or any act enacted as an amendment or supplement
thereto or in lieu thereof, such workers® compensation insurance to cover all persons (if any) egnployed b
the Borrower in connection with the Project and to cover full liability for compensation under such act.
Such insurance shall be endorsed to include a waiver of subrogation rights against the Authority and its
members, officers, officials, employees/|wtteers, agents and representatives. Such insurance shall be
underwritten by California licensed insurers with AREst ratings of not less than B+. Such insurance
may be maintained as part of or in conjunction with any other insurance coveragelmaBimdower.

Casualty Insurance

The Borrower will procure and maintain, or cause to be procured and maintained, so long as
Bonds are Outstanding under the Indenture, all risk property and casualty insurance against loss or
damage to the Improvemeritxated on the Project, in an amount at least equal to one hundred percent
(100%) of the replacement value of the Improvements. Such insurance will, as nearly as practicable,
cover loss or damage by explosion, windstorm, riot, aircraft, vehicle damagke sfine and such other
hazards (excluding earthquake and flood coverage) as are normally covered by such insurance. Such
insurance will be subject to such deductibles as are customarily maintained by municipalities with respect
to works and propertied a like character, but in any case will not exceed $100,000. Such insurance may
be maintained as part of or in conjunction with any other insurance coverage carried by the Borrower.
Any insurer providing such insurance must be rated at least OB+O bBestM Such insurance shall be
reviewed by an independent insurance consultant retained by the Borrower at least once every other year,
and shall be maintained as recommended by the consultant as customarily obtained by similarly situated
entities. TheNet Proceeds of such insurance will be applied as provided in the Indenture. Any such
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insurance policy shall provide that it shall not be changed, modified, amended or cancelled without at
least 30 days written notice to the Borrower and the Trustee.

Rental Interruption Insurance

The Borrower will procure and maintain, or cause to be procured and maintained, so long as
Bonds are Outstanding under the Indenture, rental interruption or use and occupancy insurance to cover
the BorrowerQOs loss, total or pdystaf payments for the Loan resulting from the loss, total or partial, of
the use of the Improvements located on the Project as a result of any of the hazards covered in the
insurance required by the Loan Agreement, in an amount at least equal to thefqimdaximum
Annual Debt Service on the Bonds and (ii) budgeted Operation and Maintenance Costs coming due and
payable during the current Fiscal Year; provided, however, that with respect to budgeted Operation and
Maintenance Costs, in the first Fiscakaf such amount will be as agreed to by the Borrower and the
Oversight Agent and that in any future Fiscal Year such amount will be the greater of the budgeted
Operation and Maintenance Costs or the prior Fiscal YearOs actual Operation and Maintenance Cost
Such insurance may be maintained as part of or in conjunction with any other insurance coverage carried
by the Borrower. Any insurer providing such insurance must be rated at least OB+O BgsA.Mhe
Net Proceeds of such insurance, if any, wdlfmid to the Trustee and deposited in the Series A Bonds
Debt Service Fund under the Indenture, and will be credited towards the payment of the Bonds as the
same become due and payable in accordance with the Indenture. Any such insurance policyisleall pro
that it shall not be changed, modified, amended or cancelled without at least 30 days written notice to the
Borrower and the Trustee.

Title Insurance

On or before the Closing Date, the Borrower shall, at its expense (a) cause the Deed of Trust to be
recorded in the Office of the San Bernardino County Recorder, and (b) obtain an ALTA title insurance
policy naming the Trustee as its interests may appear under the Deed of Trust and insuring the BorrowerQOs
fee simple title to the Project, subject only ®rfitted Encumbrances, in an amount at least equal to the
aggregate principal amount of the Bonds. All Net proceeds received under any such title insurance policy
shall be deposited with the Trustee, as assignee of the Borrower under the Indenturpliecidgaset
forth in the Indenture.

Repair and Replacement

The Borrower agrees to cause to be performed a preliminary inspection by a consultant
experienced in mobilehome parks, selected by the Borrower and approved by the Authority, of the Project
at sut time or times as the Oversight Agent may reasonably determine to be necessary based on
information with respect to the Project available to the Oversight Agent, and, if it is determined that
further inspection is needed after a preliminary inspectiah further inspection, providing a report of a
licensed contractor qualified to do the type of work proposed to be performed to identify any repairs,
replacements or capital improvements required to maintain the Project as a safe and sanitary mobile home
park in accordance with the Loan Agreement, the Regulatory Agreement and all associated agreements.
Any such inspections shall be at the expense of the Borrower. All such repairs, replacements or capital
improvements and costs of inspections will be pfid from moneys on deposit in the Repair and
Replacement Fund to the extent of the moneys deposited in such Fund.

In the event that expenses are incurred, or in the opinion of the Borrower ought properly be
incurred for replacement or additional improvenseon the Project, for other capital facilities which may
be of direct or indirect benefit to the Project which are not identified in a report of a licensed contractor
qualified to do the type of work proposed to be performed (pursuant to the Loan Agnedregand
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ordinary and necessary maintenance and repairs which are paid as part of the Operation and Maintenance
Expenses, the Borrower shall submit to the Oversight Agent a request for payment or reimbursement of
such costs. The request shall (a) idgntihe total amount of such costs to be paid pursuant to such
requisition, including all items of cost in such detail as may be available to the Borrower, (b) state with
respect to such disbursement (i) the amount to be disbursed for payment of sucdndo@isihat each

item of costs identified therein has been properly incurred and has not been the basis of any previous
disbursement; and (c) be accompanied by an invoice, if any. Upon approval by the Oversight Agent of
such a request from the Borrowd#ne Oversight Agent shall submit or cause to be submitted the request

to the Trustee pursuant to the Indenture for payment of such costs from the Repair and Replacement
Fund.

Moneys deposited in the Restricted Account of the Repair and ReplacemenirFimedClosing
Date shall be applied to pay for or reimburse the Borrower for initial capital improvements, if any, to the
Project as set forth in Exhibit C to the Loan Agreement, as said Exhibit C may be amended from time to
time with the approval of th®&orrower and the Oversight Agent, or as described in the preceding
paragraph. Moneys deposited in the Unrestricted Account of the Repair and Replacement Fund may be
used for an expense described in the preceding paragraph.

With respect to each expendiguirom the Repair and Replacement Fund, the Borrower will file a
requisition with the Oversight Agent. The requisition shall (a) identify the total amount of such costs to
be paid pursuant to such requisition, including all items of cost in such detaédyabe available to the
Borrower, (b) state with respect to such disbursement (i) the amount to be disbursed for payment of such
costs, and (ii) that each item of costs identified therein has been properly incurred and has not been the
basis of any previgss disbursement, and (c) be accompanied by an invoice, if any. Upon approval by the
Oversight Agent of such a requisition from the Borrower, the Oversight Agent shall submit or cause to be
submitted the request to the Trustee pursuant to the Indentysayiment of such costs from the Repair
and Replacement Fund.

If requested by the Oversight Agent pursuant to the Loan Agreement, the Borrower shall cause an
updated report with respect to the physical needs of the Project (the OUpdated Physical Assessmen
ReportO) to be prepared by a qualified professional approved by the Oversight Agent and a copy of said
Updated Physical Assessment Report shall be filed with the Oversight Agent and the Authority.
Thereafter, to the extent specified in the Updated hlgissessment Report, the Borrower shall cause
to be deposited into the Repair and Replacement Fund pursuant to the Indenture the amount specified in
said Updated Physical Assessment Report.

Other Debt, No Recourse Debt

The Borrower represents, covenaaisl warrants that: (a) other than the Loan, there are no other
debt obligations of the Borrower with a maturity of greater than one year; (b) the Borrower is not a
debtor, guarantor or otherwise an obligor under any loan arrangement, promissory no¢e eviddénce
of indebtedness that is a recourse obligation against the Borrower; and (c) the Borrower shall not incur
any recourse debt nor shall the Borrower act as guarantor or enter into any other arrangement if by doing
so would subject the Borrower tecourse liability.

Replenishment of Series A Bonds Debt Service Reserve Fund
The Borrower agrees to make payments sufficient to restore the Series A Bonds Debt Service
Reserve Fund to the Series A Bonds Debt Service Reserve Fund Requirement (a) ird2icerexjual

monthly installments beginning in the month following any withdrawal from the Series A Bonds Debt
Service Reserve Fund which causes the amount therein to be less than the Series A Bonds Debt Service
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Reserve Fund Requirement, or (b) in founsecutive equal monthly installments beginning in the month
following any calculation of the value of the Series A Bonds Debt Service Reserve Fund at an amount
less than the Series A Bonds Debt Service Reserve Fund Requirement.

Replenishment of Subordinate Series B Bonds Debt Service Reserve Fund

The Borrower agrees to make payments as soon as possible to restore the Subordinate Series B
Bonds Debt Service Reserve Fund to the Subordinate Series B Bonds Debt Service Reserve Fund
Requirement, such moneys farch purpose to come from available moneys in the Surplus Fund.

Project Management Agreements

Any project management agreement shall permit the Borrower to remove the Project Manager
(without penalty) for nonperformance or if the Borrower fails to meetrétte covenant set forth in the
Section entitled OMinimum Rents; Coverage Requirement CertificateO (unless it could be established that
causes outside the operatorOs control were causing the rate covenant violation). If the Borrower removes
the Project Minager, the Borrower shall promptly appoint a replacement Project Manager acceptable to
the Oversight Agent and the Authority, and pending such appointment, may act as Project Manager on a
temporary basis.

Operating Fund

The Borrower shall have an opergtinash balance for the Project equal to at least 15 days of
annual budgeted Operation and Maintenance Costs as of the Closing Date and as of the last day of each
fiscal year (such cash balance shall be exclusive of any amounts in the funds and acobuntsheel
Trustee or funds representing resident security deposits).

Events of Default Under the Loan Agreement
Each of the following is an OEvent of DefaultO under the Loan Agreement.

(a) The Borrower shall fail to pay when due the amounts required paideunder the Loan
Agreement or the Note when the same shall become due and payable in accordance with the terms of the
Loan Agreement or the Note, including a failure to repay any amounts which have been previously paid
but are recovered, attached orangd pursuant to any insolvency, receivership, liquidation or similar
proceedings; or

(b) The Borrower shall fail to perform or observe any of its covenants or agreements
contained in the Loan Agreement, the Regulatory Agreement, the Indenture, therNiote Deed of
Trust, other than as specified in paragraph (a) above, and such failure shall continue during and after the
period specified below; or

(© Any representation or warranty of the Borrower shall be determined by the Trustee or the
Authority to have been false in any material respect when made; or

(d) The Borrower shall generally not pay its debts as they become due, or shall admit in
writing its inability to pay its debts generally, or shall make a general assignment for the benefit of
creditorsor shall institute any proceeding or voluntary case seeking to adjudicate it a bankrupt or
insolvent or seeking liquidation, winding up, reorganization, arrangement, adjustment, protection, relief
or composition of it or its debts under any law relatindamkruptcy, insolvency or reorganization or
relief or protection of debtors, or seeking the entry of an order for relief or the appointment of a receiver,
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trustee, custodian or other similar official for it or for any substantial part of its propethe 8orrower

shall take any action to authorize any of the actions described above in this paragraph (d), or any
proceeding shall be instituted against the Borrower seeking to adjudicate it a bankrupt or insolvent or
seeking liquidation, winding up, reongaation, arrangement, adjustment, protection, relief or
composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization or relief
or protection of debtors, or seeking the entry of an order for relief or the appointmantoéiver,

trustee, custodian or other similar official for it or for any substantial part of its property, and, if such
proceeding is being contested by the Borrower in good faith, such proceeding shall remain undismissed or
unstayed for a period of Glays; or

(e) An event of default shall have occurred under the Indenture and the Series A Bonds have
been declared due and payable pursuant to the Indenture.

No default under paragraph (b) above shall constitute an Event of Default until:

0] The Trusteeby registered, certified or overnight mail, shall give notice to the Borrower
of such default specifying the same and stating that such notice is a ONotice of DefaultO; and

(ii) The Borrower shall have 60 days after receipt of such notice to correctfthst dand
shall not have corrected it; provided, however, that if the default stated in the notice is of such a nature
that it cannot be corrected within 60 days, such default shall not constitute an Event of Default under the
Loan Agreement so long as the Borrower institutes corrective action within said 60 days and diligently
pursues such action until the default is corrected, and (b) in the opinion of Bond Counsel, the failure to
cure said default within 60 days will not adversely affect the exclusimm gross income for federal
income tax purposes of interest on the Bonds.

Remedies

Whenever any Event of Default under the Loan Agreement shall have happened and be
continuing, the following remedial steps shall be taken:

(a) Immediately upon the ocaumce of any Event of Default under the Loan Agreement the
Trustee shall declare all amounts due under the Loan Agreement and the Note to be immediately due and
payable; provided, however, that in the case of an Event of Default described in (b), jAmrvel, the
amounts due under the Loan Agreement and the Note shall not be accelerated unless the Trustee receives
either (i) written notice from the Authority to accelerate the Loan and declare all amounts due under the
Loan Agreement and the Note or) @n opinion of Bond Counsel that the failure to accelerate the Loan
under such circumstances will adversely affect the exclusion from gross income for federal income tax
purposes of interest on the FExempt Bonds; provided, however, as is set fortthenlhdenture, if the
Series A Bonds are Outstanding and there has been no default with respect to the Series A Bonds under
the Indenture, the Series A Bonds, the Subordinate Series B Bonds and the Subordinate Series C Bonds
shall not be subject to accelgom;

(b) Subject to the provisions of the Indenture, the Trustee shall take whatever action at law or
in equity may appear necessary or desirable to collect the payments required to be made by the Borrower
under the Loan Agreement, the Deed of Trust,thrdNote, or to enforce performance and observance of
any obligation or agreement of the Borrower under the Loan Agreement, the Note, the Deed of Trust or
the Regulatory Agreement, but in no event shall the Trustee be obligated to take any such adtian whic
its opinion will or might cause it to expend time or money or otherwise incur liability unless and until an
indemnity bond satisfactory to it has been furnished to it;
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(© The Authority may, upon consultation with the Oversight Agent, terminate thjecPr
Manager and shall upon the recommendation of the Oversight Agent or such other advice as the Authority
deems appropriate, select a new Project Manager;

(d) Upon an Event of Default under the Loan Agreement, either the Authority may operate
and adminster, or cause to be operated and administered, the Project in the place and stead of the
Borrower and in the manner required by the terms and provisions of the Regulatory Agreement. In so
doing, the Authority or such party as it may appoint to operateadminister the Project, to the extent it
may have moneys available under the Loan Agreement for such purposes, shall complete the
rehabilitation and equipping of any incomplete component of the Project to be funded with proceeds of
the Bonds, and shallay from the Operating Revenues received with respect to the Project (to the extent
available) the Loan Repayments and Fees and Charges, if any, which the Borrower was obligated to pay
pursuant to the terms and provisions of the Loan Agreement and theoDBeist. The Trustee or other
depository shall be authorized to pay the Authority or its designee as directed by an OfficerOs Certificate
any moneys on deposit in the Project Fund to the extent that the Authority shall certify in writing that
such moneysare required by the Authority or its designee to pay any items that would have been included
in the cost of the Project had the Authority or its designee not acquired the same;

(e) The Authority may, upon the recommendation of the Oversight Agent or cthehn
advice as it may deem appropriate, commence foreclosure proceedings as set forth in the Indenture; and

) Upon an Event of Default and continuing until at least one year after all Events of Default
have been cured, all Operating Revenues then od had thereafter received by the Borrower or
otherwise shall be delivered to the Trustee, for deposit to a depository account for the benefit of the Bond
Owners to be applied by the Trustee first to the payment of debt service on the Series A Bonds, then t
the debt service on the Subordinate Series B Bonds, then to the debt service on the Subordinate Series C
Bonds and then to the payment of reasonable and necessary Operation and Maintenance Costs, with any
remaining amounts used as provided in the Indentu

Any amounts collected as payments made on the Note, or applicable to such payments, and any
other amounts which would be applicable to payment of principal of, premium, if any, and interest on the
Bonds collected pursuant to action taken under thegéamg provisions under this heading shall be
applied in accordance with the provisions of the Indenture. Upon payment in full of all amounts owing
under the Indenture, including all fees and expenses of the Trustee, the Oversight Agent and the
Authority, the Authority and the Trustee shall transfer any remaining right, title or interest that each has in
the Indenture, the Loan Agreement, the Note and the Deed of Trust to the Borrower, except any rights to
receive payment of fees and expenses and to benimified, as provided for in the Loan Agreement and
the Indenture.

Beneficiaries

So long as any of the Bonds are Outstanding and the Note has not beenfphidhe Authority
shall be an intended third party beneficiary of the Loan Agreement.

9 THE REGULATORY AGREEMENT

The following is a summary of certain provisions of the Regulatory Agreement and does not
purport to be complete. Reference is hereby made to the Regulatory Agreement which is available from
the Trustee upon request, and to Appendix A for tefinition of certain terms used herein. Any
capitalized terms not otherwise defined herein or in Appendix A are as defined in the Regulatory
Agreement.
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Residential Rental Property; Qualified Residents

The Borrower represents, as of the date ofRlegulatory Agreement, and warrants, covenants
and agrees as follows:

(a) The Project is being owned and operated for the purpose of providing qualified
residential rental housing, consisting of one mobile home Space for each household, together with
facilities which are Functionally Related and Subordinate to such Spaces.

(b) All of the mobile homes in the Project will contain separate facilities for living, sleeping,
eating, cooking and sanitation, including a sleeping area, bathing and sanitatioresaaiiii cooking
facilities equipped with a cooking range, refrigerator and sink.

(© All of the Spaces in the Project will be available for rental on a continuous basis to
members of the general public during the Qualified Project Period, and the Borralvenotgive
preference to any particular class or group in renting the Spaces in the Project, except to the extent that
Spaces are required to be leased or rented to Qualified Residents.

(d) The Project comprises a single geographically and functionalggiated project for
residential rental property, as evidenced by the ownership, management, accounting and operation of the
Project.

(e) No part of the Project will at any time be owned or used as a condominium or by a
cooperative housing corporation, dathe Borrower shall not take any steps toward such conversion
without an opinion of Bond Counsel that interest on the-Egempt Bonds will not thereby become
includable in gross income for federal income tax purposes.

) Should involuntary noncomplianceith the provisions of the Regulatory Agreement be
caused by fire, seizure, requisition, foreclosure, transfer of title by deed in lieu of foreclosure, change in a
federal law or an action of a federal agency after the Closing Date which prevents tbetAditom
enforcing the requirements of the Regulations, or condemnation or similar event, the Borrower covenants
that, within a Oreasonable periodO determined in accordance with the Regulations, it will either prepay the
Note or apply any proceeds recsivas a result of any of the preceding events to reconstruct the Project to
meet the requirements of the Regulatory Agreement.

(9) There shall be no discrimination against or segregation of any person or group of persons
on account of race, color, religipage, sex, marital status, ancestry, national origin, source of income
(e.g. AFDC (or its successor program, if any) or SSI) or disability in the sale, lease, sublease, transfer,
use, occupancy, tenure or enjoyment of the Project nor shall the trarmfer@e person claiming under
or through the transferee, establish or permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use or occupancy of tenants, lessees,
subtenants, sublesseesrendees of the Project.

(h) The Low Income Spaces and Very Low Income Spaces shall be intermingled with, and
shall be of comparable quality to, all other Spaces in the Project. Tenants in all Spaces shall have equal
access to and enjoyment of all commauailities of the Project.

0] In the aggregate, no more than two persons per bedroom, plus one person shall occupy

any Space in the Project not including children born after the date of initial occupancy by a household.
For example, with respect to a twedroom mobile home, maximum occupancy shall be 5 persons.

59



) None of the Spaces in the Project shall at any time be utilized on a transient basis; none
of the residents of the Project are residing at the Project for any ancillary purpose unrelatesinty hou
except as set forth in the Tax Certificate, none of the Spaces in the Project are being leased or rented to a
person or person who does not occupy such Space; and neither the Project nor any portion thereof shall be
used as a hotel, motel, dormitofsaternity house, sorority house, rooming house, hospital, nursing home,
retirement home, sanitarium, rest home, or by a cooperative housing corporation (as defined in Section
216(b)(1) of the Code).

(k) Substantially all (i.e. not less than 95%) of theojéct shall consist of proximate
structures located on one or more contiguous tracts of land which have similarly constructed Spaces
financed pursuant to a common plan together with Functionally Related and Subordinate facilities, all of
which shall be owed by the same OpersonO (as such term is used in the Treasury Regulations) for federal
tax purposes.

Authority Requirements

The following provisions shall apply during the term of the Regulatory Agreement, irrespective
of whether any Bonds are outstanding

(a) The Borrower shall notify the Authority and the Oversight Agent of the
operations/management company it will employ for the Project no less than 30 days prior to the signing
of a contract with any such entity. Qualifications of the firm(s) shail la¢sprovided at that time and the
Authority shall have the right to submit comments on the qualifications of the firm, which shall be
considered by Borrower prior to execution of a contract.

(b) The Borrower is responsible for all management functionk waspect to the Project
including the selection of tenants, certification and recertification of household size and income,
evictions, collection of rents and deposits, maintenance, landscaping, routine and extraordinary repairs,
replacement of capitaldtns, and security. The Authority shall have no responsibility over management
of the Project. In no instance shall the Borrower delegate or forego its responsibility to operate the
Project in the manner set forth in the Regulatory Agreement and theAlgpaement.

(© The Authority through its Authorized Officer, reserves the right to conduct on or about
15 of each year, commencing 15, 20__, an annual (or more frequently, if deemed
necessary by the Authority) review of the managementipeacand financial status of the Project. The
purpose of each periodic review will be to enable the Authority to determine if the Project is being
operated and managed in accordance with the requirements and standards of the Regulatory Agreement.
The Borower shall cooperate with the Authority in such reviews, including but not limited to making its
books and records regarding the Project available for inspection by the Authority.

(d) The Borrower agrees, for the entire term of the Regulatory Agreenoentaintain all
common area interior and exterior improvements on the Project (exclusive of the mobile homes and
tenant spaces), including landscaping and common buildings on the Project in good condition and repair
(and, as to landscaping, in a healthy diton) and in accordance with all applicable laws, rules,
ordinances, orders and regulations of all federal, state, county, municipal, and other governmental
agencies and bodies having or claiming jurisdiction and all their respective departments,, larmdaus
officials.

) The Authority places prime importance on quality maintenance to ensure that all

Authority-assisted affordable housing projects are not allowed to deteriorate due toavelage
maintenance. Normal wear and tear of the Project willabceptable to the Authority assuming the
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Borrower agrees to provide all necessary improvements to assure the Project is maintained in good
condition. The Borrower shall make all repairs and replacements necessary to keep the Project in good
condition aml repair.

(9) In the event that the Borrower breaches any of the covenants contained in the Regulatory
Agreement and such default continues for a period of 10 days after written notice from the Authority with
respect to graffiti, debris, waste materiald @eneral maintenance or 30 days after written notice from the
Authority with respect to landscaping and building improvements, then the Authority may enter upon the
Project and perform or cause to be performed all work necessary to cure the defawlantRorsuch
right of entry, the Authority shall be permitted (but is not required) to enter upon the Project and perform
all work necessary to protect, maintain, and preserve the improvements and landscaped areas on the
Project, and to attach a lien oretRroject, or to assess the Project, in the amount of its expenditures,
including a 15% administrative charge.

Qualified Residents

Pursuant to the requirements of the Code and the Act, the Borrower covenants and agrees as
follows:

(a) During the QualifiedProject Period: not less than twenty percent (20%) of the Spaces in
the Project shall be continuously occupied by Very Low Income Residents. The monthly rent charged for
onehalf of such Very Low Income Spaces (i.e., not less than 10% of the SpacesHrojéct) shall be
not greater than as follows:

(A) where a Very Low Income Resident is both the registered and legal owner of the
mobile home and is not making mortgage payments for the purchase of that mobile home, the
total rental charge for occupanof/the Space (excluding a reasonable allowance for other related
housing costs determined at the time of acquisition of the Project by the Borrower and excluding
any supplemental rental assistance from the State, the federal government, or any other public
agency to the Very Low Income Resident or on behalf of the Space and the mobile home) shall
not exceed onéwelfth of 30 percent of 50 percent of Median Income for the Area, adjusted for
household size in the manner set forth below.

(B) where a Very Lowncome Resident is the registered owner of the mobile home
and is making mortgage payments for the purchase of that mobile home, the total rental charge
for occupancy of the Space (excluding any charges for utilities and storage and excluding any
supplemerdl rental assistance from the State, the federal government, or any other public agency
to the Very Low Income Resident or on behalf of the Space and mobile home), shall not exceed
onetwelfth of 15 percent of 50 percent of Median Income for the Areadjastad for household
size in the manner set forth below.

©) where a Very Low Income Resident rents both the mobile home and the Space
occupied by the mobile home, the total rental payments paid by the Very Low Income Resident
on the mobile home and the@&e occupied by the mobile home (excluding any supplemental
rental assistance from the State, the federal government, or any other public agency to that Very
Low Resident or on behalf of that Space and mobile home) shall not exceédetitle of 30
percent of 50 percent of Median Income for the Area adjusted for household size in the manner
set forth below.

In adjusting rent for household size, it shall be assumed that one person will occupy a
recreational vehicle, two persons will occupy a singide nobile home and three persons will
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occupy a multisectional mobile home; or as permitted under Section 52102(a) of the California
Health and Safety Code, it shall be assumed that one person will occupy a studio unit, two
persons will occupy a ordgedroom uit, three persons will occupy a twiedroom unit, four
persons will occupy a thrdgedroom unit, and five persons will occupy a fdedroom unit.

(b) The Borrower represents, as of the date of the Regulatory Agreement, and warrants,
covenants and agred®at not less than fiftfive percent (55%) of the Spaces in the Project (not including
any Spaces required to be occupied by Very Low Income Residents under paragraph (a) above) shall be
continuously occupied by Low Income Residents during the Qualifiei@d® Period.

(©) In the event a recertification sfuch tenantOs income in accordance with paragraph (e)
below demonstrates that such tenant no longer qualifies as a Qualified Resident, the Space occupied by
such Resident shall continue to be treated as a Qualified Space unless and until any Sp&uejecthe
thereafter is occupied by a new tenant other than a Qualified Resident of the applicable category.
Moreover, a Space previously occupied by a Qualified Resident and then vacated shall be considered
occupied by a Qualified Resident of the applieatshtegory until reoccupied, other than for a temporary
period, at which time the character of the Space shall be redetermined. In no event shall such temporary
period exceed thirty one (31) days. Notwithstanding anything to the contrary, if at arj¢imember
of Qualified Residents falls below the number required by the Regulatory Agreement, the next available
vacant Space shall be rented to a Qualified Resident of the applicable category.

(d) Immediately prior to a Qualified ResidentOs occupaney@iialified Space (or prior to
the Closing Date with respect to Spaces previously occupied), the Borrower will obtain and maintain on
file an Income Certification form from each Qualified Resident occupying a Qualified Space, dated
immediately prior to thenitial occupancy of such Qualified Resident in the Project (or prior to the
Closing Date in the case of existing Qualified Residents). In addition, the Borrower will provide such
further information as may be required in the future by the State ob@uadif and by the Act, as the same
may be amended from time to time as requested by the Authority or the Oversight Agent. The Borrower
shall verify the income provided by an applicant with respect to a Space to be occupied after the Closing
Date in the maner described by the Regulatory Agreement.

(e) Annually, the Borrower shall recertify the income of the occupants of such Qualified
Spaces by obtaining a completed Income Certification based upon the current income of each occupant of
the Space. In thevent the recertification demonstrates that such householdOs income exceeds 140% of
the income at which such household would qualify as a Qualified Resident of the applicable category,
such household will no longer qualify as a Qualified Resident of thécable category, and the
Borrower either (i) will designate another Qualified Resident and Space in the Project as a Qualified
Resident of the applicable category, and a Qualified Space of the applicable category, respectively, or (ii)
will rent the nexiavailable vacant Space to one or more Qualified Residents of the applicable category.

0] Each lease or rental agreement pertaining to a Qualified Space occupied after the Closing
Date will contain a provision to the effect that the Borrower has reliethemncome Certification and
supporting information supplied by the Qualified Resident in determining qualification for occupancy of
the Qualified Space, and that any material misstatement in such certification (whether or not intentional)
may be cause fammediate termination of such lease. Each lease or rental agreement will also contain a
provision that failure to cooperate with the annual recertification process reasonably instituted by the
Borrower pursuant to paragraph (e) above will disqualify Space as a Qualified Space and provide
grounds for termination of the lease. The Borrower agrees to provide the Oversight Agent and the
Authority a copy for the form of application and lease to be provided to prospective Qualified Residents
and any amendents thereto.
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(9) In the event, despite BorrowerOs exercise of best efforts to comply with the foregoing
provisions of the Regulatory Agreement, the Borrower shall have been out of compliance with any of the
restrictions of the foregoing provisions of tRegulatory Agreement relative to Qualified Residents for a
period in excess of six months, then at the sole option of the Authority the terms of the Regulatory
Agreement shall be automatically extended for the period ofcoampliance upon written notice the
Borrower, the Trustee and the Oversight Agent from the Authority, such extension to relate to the
Qualified Spaces and Qualified Residents as to which such noncompliance relates.

Sale or Transfer of the Project

The Borrower intends to hold the Prdjdor its own account and has no current plans to sell,
transfer or otherwise dispose of the Project, and covenants and agrees not to sell, transfer or otherwise
dispose of the Project, or any portion thereof (other than for individual tenant use asptatetmnder
the Regulatory Agreement), without obtaining the prior consent of the Authority and upon satisfaction of
the other requirements of the Regulatory Agreement and the Loan Agreement.

Term

The Regulatory Agreement and all and several of the taviisbecome effective upon its
execution and delivery and will remain in full force and effect during the Qualified Project Period, it
being expressly agreed and understood that the provisions are intended to survive the retirement of the
Bonds and expirain of the Indenture, the Loan Agreement and the Note.

Enforcement

If the Borrower defaults in the performance or observance of any covenant, agreement or
obligation of the Borrower set forth in the Regulatory Agreement, and if such default remains diocured
a period of 60 days after notice thereof shall have been given by the Authority or the Trustee to the
Borrower (provided, however, that the Authority may at its sole option extend such period if the Borrower
provides the Authority with an opinion ofoBd Counsel to the effect that such extension will not
adversely affect the exclusion from gross income for federal income tax purposes of interest on the Tax
Exempt Bonds, and provided further, in the event any default relates to Section 5 of the Regulato
Agreement and the Borrower is exercising best efforts to comply with such restrictions as determined by
the Authority in its sole discretion, then the cure period described above shall be 6 months and the
Qualified Project Period shall be extended fdika period as provided in the Regulatory Agreement). If
the Borrower fails to cure within the specified period then the Trustee, subject to the provisions of the
Regulatory Agreement and acting on its own behalf or on behalf of the Authority, shatedaslOEvent
of DefaultO to have occurred, and, at its option, may take any one or more of the following steps:

0] by mandamus or other suit, action or proceeding at law or in equity, require the
Borrower to perform its obligations and covenants utideRegulatory Agreement or enjoin any
acts or things which may be unlawful or in violation of the rights of the Authority or the Trustee
under the Regulatory Agreement;

(ii) have access to and inspect, examine and make copies of all of the books and
recods of the Borrower pertaining to the Project; and

(iii) take such other action at law or in equity as may appear necessary or desirable to

enforce the obligations, covenants and agreements of the Borrower under the Regulatory
Agreement.
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In addition to theenforcement remedies set forth above, upon the BorrowerOs default under the
Regulatory Agreement, the Authority will have the right (but not the obligation) to lease up to 20% of the
Spaces in the Project for a rental of $1 per Space per year. The Ausiail sublease such units to
Qualified Residents to the extent necessary to comply with the provisions of the Regulatory Agreement.
Any rent paid under such a sublease shall be paid to the Borrower after the Authority has been reimbursed
for any expenss incurred by them in connection with the sublease; provided that, if the Borrower is in
default under the Loan, such rent shall be used to make payments under the Loan.

The Trustee shall have the right, in accordance with the Regulatory Agreement pralisiens
of the Indenture, without the consent or approval of the Authority, to exercise any or all of the rights or
remedies of the Authority under the Regulatory Agreement; provided that prior to taking any such act the
Trustee shall give the Authoyitwritten notice of its intended action. All fees, costs and expenses of the
Trustee, the Authority and the Oversight Agent (including, without limitation, reasonable attorneysO fees)
reasonably incurred in taking any action pursuant to the Regulatorgegnt shall be the sole
responsibility of the Borrower; provided the Trustee will not be obligated to take any action under the
Regulatory Agreement that results in expenses or liability to the Trustee unless it is compensated and
reimbursed for its expees, including reasonable attorneysO fees, and indemnified to its satisfaction
against liability.

After the Indenture has been discharged, or if the Trustee fails to act under the Regulatory
Agreement, the Authority may act in its own behalf to declar®@B&went of DefaultO to have occurred and
to take any one or more of the steps specified above to the same extent and with the same effect as if
taken by the Trustee.

10 THE BORROWER

Neither the Authority nor the Underwriter has made any independent investigatt the
information presented herein as to the Borrower. Such information has been provided solely by the
Borrower, and neither the Authority nor the Underwriter has verified the accuracy or completeness of
such information, nor do they assume any rasiility or liability therefor.

Organization

The Borrower is a California nonprofit public benefit corporation. The Borrower is organized
exclusively under the California Nonprofit Public Benefit corporation Law for charitable purposes. [lts
specific pupose is to encourage, preserve, rehabilitate, develop, operate, and maintain decent, safe,
sanitary and affordable housing for very low, low and moderate income persons in the State of
California.]

[The Borrower was created to provide affordable housihgough the acquisition and
rehabilitation of mobilehome and apartment communities. The BorrowerOs goals are to encourage and
empower its residents to take an active role in budget and management decisions, provide enhanced
maintenance and services; and dosure that its communities remain valuable sources of quality
affordable housing.]

The Borrower received a determination letter from the Internal Revenue Service as to its status as
an organization described in Section 501(c)(3) of the Code on 9,, &t a letter from the State of
California Franchise Tax Board confirming its exemption from State franchise or income tax on

, 20__. The Borrower has agreed to maintain its Section 501(c)(3) status and its exemption
from federal income taxatiainder the Code.
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The current Board of Directors of the Borrower is as follows:

Board of Directors

[bios]

Operations

The day to day operations of the Borrower are conducted by

[bios and description from Borrower]

The BorrowerOs legal counsel for general matters related to the acquisition of the Project is
, & law firm specializing in affordable housing, redevelopment and land use, is
providing an oplnlon regardlng the tax exempt status oBthreower. accounting firm with

an emphasis on ngprofit and municipal work, provides audit and general accounting services for the
Borrower.

The Borrower has no substantial assets beyond its investment in the Project. The Loan is a
limited re®@urse obligation of the Borrower, secured by the Deed of Trust. In the event of financial
difficulties of the Project, there can be no assurance that the Borrower will have any financial resources
available to contribute to the Project.

11 THE PROJECT

Neither the Authority nor the Underwriter has made any independent investigation of the
information presented herein as to the Project. Such information has been provided solely by the
Borrower and certain professionals as specifically noted, and n#iiekuthority nor the Underwriter
has verified the accuracy or completeness of such information, nor do they assume any responsibility or
liability therefor.

Mobile Home Park Overview

General Mobile homes are sometimes referred to as an intermediatbetigpen apartments
and owner occupied housing (condominiums and detached homes). At the same time, those with
sufficient income and cash for down payments typically prefer to buy a traditional home, rather than rent
space in a mobile home park. Thug #pace rent plus the mobile home (coach) mortgage payment must
generally be less than the mortgage payment on traditional housing in the area.

Increasing land values near urban areas (especially during the 19800s) significantly curtailed the
development bnew parks. Also affecting new park construction was the advent of rent control during
the 19800s. Many cities throughout the State have enacted rent control ordinances as a result of previous
rent increases.

Because of the lack of supply and a growagmand for affordable housing in urban areas,

mobile home parks were able to steadily increase space rents even during the recession years of the early
19900s. While rents for most types of real estate in California dropped during the recession, mebile ho
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park rents have continued to rise, although not at their historic rates. No assurance can be given that such
trends will continue.

Stable Resident BaseResidents of mobile home parks are homeowners and make significant
investments in their homes aimdon-site improvements. Moving a mobile home from one community to
another requires substantial cost and effort and often requires abandonmesitefimprovements such
as landscaping, decks and carports. Because of the loss of equity in site mgrsyehe high cost of
moving and the limited availability of vacant mobile home park spaces, mobile homes are seldom moved
from their original locations. Instead, mobile homes are usually sold in place when the homeowner wants
to move.

The high costs asciated with moving a mobile home also serve to reduce rent delinquencies and
collection losses. Pursuant to Section 798 et seq. of the California Civil Code (the OMobile Home
Residency LawQ), a mobile home park owner (after complying with the notieepetiod and other
procedural requirements of the Mobile Home Residency Law) has the right to cause the removal of a
mobile home if a resident fails to pay rent. Since the loss in value caused by the removal of the mobile
home would usually far exceedetimount of the rent delinquency the mobile home owner, or the holder
of a lien on the mobile home, has a strong incentive to cure the rent default.

Vicinity Description

The Project is located in the City of San Bernardino.

The Project

Royal York Estatexomprises approximately _ gross acres and is located at San
Bernardino, California. It consists of __ mobile home spaces with single and double wide mobile homes.
Park site improvements include

Maps

The following pages contain mapstbé Project.
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Regional Map

Neighborhood Map
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Satellite Map of Neighborhood

Satellite Map of Project
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Environmental Site Assessment

[According to a Phase | Environmental Site Assessment of the Project dated , the Project
site does not appets have been significantly impacted by the presence or use of hazardous materials on
the site or in the surrounding area, with the possible exception of asbestaming building materials
in certain buildings on the site.] [to be updated]

Physical Needs Assessment

According to a Physical Needs Assessment Report prepared by Meterman, Inc., dated July 23,
2019 (the ONeeds AssessmentO), the Project will need $16,200 of repairs within one year from the date of
the Needs Assessment, and $1,723,000 in additirepairs within a longer time frame, as summarized in
the following table:

Table 1
Physical Needs Assessment
Estimated Cost Summary

Description Immediate Mid-Term Long Term
Sites: Year (1) Years (2-10)  (Years 11-40)
1. Asphalt slurry &re-stripe/paint entire park 65,000.00
2. Electrical meter ring installation & 4,200.00
corrections
3. Water leak repair at park backflow 1,000.00
4, Electrical Preventative maintenance on 11,000.00
entire E. System
5. Streetlight upgradeadding lights and 25,000.00
improving
6. New Water system #pipe 475,000.00
7. New Gas system spipe 450,000.00
8. New Electrical system, pedestals, 700,000.00
transformers (3), and upgraded to 100A
capabilities
9. Cathodic ProtectioBanodereplacement, 5,000.00
maintenance
Buildings:
10. Exterior paint of Office / Storage building 2,000.00
11. Interior paint of office 1,000.00
TOTAL ESTIMATED COST (YEAR 1): $16,200.00
TOTAL ESTIMATED COST (YEARS 2-10): $98,000.00
TOTAL ESTIMATED COST (YEARS 11-35): $1,625,000.00

Source: Needs Assessment
These capital improvements will be funded from the initial deposit from proceeds of the Series A

Bonds to the Repair and Replacement Fund on the Cl@ag and from subsequent deposits to such
Fund from surplus cash flow from the Project.
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Historical Operating Results

The following tables summarize operating results for the Project for the last two years ended
,20___and , 20__. The resfitsvn below are in conformance with the definitions of
Operating Revenues, Operation and Maintenance Costs and Net Operating Revenues contained in the
Indenture. The financial statements of the Project used to prepare the following tables have not been
auwdited and were not prepared in accordance with generally accepted accounting principles. The
operating results shown below could differ significantly from those that would have been obtained if
audits had been performed and if such statements had beamngurén accordance with such principles.

Table 2
Royal York Estates
Summary of Historical Operating Results
For Two Years ended ,20__and , 20
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Source: Independent AccountantOs Report of dated , 2019
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Other Mobile Home Parks

The following table prepared by the Appraiser compares certain characteristics of the Project and
several othemobile home parks.

Table 3
Royal York Estates and Other Mobile Home Parks
Comparable Attributes - As of August 27, 2019

Source: Real Estate Appraisal Report for Royal York Estates prepared by John P. Neet, MAI as of August 27, 2019.

Management Agreement and Qualifications of Manager

[The Project will bemanaged by (O___O) pursuant to a Property Management
Agreement (the OManagement AgreementO) between the Borrower and ___. The term of the Management
Agreement is for the period of one year, and thereafter for annual periods unless on or xigfdeeysi
prior to the expiration of any such period, either party shall notify the other in writing of its intention to
terminate the Management Agreement in which case the Management Agreement upon thirty daysO
written notice. Pursuant to the Managemagteement, __ will be paid an amount equal to $
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per month for its property management services. The following paragraphs provide background
information regarding the qualifications of ___ ; however, no assurance can be given that ___ will
continueto manage the Project during the term of the Bonds.] [to be updated]

[description of property management company]

Rents/Occupancy

The average occupancy rate for the Project for the past three years is __ % as reported to the
Borrower by the seller of theréject.

Projected Operating Results

Set forth below is a table which projects income and expenses for the Project and provides
estimated debt service coverage for the next five years.

Table 4

Royal York Estates
Projected Operating Results
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Source: NewcombVilliams Financial Group

Appendix B contains the Historical and Forecasted Statements of Cash Receipts and
Disbursements and Accountants® Compilation Report (the ORgquep@pd by , which
provided the basis for the foregoing table. The Statements are compilations and the historical information
has not been audited. See the Report for other limiting conditions and assumptions. Neither the
Authority nor the Undrwriter have verified the information or assumptions in the Report and no
assurance can be given as to the accuracy of the information set forth therein or as to the ability of the
Project to achieve the projected operating levels assumed thereby.

Oversight Agent

The Authority has engaged Wolf & Company Inc. (OWolfO) to serve as the Oversight Agent
under the Indenture, the Loan Agreement and the Regulatory Agreement. Wolf is a housing, financial
and insurance advisory firm that provides services to atadelocal governments, insurance companies,
mortgage bankers, investment bankers and institutional investors in the areas of affordable housing
programs, with a specialized emphasis on program administration, compliance and oversight agent
services.

Wolf is the Oversight Agent on fiftgne (51) mobile home parks backed by revenue bonds in
California. Wolf provides administration/oversight agent duties for the Cities of Daly City, Hermosa
Beach, La Verne, Seal Beach, Union City and the County of RiversAlen@ twentythree (23) parks
for Independent Cities Finance Authority located in the Cities of Carpinteria, Capitola, Clovis, Fresno (2),
Montclair (3), Morgan Hill, Palm Springs, Rohnert Park (2), Salinas, San Marcos (3), San Juan
Capistrano, Santa Rosdisalia, Yucaipa (3) and the County of San Mateo, and nineteen (19) parks for
California Municipal Finance Authority located in the Cities of Brea, Dana Point, Lancaster (4), Vista (2),
Garden Grove (2), Newcastle, Palmdale, Rohnert Park, Vacaville, payceowns of Windsor, Yucca
Valley and Lakeport, CA and 3 parks for Caritas Corporation.
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Wolf is also the program administrator/compliance agent on the County of San BernardinoOs
1997, 2000, 2001, 2002 Single Family Mortgage Revenue Bond Programs.

The Owersight Agent will have general oversight responsibility, including monitoring the
BorrowerOs performance under the Indenture, the Loan Agreement and the Regulatory Agreements.

12 THE AUTHORITY

The Independent Cities Finance Authority is a joint powers aityhaneated pursuant to a joint
exercise of powers agreement, dated May 5, 1988, as amended, and the joint exercise of powers law of
the State of California. The Authority has 7 members and 67 associate members.

The Authority is authorized under the Aotissue the Bonds as provided in the Indenture and to
loan the proceeds of the Bonds to the Borrower, as provided in the Loan Agreement.

The Bonds are not a debt of the Authority, members of the Authority, the State of California or
any of its politich subdivisions for purposes of any constitutional or statutory debt limitation or
restriction, nor in any event shall the Bonds be payable out of funds or properties other than as pledged
pursuant to the Indenture. The Authority has not assumed resgiongdyi any information in this
Official Statement, except for the information under this caption and the caption OLITIGNTION
Authority.O

13 RISK FACTORS

The following factors, which represent major risk factors that have been identified at this time,
should be considered along with all other information in this Official Statement by potential investors in
evaluating the Bonds. There can be no assurance made that other major risk factors will not become
evident at any future time. Potential investors advised to consider the following factors along with all
other information in this Official Statement in evaluating the investment quality of the Series A Bonds
and the Subordinate Series B Bonds.

Bonds Are Limited Obligations of the Authority

The Bondsare special limited obligations of the Authority, payable solely from and secured as to
the payment of the interest on, and the principal of, and the redemption premiums, if any, in accordance
with their terms and the terms of the Indenture, from Pledgmgeiues and other funds as provided
therefor in the Indenture. The Bonds are not a debt of the Authority, members of the Authority, the State
or any of its political subdivisions within the meaning of any constitutional or statutory debt limitation,
nor in any event shall the Bonds be payable out of funds or properties other than as described in the
preceding sentence.

Pledged Revenues consist primarily of payments to be made by the Borrower under the Loan
Agreement and Note. The obligations of the Boepyor any future owner of the Project) under the
Loan Agreement and Note, are not enforceable personally against the Borrower and such obligations are
secured only by the properties and liens specifically conveyed or encumbered as security therefor,
conssting of the Project. No representation or assurance can be given that the Project will generate
sufficient revenues to enable the Borrower to meet its payment obligations under the Loan Agreement and
Note. In the event that the Borrower defaults irolidigations, payment of the principal of and interest
on the Series A Bonds will be payable from amounts on deposit in the Series A Bonds Debt Service
Reserve Fund and from amounts, if any, available in certain other funds held by the Trustee. See OTHE
INDENTUREO herein. In the event that the Borrower defaults in its obligations, payment of the principal
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of and interest on the Subordinate Series B Bonds will be payable from amounts on deposit in the
Subordinate Series B Bonds Debt Service Reserve Funff@ndamounts, if any, available in certain
other funds held by the Trustee. See OTHE INDENTUREO herein.

Loan Payments Non-Recourse

The Borrower agrees to repay the Loan from Net Operating Revenues. The Loan is secured by a
pledge of Operating Revenuasd a security interest in the Project pursuant to the terms of the Deed of
Trust. Neither the BorrowerOs directors, officers, employees and agents, nor any of its other affiliates, has
or is intended to have any liabilities under or in respect of tlean lAgreement, the Indenture, the Note,
the Deed of Trust, the Regulatory Agreement or any of the other documents or transactions contemplated
by any of them.

Loan Payments Not Preference Proof

Payments by the Borrower on the Loan are not subject to agmgrements for purposes of
satisfying the preferengeroofing requirements of federal bankruptcy laws. In the event of bankruptcy of
the Borrower, payments to Bondholders within 123 days (one year in certain cases) prior to the date of
such bankruptcy myabe subject to disgorgement and other preference restrictions.

Restrictions Under the Regulatory Agreement and the City Regulatory Agreement

Under the Regulatory Agreement, the Borrower is to rent not less than 20% of the Spaces in the
Project to Very Lowincome Residents and at least an additional 55% of the Spaces in the Project to Low
Income Residents (all as defined in the Regulatory Agreement). The monthly rental rate which the
Borrower may charge some of the Very Low Income Residents is alsotsgsiricsome cases by the
Regulatory Agreement.

These provisions place a limit on the rental rates for the Spaces, and thus may limit the Net
Operating Revenues available to pay debt service on the Bonds. These restrictions have the effect of
limiting the market for restricted Spaces in the Project in that certain otherwise eligible tenants are
excluded on the basis of the restrictions, and also limit the monthly rental and rental increases which may
be charged for restricted Spaces. In the event ofcanogic downturn, the OMedian Income for the
Area,O on the basis of which certain rent ceilings are to be calculated, is likely to decline, causing a
decline in the monthly rental which the Project is able to realize for certain restricted Spaces. Bee OTH
REGULATORY AGREEMENTO herein.

Risk of Taxability

The failure of the Borrower or the Management Agent to abide by the covenants and conditions
of either the Regulatory Agreement or the Loan Agreement may cause the interest on the Series A Bonds
to becomencludable for federal income tax purposes in the gross income of holders of such Bonds, in
some cases retroactive to the date of issuance of the Series A Bonds. There is no provision in the Series
A Bonds or the Indenture for an acceleration of the Se&i®onds or the payment of additional interest
in the event interest becomes so includable, and the Authority is not liable for any claims or damages
resulting from any such includability in gross income. While failure to comply with the tax covenants of
the Loan Agreement and the Regulatory Agreement is an event of default which will entitle the Authority
to accelerate the BorrowerOs indebtedness and commence foreclosure proceedings, pursuit of such
remedies is subject to delays as a result of bankrupisits on creditorOs remedies and other practical
considerations. There can be no assurance that such remedies will be achieved or proceeds of such
remedies will be adequate to fund a redemption of all or part of the Series A Bonds following the
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BorrowaOs noncompliance with such tax covenants, or that the Authority will be able to compel
compliance in a timely manner to avoid an event of taxability described above. See OTHE
REGULATORY AGREEMENTO and OTAX MATTERSO herein.

In the event of foreclosure arsdile of the Project, there can be no assurance that the purchaser
thereof will not render the Series A Bonds ineligible forésempt status.

Conditions Which May Affect Borrower’s Ability to Pay

Numerous conditions, which are not accurately predictaimeld have an impact upon the
revenues and expenses of the Borrower and, as a result, upon its ability to make timely payment under the
Loan Agreement and the Note. In particular, the ability of the Project to generate revenues and sufficient
rental incane to pay all interest on and principal of the Bonds as due will depend on maintaining a high
occupancy rate, and sustaining the rental rates, in the Project. Factors that may affect the ability of the
Borrower to lease the mobile home sites of the Pr@gad thus generate sufficient income include the
demand for mobile home facilities in the market area, the availability and costs of other competing
housing facilities and the ability of potential residents to meet payments.

The ability of the Borrowerat generate sufficient income in the future will also depend upon
other factors which cannot be predicted with any assurance. Such factors include general and local
economic conditions which may affect demand for mobile home units. Units such as thcsdonrhi
the Project are subject to rising operating costs, fluctuating occupancy levels, adverse economic
conditions and changes in neighborhood preferences. The ability of the Borrower to generate sufficient
income will depend on its ability to lease thmject units promptly and maintain occupancy.

The Appraisal The Appraisal is based upon certain assumptions, limiting conditions,
certifications and definitions set forth therein. An appraisal is only an estimate as to value as of the
specific date stted therein. As an estimate, an appraisal is not a measure of realizable value and may not
reflect the amount which would be received if the property which is the subject of the appraisal is sold.
The Appraisal should be read in its entirety for an wstdeding of the assumptions and rationale which
underlie its conclusionsAppendix D hereto contains a copy of the Appraisal without the complete
addenda thereto. The Appraisal with the complete addenda is available upon request from the
Borrower or the Underwriter.

Leasing and Income RisksThe availability of sufficient operating income to pay the obligation
of the Borrower with respect to the Loan Agreement is subject to the ability of the Borrower to establish
appropriate rental rates for, and thentinuing ability to rent units in, the Project, subject to the
limitations of the Regulatory Agreement and the City Regulatory Agreement. Any constraint on rental
increases due to regulatory (including, but not limited to, rent control) or market ddawos that
inhibit annual rent increases may adversely affect the BorrowerOs ability to cover expenses and financing
costs of the Project.

Projected Operating Results of the Prajecthe cash flow projections of the Project (see
APPENDIX BN HISTORICAL AND FORECASTED PROJECT RECEIPTS AND DISBURSEMENTS)
are based upon certain assumptions, limiting conditions, certifications and definitions as set forth under
such captions. There can be no assurance that the projected results contained therein viiiaapprox
actual results or that any projected results will continue beyond the projection period.

Operation of the ProjectThe primary source of payment of the Loan is the ProjectOs revenues
available after payment of operating expenses of the Projectordingly, the Bondholders are exposed
to the risk that, if the expected operating cash flow is not achieved, actual payments of the Borrower
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pursuant to the Loan Agreement may be insufficient to timely pay all amounts due on the Loan. In the
event that iterest and principal are not paid with respect to the Loan Agreement, or only partially paid,
there will be insufficient Revenues to make scheduled principal and interest payments to Bondholders.
The Trustee may be required to draw on amounts in thesSefB®nds Debt Service Reserve Fund or the
Subordinate Series B Bonds Debt Service Reserve Fund, as applicable, to make up such deficiencies.
Once amounts in the Series A Bonds Debt Service Reserve Fund or the Subordinate Series B Bonds Debt
Service Resee Fund, as applicable, have been depleted, estimated payments of principal and interest on
the Bonds may be delayed or unpaid.

The availability of revenues of the Project to make payments under the Loan could be adversely
affected by a failure or inabijitto (i) continue to rent or lease the Project at the rental rates expected by
the Borrower, and (ii) to maintain the operating expenses and capital expenses at or below the level
expected by the Borrower.

Risks Associated with Operating Expensd$e BorowerOs ability to raise rents is limited under
the Regulatory Agreement. An extended period of inflation may cause the rate of increases in operating
expenses to outpace the ability to raise rents. See OTHE REGULATORY AGREEMENTO herein. In
addition, ay underestimation by the Borrower in the operating expenses of the Project may materially
affect its projections of the operating income of the Project. The consequences of this risk are similar to a
deterioration in the base rental income and would a@eraffect Project revenues. The Borrower has
committed no other resources outside of the revenues generated from the Project to repay the Loan and to
pay increased operating expenses.

Additionally, the cost of electricity in the State of California misen and is expected to rise over
the course of the next few years. Electricity is a cost that is paid directly by the tenants in the Project.
The increasing cost of electricity is likely to result in the increased operating costs of the Project to th
Borrower.

Property reserves are an important consideration for-termg borrowers who will have to
replace major capital items to maintain the quality of the property over time. See OTHE INDENTURE
Revenue Fund® and OTHE LOAN AGREEMERBpair and ReplamentO herein. The deterioration
and replacement of capital items is not predictable with certainty, and real estate properties such as the
Project may encounter a periodic need for capital for replacement and repair of capital items in excess of
budgetecamounts.

In the event that additional capital is needed for the replacement of capital items, it is likely that
the Borrower will either have to seek additional debt capital from third party lenders or pay for such
capital replacement and improvement otiresidual cash flow from the Project, if any. The Authority
has no obligation with respect to any operating, reserve or capital expenses of the Project and no
assurance can be given that such moneys will be obtained. If not, the viability of the¢ Prajebe
adversely affected over time.

Risks Associated with Other Expense3o the extent there are any expenditures required to
maintain the Project that are not foreseen by the Borrower, any uninsured losses, or additional property
taxes due on the Hext as a result of a change in the law, regulation or interpretation of a court of
competent jurisdiction, the only source of moneys to pay such expenses would be additional resources
available to the Borrower. The Borrower has pledged no assets, ltdheht revenues of the Project, to
make debt service payments and to pay for operating expenses. Accordingly, the Borrower may be
unwilling or unable to pay for such additional expenditures.
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Risks Associated with the Management of the Projektdisrupton in management continuity
may temporarily impact the operations of the Project. In addition, a new manager of the Project may not
have the same ability to realize rental increases or to contain operating expenses as the current manager.
If authorizedcompensation to the management agent proves to be inadequate, the Borrower may have
difficulty securing quality management. If no other money than approved amounts are available to pay
such increased costs, the quality and revenues of the Project cadddrsely affected.

The Deed of Trust The Borrower has executed the Deed of Trust for the Project in favor of the
Authority and the Trustee to secure the BorrowerOs obligations under the Loan Agreement. Because the
Borrower may have limited financiaksets, and because the Borrower is not personally liable for the
amounts owing under the Loan Agreement (other than the indemnity and for certain fees as provided
thereunder), if there is a default under the Loan Agreement, the primary remedy of the &ndsthe
Authority is to foreclose on the real and personal property security granted pursuant to the Deed of Trust
and related documents. All amounts collected upon foreclosure of the Project pursuant to the Deed of
Trust will be used to pay amounts oiunder the Loan Agreement pursuant to the provisions of the
Deed of Trust and, under the Indenture, will be applied to the payment of the Series A Bonds in full, then
to the payment of the Subordinate Series B Bonds in full prior to the use of any soefisnto pay the
Subordinate Series C Bonds.

Value of Project; Economic Feasibility

The economic feasibility of the Project depends in large part upon its being substantially
occupied. The Borrower is required by the Regulatory Agreement, among otlgey, tieirhave at least
20% of the Spaces in the Project occupied (or treated as occupied) by persons whose income for federal
tax law purposes does not exceed 50% of area median gross income adjusted for family size, as published
by HUD and to have an additial 55% of the Spaces in the Project occupied by Low Income Residents.
See OTHE REGULATORY AGREEMENT,O and ORISK FACTORSstrictions Under the Regulatory
AgreementO herein. There can be no assurance that the Borrower will be able to rent unjtly twittom
these requirements or at rentals which will enable it to make timely payments under the Loan Agreement
and the Note.

There can be no assurance that the appraised value would be realized upon sale of the Project. In
the event of a forced sale dfet Project due to economic distress, the amount realized upon such distress
sale would likely be less than the fair market value. Furthermore, there can be no assurance that funds
sufficient to pay the principal amount of the Series A Bonds and the Sobierderies B Bonds at
maturity or earlier redemption could be obtained through the sale or refinancing of the Project.

The Borrower believes that proceeds from the foreclosure of the Project would be sufficient to
pay the principal of and interest on tBeries A Bonds and the Subordinate Series B Bonds. Such
payments will, however, be additionally secured by the Series A Bonds Debt Service Reserve Fund, the
Subordinate Series B Bonds Debt Service Reserve Fund, as applicable, and by certain otheldfioyds h
the Trustee, if available.

Competing Facilities
The Authority may finance other facilities and other facilities may be financed, developed,

constructed and operated by any party that could compete with the Project for tenants. The existence of
competing facilities could adversely affect occupancy and revenues of the Project.
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Risks of Ownership of Real Property

The Bondholders will be subject to the risks generally incident to an investment in real estate,
including, without limitation: (i) the mcertainty that the Project will produce sufficient revenues to enable
the Borrower to make timely payments pursuant to the terms of the Loan Agreement; (ii) adverse changes
in local market conditions, such as changes in the market value of real propénty vicinity of the
Project, the supply of or demand for competitive properties in such area, and the market value of the
Project in the event of sale or foreclosure; (iii) changes in interest rates and the availability of financing
moneys that may rendany refinancing or sale of the Project difficult, unattractive, or impossible; (iv)
changes in real estate tax rates and other operating expenses, governmental rules (including, without
limitation, zoning laws) and fiscal policies; and (v) natural desas{including, without limitations,
earthquakes and floods), which may result in uninsured losses.

The Bondholders will be subject to the risk that the Project will be unable to attract and retain
tenants as a result of adverse changes affecting thecPrbje local real estate market or other factors,
including the restrictions on the Project imposed under the Regulatory Agreement and the City
Regulatory Agreement. Such inability to attract and retain tenants would result in a decline in rental
incomeand may affect the ability and willingness of the Borrower to make timely payments due with
respect to the Loan Agreement. There can be no assurance that the Project will generate sufficient
revenue to cover operating expenses and meet required paymentsddu the Loan Agreement.

Residential real estate, including the Project, can be subject to adverse housing pattern changes
and uses, vandalism (resulting in extra security costs), vacancies, rent controls, rising operating costs, and
adverse changes lacal market conditions, such as a decrease in demand for residential housing due to a
decline of the local economy and a decrease in employment. Rationing or other restrictions with respect
to the availability or use of utilities could significantly edt the profitability of operating the Project.
Similarly, governmental or administrative entities may impose restrictions requiring structural alterations
of or capital improvements to residential buildings, resulting in significant additional costgeto t
Borrower that the Borrower may be unwilling or unable to finance, and which would significantly impact
the ProjectOs cash flow. If the local regulatory bodies having jurisdiction over the Project restrict or limit
rent increases imposed by the Borrowepffset increased costs, the ProjectOs cash flow may be reduced.
Any future organization of the tenants of the Project could also result in resistance against rent increases,
in the form of rent strikes, litigation or other action. If rental receifies aperating expenses (other than
debt service) are insufficient to service the debt with respect to the Loan, foreclosure and sale of the
Project is possible. Some of the risks mentioned in this subsection are more particularly described in the
following subsections.

Environmental Risks

The Borrower knows of no environmental problems or liabilities in or on the real property or on
adjacent properties which would adversely affect the value of the Project as security. Since certain
environmental problemare hidden by time, nature, or both, it is possible that there could exist soil or
other groundwater contamination on site, which at some point in time might require remediation.

In the event the Project is determined at some future time to requireidngrfenvironmental
remediation, the result could be a substantial or total loss of market value. Further, under the
Comprehensive Environmental Response, Compensation and Liability Act (OCERCLAO), the owner or
operator of property is potentially liabl®r the full amount of the costs of cleanup of hazardous
substances, and, in certain cases, secured creditors can incur liability as an operator by participating or
having the capacity to participate in the management of a facility prior to foreclosureaftan
foreclosure may have absolute liability as an owner.
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Insufficient Insurance and Sale Proceeds Relating to the Project

The Indenture requires that in the event of damage to, destruction of or a title defect relating to
the Project and the Improventerwhich the Borrower determines not to repair or replace, the Borrower
will notify the Trustee of such events and the Trustee shall promptly exercise its remedies under the Deed
of Trust and as soon as practicable, sell the real property and title ¢oglgsoperty acquired through or
in lieu of such exercise. The proceeds together with any Net Proceeds are to be used to redeem all or a pro
rata share of the Series A Bonds, as described in the Indenture, and then with any remaining funds to
redeem the @ordinate Series B Bonds on a pro rata basis and then to redeem the Subordinate Series C
Bonds. The Borrower is required to maintain casualty insurance only in the amount equal to the
replacement value of the Improvements (see the discussion under aingheDTHE LOAN
AGREEMENTO). In addition, the Borrower could violate its covenant to maintain insurance by allowing
the insurance on the Project to lapse, or an insurance company providing such insurance could become
insolvent or otherwise not honor clanon policies. In such event, if such a loss occurs, a default in
payment of the Bonds would almost certainly result and, if such loss is substantialpaynuent of all
or a portion of the Bonds could occur.

Based on current value of the Project, therrBwer expects that there would be sufficient
revenues available from the sale of the real and personal property and Net Proceeds to redeem the Series
A Bonds and the Subordinate Series B Bonds; however, if real property values decline, or the Project
camot be sold at an adequate price, the Net Proceeds may not be sufficient to redeem Series A Bonds and
the Subordinate Series B Bonds in a principal amount sufficient to reduce debt service to a level that can
be supported by the Revenues from the remaiRiogect and Improvements.

Enforceability and Bankruptcy

The remedies available upon a default are in many respects dependent upon regulatory and
judicial actions which are often subject to discretion and delay. Under existing laws and judicial
decisions,the remedies provided under the financing documents described herein may not readily be
available or may be limited. Recent revisions of the federal bankruptcy laws may have an adverse effect
on the ability of the Trustee to enforce its claim to the sgcgranted by the Deed of Trust. The
bankruptcy court may also have the power to invalidate certain provisions of the Loan Agreement and the
Deed of Trust that make bankruptcy and related proceedings by the Borrower an event of default
thereunder. Thearious legal opinions to be delivered concurrently with the delivery of the Bonds and
the aforesaid documents will be qualified to the extent that the enforceability of certain rights related to
the Bonds are subject to limitations imposed by bankrupexygeanization, insolvency or other similar
laws affecting the rights of creditors generally and by equitable remedies and proceedings generally.
Despite the relative subordinate positions of the Subordinate Series B Bonds and the Subordinate Series C
Bonds, attempted enforcement of the Subordinate Series B Bonds or the Subordinate Series C
Bondholders of the lien of the Subordinate Series B Bonds or the Subordinate Series C Bonds upon the
revenues of the Project could result in a delay of recovery bysSAarignd the Subordinate Series B
Bondholders, as applicable.

Anti-Deficiency Laws of the State of California

Section 726 of the California Code of Civil Procedure provides (among other matters) essentially
that any suit to recover a debt or to assert atlgbts secured by a trust deed on real property must be an
action to foreclose that trust deed, thus prohibiting a direct action on the debt or the exercise of other
rights by the holder of that trust deed (commonly called the Oone form of action fith&Xection has
been interpreted by the California courts to require a lender to exhaust all collateral security on a debt in a
single action and to limit a lenderOs right teo§et This section also specifies the procedures for the sale
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of the encumeéred property, the application of proceeds, the availability in certain cases of a deficiency
judgment, the limitation on the amount thereof, and other related matters.

In the event of an action in violation of the one form of action rule, it is virtaeltiain that the
benefit of the real property security would be lost. Further, in the event that an action were taken by the
Trustee with regard to funds or other security other than with regard to the application of funds pursuant
to the Indenture otheéhan the real property security prior to a OtrusteeOs saleO of the real property security
(as discussed below) it is possible that the sanctions contained in the one form of action rule would
thereby be incurred.

Sections 2924 and 2924(c) of the CalifarrCivil Code require the following of certain
procedures by the holder of a trust deed or mortgage before exercising a power of sale included under a
trust deed or mortgage, which procedures are designed to protect the rights of the borrower and certain
other persons and under certain circumstances to reinstate the obligations secured by such trust deed.
Section 2924(c) of the California Civil Code provides that whenever the maturity of an obligation secured
by a trust deed is accelerated by reason offault in the payment of interest or of any installment of
principal or other sum secured thereby, the trustor and certain other entitled persons have the right, at any
time within the period remaining with the date of recordation of the notice of defatllfive business
days prior to the date of sale set forth in the notice of default if the power of sale under such trust deed is
to be exercised or, otherwise, at any time prior to the entry of the decree of foreclosure, to cure such
default by payinghe entire amount then due (including certain reasonable costs and expenses incurred in
enforcing such obligations, but excluding any amount that would not otherwise be due but for such
acceleration) and thereby reinstate such trust deed and the obligesteamed thereby to the same effect
as if no such acceleration had occurred.

The instance of multiple security to a creditor is also subject to the one form of action rule, thus
requiring that creditor to foreclose on all security in a single actiothislforocedure is not followed, and
any part of the security is omitted in the foreclosure action, the debtor may treat the omitted security as
freed from the encumbrance once any judgment has been taken on th&dabt.y. Community Bank
(1974). Uneér the terms of the Indenture, the Trustee has been instructed to cause a foreclosure action to
be filed on the Deed of Trust in the event of default under the Deed of Trust.

California Code of Civil Procedure Section 580(d) prohibits the rendering ofdafigiency
judgment after a trusteeOs sale. Paradoxically, California Civil Procedure Section 580(a) essentially limits
the amount of a deficiency judgment after a trusteeOs sale to the difference between the appraised value o
the secured property solthd the sales price at the trusteeOs sale. Although on their face these Code
sections do not limit the TrusteeOs rights to recover a deficiency under the Note, at least with respect to
the Borrower, since the Loan is nogcourse, these Code sections ddirhit or hamper the enforcement
of certain rights of the Bondholders since the combined effect of these Code sections has been held to cut
off the subrogation rights of guarantors. Therefore, in effect, California courts have refused to enforce
guarantes where guarantors have lost their rights of subrogation through the secured partyOs conduct of a
trusteeOs sale.

Under California law, guarantees by corporate shareholders may not be given effect if the
corporation is found to be a mere instrumentalitalter ego.O0 However, the mere fact that guarantors
are shareholders, officers or directors will not be grounds for applyinglafitiency protections absent a
showing that adherence to a separate existence would promote an injustice or fraud.

Section 9501 of the Uniform Commercial Code as adopted in California is intended to facilitate

the employment of remedies permitted under the Uniform Commercial Code with regard to personal
property used as security for a debt also secured by real propertyh r&uedies would include a
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deficiency judgment after the sale of personal property security and multiple, as opposed to unitary sales
of security.

It is the opinion of leading California legal scholars that the employment of Uniform Commercial
Code Sectin 9501 is subject to a commercial reasonableness test which could impair a creditorOs right to
proceed against real property security after a sale or other action under the Uniform Commercial Code.
Therefore, prudence dictates that all collateral be sohl single sale when a debt is secured by mixed
collateral. Any other course of action, such as a sale of personal property or seizure of funds or the use of
an offset of funds, might invoke the sanctions of Civil Code Section 726.

The Deed of Trust prades for an absolute assignment of rents to the Trustee as the assignee
thereunder. Although these provisions are absolute in form, until the assignee perfects its assignment by
taking possession pursuant to the Indenture or by receivership, it maydealeénm to the rents as against
either the Borrower or a junior lien or with a similar assignment of rents clause who earlier perfected its
own lien through possession or receivership. Further, it is probable that a judgment appointing a receiver
to enfoce a rents and profits clause or the use of such proceeds to service or satisfy a debt would invoke
the sanctions of the one form of action rule.

The provisions for penalties, late charges or additional interest in the event of a default by the
Borrowerunder the Loan Documents will be subject to factual determinations required under California
law in the evaluation of late payments and liquidated damages provisions.

Forward-Looking Statements

Certain statements included or incorporated by referenceignCtfiicial Statement constitute
Oforwardlooking statementsO within the meaning of the United States Private Securities Litigation Reform
Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section
27A of the Unied States Securities Act of 1933, as amended. Such statements are generally identifiable
by the terminology used such as Oplan,0 Oexpect,0 Oestimate,O Oproject,0 ObudgetO or other similar w
Such forwardooking statements include, but are not lirdited, certain statements contained in the
information under the caption OTHE PROJHIFrojected Operating Results.O

The achievement of certain results or other expectations contained in such flowkand
statements involve known and unknown risks,astainties and other factors which may cause actual
results, performance or achievements described to be materially different from any future results,
performance or achievements expressed or implied by such felwakidg statements. The Borrower
does mwt plan to issue any updates or revisions to those foriwakdng statements if or when its
expectations, or events, conditions or circumstances on which such statements are based occur, other thar
as described under OCONTINUING DISCLOSUREO herein.

Limited Secondary Market

Prices of bond issues for which a market is being made will depend upoipréwailing
circumstances. Such prices could be substantially different from the original purchase price. No
assurance can be given that the market price ®Bibnds will not be affected by the introduction or
enactment of any future legislation (including without limitation amendments to the Internal Revenue
Code), or changes in interpretation of the Internal Revenue Code, or any action of the Internal Revenue
Service, including but not limited to the publication of proposed or final regulations, the issuance of
rulings, the selection of the Bonds for audit examination, or the course or result of any Internal Revenue
Service audit or examination of the Bondobligations that present similar tax issues as the Bonds.
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14 TAX MATTERS

In the opinion of Bond Counsel to the Authority, based on existing laws, regulations, rulings and
court decisions and assuming, among other matters, the accuracy of certain cemnsfaadicompliance
with certain covenants, interest on the Series A Bonds is excludable from gross income for federal income
tax purposes. Interest on the Series A Bonds is not a specific preference item for purposes of the federal
individual and corporatalternative minimum taxes but such interest is included in adjusted current
earnings in computing the federal alternative minimum taxes imposed on certain corporations. Interest on
the Subordinate Series B Bonds is taxable as ordinary income for fa@umvale tax purposes. Bond
Counsel is also of the opinion based on existing laws of the State of California as enacted and construed
that interest on the Series A Bonds and the Subordinate Series B Bonds is exempt from State of California
personal incomeakes. Bond Counsel expresses no opinion regarding any other tax consequences
relating to the ownership or disposition of, or the accrual or receipt of interest on, the Bonds.

The Code establishes certain requirements which must be met on a contirsigrgubaequent to
the delivery of the Series A Bonds for interest on the Series A Bonds to be excludable from gross income
for federal income tax purposes. The Authority and the Borrower have covenanted in the Indenture and
the Loan Agreement to take a#asonable steps to comply with all of the requirements of the Code so
that interest on the Series A Bonds will be excludable from gross income for federal income tax purposes.
Bond Counsel has assumed continuing compliance by the Authority and the Bowitlwéhe above
covenants and procedures in rendering their opinion with respect to the interest on the Series A Bonds
being excludable from gross income for federal income tax purposes. Failure to comply with certain tax
requirements may cause interesttbhe Series A Bonds to be included in gross income for federal income
tax purposes retroactive to the date of issuance of such bonds. To the extent that the opinions rendered by
Bond Counsel are dependent on the organization and operation of the Boaower organization
described in Section 501(c)(3) of the Code and exempt from tax under Section 501(a) of the Code, no part
of the net earnings of which inures to the benefit of any person, Bond Counsel is relying on the
representations of the Borrowerdathe opinion of the BorrowerOs counsel dated as of the date of issuance
of the Bonds. Bond CounselOs engagement with respect to the Bonds ends with the issuance of the
Bonds. Bond Counsel has not undertaken to determine (or to inform any person) ehgthetions
taken (or not taken) or events occurring (or not occurring) or any other matters coming to the attention of
Bond Counsel after the date of issuance of the Series A Bonds may adversely affect the value of, or the
tax status of interest on, tt8eries A Bonds. Accordingly, the opinion of Bond Counsel is not intended
to, and may not, be relied upon in connection with any such actions, events or matters.

Future legislative proposals, if enacted into law, clarification of the Code or court deagiségn
cause interest on the Series A Bonds to be subject directly or indirectly, to federal income taxation or
interest on Series A Bonds to be subject to or exempted from state income taxation, or otherwise prevent
bondholders from realizing the full cemt benefit of the tax status of such interest. The introduction or
enactment of any such future legislative proposals, clarification of the Code or court decisions may also
affect the market price for, or marketability of, the Series A Bonds. Prospegetichasers of the Series
A Bonds should consult their own tax advisors regarding any pending or proposed federal or state tax
legislation, regulations or litigation, as to which Bond Counsel expresses no opinion.

The opinion of Bond Counsel is based amrent legal authority, covers certain matters not
directly addressed by such authorities, and represents Bond CounselOs judgment as to the proper treatmer
of the Series A Bonds for federal income tax purposes. It is not binding on the Internal Rexsinee S
(OIRSO) or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or
assurance about the future activities of the Authority or the Borrower or about the effect of future changes
in the Code, the applicable regulations, ititerpretation thereof or the enforcement thereof by the IRS.
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Although Bond Counsel expects to render an opinion that interest on the Series A Bonds is
excludable from gross income for federal income tax purposes, the ownership or disposition of, or the
accrual or receipt of interest on, such bonds may otherwise affect a bondholderOs federal or state tax
liability. The nature and extent of these other tax consequences will depend upon a bondholderOs
particular tax status and the bondholderOs other @émsome or deduction. Bond Counsel expresses
no opinion regarding any such other tax consequences.

A form of the proposed opinion of Bond Counsel to the Authority is attached as OAPPENDIX
CN FORM OF OPINION OF BOND COUNSEL.O

15 LEGAL OPINIONS

The opinion ofGilmore & Bell, P.C., Bond Counsel to the Authority, approving the validity of
the Bonds and stating that interest on the Series A Bonds is excludable from gross income under Section
103 of the Code and that interest on the Series A Bonds and the SaboiSiaries B Bonds is exempt
from personal income taxes of the State of California, will be rendered simultaneously with the issuance
of the Bonds, in substantially the form shown in Appendix C hereto. The legal opinion is not intended to
be nor is it tobe interpreted or relied upon as a disclosure document or an express or implied
recommendation as to the investment quality of the Bonds.

Certain matters will be passed upon for the Authority by Authority Counsel, Best Best & Krieger
LLP, Los Angeles, Cé#brnia, and by Gilmore & Bell, P.C.; and for the Borrower by

Compensation for the services of Bond Counsel is contingent upon the sale and delivery of the
Bonds.

16 CONTINUING DISCLOSURE

Pursuant to a Continuing Disclosure Agreement between tnBer and Wolf & Company
Inc., acting as dissemination agent thereunder (the ODisclosure AgreementO), the Borrower, as an
Oobligated personO under paragraph (f)(10) of SEC Rulel25t2e ORuleO), has agreed to provide, or
cause to be provided, its atetl financial statements by transmitting such filing to the Municipal
Securities Rulemaking Board pursuant to its Electronic Municipal Market Access (OEMMAOQ) system as
provided at http:/www.emma.msrb.org. In addition, the Borrower has agreed to pavidejse to be
provided, to EMMA in a timely manner notice of the following OListed EventsO: (1) principal and interest
payment delinquencies; (2) ng@ayment related defaults, if material, (3) modifications to rights of
Owners of Bonds, if material; (4)dBd calls, if material and tender offers; (5) defeasances; (6) rating
changes; (7) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form-BE®) or othermaterial events
adversely affecting the teexempt status of the Bonds; (8) unscheduled draws on the Debt Service
Reserve Fund reflecting financial difficulties; (9) unscheduled draws on credit enhancements reflecting
financial difficulties; (10) substitign of credit or liquidity providers, or their failure to perform; (11)
release, substitution or sale of property securing repayment of the Bonds, if material; (12) bankruptcy,
insolvency, receivership or similar event of the Borrower; (13) consummatiamafrger, consolidation
or acquisition involving the Borrower or the sale of all or substantially all of the assets of the Borrower,
other than in the ordinary course of business, the entry into a definitive agreement to undertake such an
action or the tamination of a definitive agreement relating to any such actions, other than pursuant to its
terms, if material; (14) appointment of a successor or additional trustee or the change of name of a trustee,
if material; (15) incurrence of a Financial Obligati¢as defined in the Disclosure Agreement) of the
Borrower, if material, or agreement to covenants, events of default, remedies, priority rights, or other
similar terms of a Financial Obligation of the Borrower, any of which affect security holderseifiahat
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and (16) default, event of acceleration, termination event, modification of terms, or other similar event
under the terms of a Financial Obligation of the Borrower, any of which reflect financial difficulties..
These covenants have been made iriotdl assist the Underwriter in complying with paragraph (b)(5) of
the Rule.

The Borrower may amend the Disclosure Agreement, and waive any provision thereof, by written
agreement of the parties, subject to the provisions of Section 8 of the Disclosasmégt. In addition,
the BorrowerOs obligations under the Disclosure Agreement will terminate upon the defeasance or
payment in full of all of the Bonds. The provisions of the Disclosure Agreement are intended to be for
the benefit of the Owners of theoBds and are enforceable by the Trustee on behalf of the Owners,
provided that any enforcement action by any such person shall be limited to a right to obtain specific
enforcement of the BorrowerOs obligations under the Disclosure Agreement and anybyailbiee
Borrower to comply with the provisions thereof shall not be an event of default under the Indenture or the
Loan Agreement. The form of the Disclosure Agreement is attached hereto as Appendix E.

17 LITIGATION
The Authority

To the knowledge of th&uthority, there is not now pending or threatened any proceeding or
litigation against the Authority seeking to restrain or enjoin the issuance or delivery of the Bonds or
questioning or affecting the validity of the Bonds or the proceedings and autlndity which they are
to be issued. Neither the creation, organization nor the existence of the Authority is being contested.

The Borrower

To the knowledge of the Borrower, there is not now pending or threatened any proceeding or
litigation against the Boower affecting the ability of the Borrower to enter into or deliver the Loan
Agreement, the Note, the Deed of Trust or the Regulatory Agreement, or contesting the existence or
powers of the Borrower with respect to the transactions described in thim(Btatement.

18 RATINGS

Standard & PoorOs Ratings Services, a division of The McGraw Hill Companies, Inc. (OS&PO)
has assigned its municipal bond rating of O O to the Series A Bonds. Such rating reflects only the
views of the rating agency and an expiton of the significance of such rating and any rating of the
AgencyOs outstanding obligations may be obtained from Standard & PoorOs Ratings Group, 55 Water
Street, New York, New York 10040003.

There is no assurance that such rating will continuargrgiven period or that they will not be
revised downward or withdrawn entirely by S&P, if in their judgment, circumstances so warrant. The
Agency and the Fiscal Agent undertake no responsibility either to notify the owners of the Series A
Bonds of any evision or withdrawal of the rating or to oppose any such revision or withdrawal. Any
such downward revision or withdrawal of such rating may have an adverse effect on the market price of
the Series A Bonds.

The Subordinate Series B Bonds have not betea ra
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19 UNDERWRITING

The Series A Bonds are to be purchased by Newcomb Williams Financial Group, Securities
offered through Stinson Securities, LLC (the OUnderwriterQ) less an UnderwriterOs discount of
$ , and the Subordinate Series B Bonds are fjoutphased by the Underwriter less an
UnderwriterOs discount of $ . The purchase agreement pursuant to which the Series A Bonds
and the Subordinate Series B Bonds are being purchased provides that the Underwriter will purchase all
of the Series A Bnds and the Subordinate Series B Bonds if any are purchased, the obligation to make
such purchase being subject to certain terms and conditions set forth in the purchase agreement, to the
approval of certain legal matters by counsel and to certain athditions.

The Underwriter may offer and sell Series A Bonds and Subordinate Series B Bonds to certain

dealers, banks and others at a price lower than the offering price stated on the cover page hereof. The
offering prices may be changed from time to tioyethe Underwriter.
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20 MISCELLANEOUS

All of the summaries of the Indenture and other agreements and documents contained herein are
made subject to the provisions of such documents respectively and do not purport to be complete
statements of any or all sugihovisions. Reference is hereby made to such documents on file with the
Authority for further information in connection therewith.

Any statements made in the Official Statement involving matters of opiniestionates, whether
or not expressly stated, are set forth as such and not as representations of fact, and no representation is
made that any of the estimates will be realized.

The preparation and distribution of this Official Statement have been authbgizbe Authority.

INDEPENDENT CITIES FINANCE AUTHORITY

Executive Director
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APPENDIX A
DEFINITIONS

The following are definitions of certain terms contained in the Indenture, the Loan Agreement
and theRegulatory Agreement and used in this Official Statement.

OAccountO shall mean an Account created and established by the Indenture.

OAccountantOs CertificateO shall mean a certificate or opinion signed by an independent certified
public accountant of recoiged national standing or a firm of accountants of recognized national
standing, selected by the Authority upon consultation with the Borrower, who may be the accountant or
firm of accountants who regularly audit the books of the Authority.

OActO shall e Chapter 8 of Part 5 of Division 31 of the Health and Safety Code of the State of
California (commencing with Section 52100), as amended and supplemented from time to time.

OAdjusted IncomeO shall mean the anticipated total annual income of the ifsividiaanily
who intend to occupy a Space, determined in a manner consistent with determinations of lower income
families by the Secretary of Housing and Urban Development under Section 8 of the United States
Housing Act of 1937, as amended (or, if suchgoam is terminated, under such program as in effect
immediately before such termination). Subsection (g) and (h) of the Code section 7872 shall not apply in
determining income under the Regulatory Agreement.

OAdministration AgreementO shall mean the Atnation and Oversight Agreement, dated as
of , among the Authority, the Borrower and the Oversight Agent.

OAdministration FundO shall mean the Administration Fund created and established pursuant to
the Indenture.

OArea® The RiversideSan BenardineOntario, CA Metropolitan Statistical Area or such other
area as may be designated by HUD in which the Project is located.

OArea Median IncomeO or OAMIO means the area median income for Alameda County,
California, adjusted for household size, asedeined from time to time by the U.S. Department of
Housing and Urban Development (OHUDO) pursuant to the United States Housing Act of 1937 as
amended, or such other method of median income calculation applicable to the City of Union City that
HUD may herafter adopt in connection with such Act.

OAuthority Annual FeeO shall mean an amount equal to 1/8 of one percent of the outstanding
principal amount of the Series A Bonds payable to the Authority 1/12 of such amount monthly, on the
15" day of each monttrom the General Account of the Administration Fund or as otherwise provided in
the Indenture, commencing , 20__ plus an annual amount to pay the costs of the Authority audit
report with respect to the Bonds, which is expected to be approximately $ per year, such
amount to be billed by the Authority to the Borrower and to be paid by the Borrower promptly upon
receipt of such invoice and ending with the end of the term of the Regulatory Agreement.

OAuthorized DenominationsO shall mean, veiipect to the Series A Bonds and the Subordinate
Series B Bonds, $5,000 or any integral multiple thereof.
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OAuthorized OfficerO shall mean the Executive Director of the Authority or any person
designated in writing by the Executive Director of the Authdigtact as an Authorized Officer under the
Indenture.

OBondO or OBondsO shall mean any bond or bonds including the Series A Bonds, the Subordinate
Series B Bonds and the Subordinate Series C Bonds, authorized and issued pursuant to the Indenture.

OBond ConselO shall mean (i) Gilmore & Bell, P.C., or (ii) any nationally recognized law firm
specializing in the area of tax exempt municipal finance acceptable to the Authority.

OBondownerO or OOwnerO or OOwner of BondsO or OHolderO or OBondholderOraeamy simila
(when used with respect to Bonds) shall mean the registered owner of any Outstanding Bond or Bonds.

Bond RegisterO shall mean the registration books of the Trustee with respect to the Bonds.

OBond YearO shall mean a twelve month period ending on 15, except that the first Bond
Year shall begin on the date on which the Bonds are initially delivered and end on the next succeeding
15.

OBorrowerO shall mean American Dream Affordable Housing, Inc., a California nonprofit public
benefitcorporation, and permitted successors and assigns.

OBorrower Administration FeeO shall mean an amount equal to $ per month, such
amount to be increased at the start of BorrowerOs fiscal year, commencing July 1, 20__, to reflect 100% of
any increasén the Consumer Price Index All Urban Consumers for the California CMSA in which the
Project is located (base year 19B284=100), published by the United States Department of Labor,
Bureau of Labor Statistics (OBLSO). If the base is changed, the CBhalbde converted according to
the conversion factor provided by the BLS.

OBorrower RepresentativeO shall mean the person or persons at the time designated by the
Borrower to act on the behalf of the Borrower by written certificate furnished to theightekgent, the
Authority and the Trustee containing the specimen signatures of such person or persons and signed by the
Borrower Representative. Such certificate may designate an alternate or alternates.

OBusiness DayO shall mean a day, other than ra&at8unday, legal holiday or day on which
the New York Stock Exchange is closed, on which banking institutions are not closed in the State of
California, or in any state in which the Designated Office of the Trustee is located.

OCityO shall mean the GitiySan Bernardino, California.

OClosing DateO shall mean , 2019, being the date when the Bonds were delivered to the
Underwriter and the seller of the Project, as applicable.

OCodeO shall mean the Internal Revenue Code of 1986, as amendedieandatiens in effect
thereunder.

OContinuing Disclosure AgreementO shall mean that certain Continuing Disclosure Agreement

between the Borrower and the Dissemination Agent named therein dated as of the Closing Date as
originally executed and as it may @amended from time to time in accordance with the terms thereof.
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OCost of IssuanceO shall mean items of expense payable or reimbursable directly or indirectly by
the Authority and related to the authorization, issuance and sale of Bonds, which expeh#ed )|
but not be limited to, printing costs, costs of reproducing documents, filing and recording fees, initial fees
and charges of the Trustee and other Fiduciaries, legal fees and disbursements, professional consultants
fees and disbursements, remngements to the Authority and its agents for administrative, travel and
overhead expenses, bond discount, underwriting fees and other financing costs (if not otherwise provided
for), fees and charges for execution, transportation and safekeeping ofd&whd other costs, charges,
fees and expenses in connection with the foregoing.

OCost of Issuance FundO shall mean the Cost of Issuance Fund established pursuant to the
Indenture.

OCost of ProjectO shall mean, to the extent authorized by the Codegutsidtes and the Act,
any and all costs incurred by the Borrower with respect to the acquisition and rehabilitation of the Project,
including, without limitation, costs for the acquisition, repair and rehabilitation of property and all costs
of financing,including, without limitation, the cost of consultant, accounting and legal services, other
expenses necessary or incident to determining the feasibility of the Project, contractorsO and developers(
overhead and supervisorsO fees and costs directlybégdlotwa the Project, administrative and other
expenses necessary or incident to the Project and the financing thereof.

OCoverage RatioO shall mean, for any period of time, (i) with respect to the Series A Bonds, the
ratio derived by dividing the sum of thiéet Operating Revenues received by the Borrower plus the
earnings accruing to the Series A Bonds Debt Service Reserve Fund and the Subordinate Series B Bonds
Debt Service Reserve Fund by the annual debt service payable on the Series A Bonds in théeapplicab
fiscal year; (ii) with respect to the Subordinate Series B Bonds, the ratio derived by dividing the sum of
Net Operating Revenues received by the Borrower plus the earnings accruing to the Series A Bonds Debt
Service Reserve Fund and the SubordinateeS& Bonds Debt Service Reserve Fund by the annual debt
services payable on the Series A Bonds and the Subordinate Series B Bonds in the applicable fiscal year;
and (iii) with respect to the Series C Bonds, the ratio derived by dividing the Net Opdatisgues
received by the Borrower plus the earnings accruing to the Series A Bonds Debt Service Reserve Fund
and the Subordinate Series B Bonds Debt Service Reserve Fund, by the annual debt service payable on
the Series A Bonds, the Subordinate Series BdB@and the Subordinate Series C Bonds plus the fees of
the Trustee and the fees of the Oversight Agent in the applicable fiscal year.

OCoverage Requirement CertificateO shall mean the certificate filed by the Borrower as required
by the Loan Agreement.

O®unselOs OpinionO shall mean an opinion signed by an attorney or firm of attorneys acceptable
to the Authority. Any such attorney may be in the regular employment of the Authority.

ODebt Service RequirementO shall mean, as of any date of calculaticespaéitt to the Bonds,
the sum of (i) all interest due or to become due on such date on all Outstanding Series A Bonds,
Subordinate Series B Bonds and Subordinate Series C Bonds plus (ii) all Principal Installments due or to
become due on such date on alut€anding Series A Bonds, Subordinate Series B Bonds and
Subordinate Series C Bonds or, if no Principal Installment is due and payable on such date on any
Outstanding Series A Bonds, Subordinate Series B Bonds and Subordinate Series C Bemal§,obne
the Principal Installments, if any, due and payable on all Outstanding Series A Bonds, Subordinate Series
B Bonds and Subordinate Series C Bonds on the next succeeding Interest Payment Date.
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ODeed of TrustO shall mean the Deed of Trust with Absolute AssigomlLeases and Rents,
Security Agreement and Fixture Filing, executed as of , by the Borrower, which secures the
BorrowerOs obligation to repay the Loan and constitutes a lien on real property.

ODepositoryO shall mean (a) initially, DTC, andafy other Securities Depository acting as
Depository under the Indenture.

ODepository System ParticipantO shall mean any participant in the DepositoryOs book entry
system.

ODesignated OfficeO shall mean with respect to the Trustee, its corporatefibeish dfos
Angeles, California, or such other office hereafter so designated by the Trustee.

ODTCO shall mean The Depository Trust Company, New York, New York, and its successors and
assigns.

OEvent of DefaultO shall mean a Series A Bonds Event of Def@ubordinate Series B Bonds
Event of Default or a Subordinate Series C Bonds Event of Default, as set forth in the Indenture.

OFees and ChargesO shall mean all fees and charges authorized to be received by the Authority
from the Borrower pursuant to tierms and provisions of the Loan Agreement for the purpose of paying
the Authority Annual Fee and the fees and expense of the Fiduciaries.

OFiduciaryO shall mean the Trustee, each Paying Agent, the Rebate Analyst and the Oversight
Agent.

OFiscal YearO @fiscal yearO shall mean (a) with respect to the Authority, each twelve month
period ending June 30 or such other fiscal year of the Authority which may be adopted and (b) with
respect to the Borrower, each twelve month period ending June 30 or sucHisghkeyear of the
Borrower which may be adopted.

OFunctionally Related and SubordinateO shall mean facilities for use exclusively by tenants, for
example, swimming pools, other recreational facilities, parking areas and other facilities which are
reasonaly required for the Project, for example, heating and cooling equipment, trash disposal equipment
and units for resident managers or maintenance personnel; provided that the same are of a character anc
size commensurate with the character and size of thged® and, as to size, does not exceed that
necessary to service the requirements of the residents of the Project.

OFundO shall mean a fund created and established by the Indenture.

OGenerally Accepted Accounting PrinciplesO or OGAAPO shall mean tine aodfounting and
reporting procedures set forth in publications of the American Institute of Certified Public Accountants or
its successor and the Governmental Accounting Standards Board or its successor, or by any other
generally accepted authority oncbuprocedures, and includes, as applicable, the standards set forth by the
Financial Accounting Standards Board or its successor.

OGovernment ObligationsO shall mean bonds or other obligations which as to principal and

interest constitute direct obligatisnof the United States of America and which are not subject to
redemption prior to their maturity at the option of any person other than the holder thereof.
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OlmprovementsO shall mean, as of the Closing Date or at any time thereafter, any structures (other
than mobile homes not owned by the Borrower), site improvements, facilities and fixtures located on the
Property.

Olncome CertificationO shall mean the Income Computation and Certification attached to the
Regulatory Agreement.

OlndentureO shall mean théenture of Trust as from time to time amended or supplemented by
Supplemental Indentures in accordance with the terms and provisions of the Indenture.

Olnterest Payment DateO shall mean 15 and 15 of each year, commencing
15,20 .

OLoanO shall mean the loan made by the Authority, pursuant to the Loan Agreement, to the
Borrower to finance the Project.

OLoan AgreementO shall mean the Loan Agreement dated as of , by and among the
Borrower, the Authority and the Trustee.

OLoarDocumentsO shall mean the Loan Agreement, the Note and the Deed of Trust, as each item
may be amended and supplemented from time to time.

OLow Income Residents@ndividuals or families whose Adjusted Income does not exceed the
qualifying limits for lowincome families (currently 80% or less of the Median Income for the Area),
adjusted for actual household size, as established and amended from time to time pursuant to Section 8
for the United States Housing Act of 1937, and as published by the Statdifofn@aDepartment of
Housing and Community Development. If all occupants of a Space are or will be full time students
during five calendar months of the calendar year at an educational institution (other than a
correspondence school) with regular fagudnd students, such occupants shall not be considered to be
Low Income Residents unless all such students are either (i) married and eligible to file a joint federal
income tax return or (ii) single parents and their children and such parents and childremt
dependents of another individual or (ii) receiving assistance under Title IV of the Social Security Act
(including AFDC/TANF ) or the Job Training Partnership Act or under similar Federal, State, or local
laws, or were previously under the carel gaglacement responsibility of the State agency responsible for
administering a plan under Part B or part E of Title IV of the Social Security Act (foster care assistance).
For purposes of determining Low Income Residents the combined Adjusted Incomeauiugtnts of a
Space, whether or not legally related, shall be utilized.

OLow Income Spaces®he spaces in the Project occupied by Low Income Residents pursuant to
the Regulatory Agreement

OMaximum Annual Debt ServiceO shall mean at any point in titerespect to the applicable
Series A Bonds, Subordinate Series B Bonds or Subordinate Series C Bonds then Outstanding, the
maximum amount of principal (assuming sinking fund payments) and interest becoming due in the then
current or any future Bond Yean such Series A Bonds, Subordinate Series B Bonds or Subordinate
Series C Bonds, respectively.

OMedian Income for the AreaO shall mean as of any date, the median gross income for the Area as
most recently determined by the Secretary of Housing and Ureael@ment under Section 8 of the
United States Housing Act of 1937, as amended (or if such program is terminated, under such program as
in effect immediately before such termination). Except for any HUD Hold Harmless Impacted Project, as

A-93



defined in Codesection 142(d)(2)(E)(iv), any determination of Median Income for the Area with respect

to the Project for any calendar year after 2008 shall not be less than the Median Income for the Area
determined with respect to the Project for the calendar year jmgcined calendar year for which such
determination is made. Special rules for determining the Median Income for the Area for calendar years
after 2008 for HUD Hold Harmless Impacted Projects are set forth in Code section 142(d)(2)(E)(iv).

Omembers of thauthorityO shall mean members and associate members of the Authority.

ONet Operating RevenuesO shall mean Operating Revenues, less the Operation and Maintenance
Costs during such fiscal year or period.

ONet ProceedsO shall mean any proceeds resultingh&ohuthorityOs enforcement of its rights
under the Deed of Trust, insurance or condemnation proceeds paid with respect to the Project which are
available after payment therefrom of all expenses incurred in the collection thereof.

ONoteO shall mean the missory note executed by the Borrower in accordance with the Loan
Agreement.

OOfficerOs CertificateO shall mean a certificate executed by an Authorized Officer.

OOperating RevenuesO shall mean, for any fiscal year or other period, all rents, incorte, receip
and other revenues derived by the Borrower arising from the operation of the Project, including rental
income from mobile home spaces and rental assistance provided to project tenants, determined in
accordance with Generally Accepted Accounting Prirapinterest earnings in funds held by the Trustee
and all other money howsoever derived by the Borrower from the operation of the Project or arising from
the Project, but not including resident security deposits.

OOperation and Maintenance CostsO meamany fiscal year or other period, the reasonable and
necessary costs and expenses of operating the common areas of the Project and of managing and repairing
and other expenses necessary to maintain and preserve the common areas of the Project iaigood rep
and working order, calculated in accordance with Generally Accepted Accounting Principles, including
but not limited to (a) utility services supplied to the common areas of the Project, which may include,
without limitation, janitor service, securitpower, gas, telephone, light, heating, water and all other
utility services, (b) compensation to the management agent, salaries and wages of employees, payments to
employee retirement systems, fees of auditors, accountants, attorneys or engineers sits) tdethee
Repair and Replacement Fund pursuant to the Indenture, and (d) all other reasonable and necessary cost:
of the Borrower or charges required to be paid by it related to the operation and maintenance of the
common areas of the Project, includitgy not limited to, costs of insurance and property taxes, if any,
but excluding in all cases (i) depreciation, replacement and obsolescence charges or reserves therefor, (ii)
amortization of intangibles or other bookkeeping entries of a similar naiijrep$ts of capital additions,
replacements, betterments, extensions or improvements to the common areas of the Project, which under
Generally Accepted Accounting Principles are chargeable to a capital account or to a reserve for
depreciation, (iv) detgervice on the Loan, (v) the amount deposited in the Administration Fund, and (vi)
expenses paid from the Repair and Replacement Fund, Surplus Fund or other Project reserves.

OOutstanding® when used with reference to an applicable series of Bonds,ashadisnoé any
date, Bonds of such series theretofore or then being delivered under the provisions of the Indenture,
except: (i) any Bonds of such series cancelled by the Trustee or any Paying Agent at or prior to such date,
(i) Bonds of such series foreéhpayment or redemption of which moneys equal to the Principal Amount
or Redemption Price thereof, as the case may be, with interest to the date of maturity or redemption date,
shall be held by the Trustee or the Paying Agent in trust (whether at otgtive date of maturity or
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redemption date), provided that if such Bonds are to be redeemed, notice of such redemption shall have
been given as in the Indenture provided or provision satisfactory to the Trustee shall have been made for
the giving of such otice, (iii) Bonds of such series in lieu of or in substitution for which other Bonds
shall have been delivered pursuant to the Indenture, and (iv) Bonds deemed to have been paid as provided
in the Indenture.

OOversight AgentO shall mean Wolf & Compiaiay, and any successor thereto appointed by the
Authority, which entity shall act as the initial Oversight Agent under the Administration Agreement.

OOversight Agent FeeO shall mean an amount equal to $ per year.

OParticipantsO shall mean those ro&elers, banks and other financial institutions from time to
time for which DTC holds Bonds as securities depository.

OParticipating UnderwriterO shall have the meaning ascribed thereto in the Continuing Disclosure
Agreement.

OPaying AgentO shall meae Tirustee, acting as paying agent, or any other bank, trust company
or national banking association designated or appointed pursuant to the Indenture to act as a paying agent
for the Bonds, and each successor or successors and any other bank, trust compsiogal banking
association at any time substituted in its place pursuant to the Indenture.

OPermitted EncumbrancesO shall mean, as of any particular time: (i) liens for general ad valorem
taxes and assessments, if any, not then delinquent; (iRebalatory Agreement; (iii) the Deed of Trust;
(iv) any right or claim of any mechanic, laborer, materialman, supplier or vendor filed or perfected in the
manner prescribed by law after the Closing Date; (v) easements, rights of way, mineral rightg, drilli
rights and other rights, reservations, covenants, conditions or restrictions which exist of record as of the
Closing Date and which, in the opinion of the Oversight Agent, will not materially impair the use of the
Project as contemplated in the Regulptdgreement; and (vi) easements, rights of way, mineral rights,
drilling rights and other rights, reservations, covenants, conditions or restrictions established following
the date of recordation of the Deed of Trust and to which the Authority and tsted consent in writing.

OPledged RevenuesO shall mean the Revenues but excluding therefrom, amounts on deposit in the
Unrestricted Account of the Repair and Replacement Fund, the Administration Fund and the Rebate
Fund.

OPrepaymentO shall mean any moneysived or recovered by the Authority representing any
voluntary payment of principal of or interest (including any penalty, fee, premium, or other additional
charge for Prepayment which may be provided by the terms of the Deed of Trust) on the Loantipeior
scheduled payments of principal and interest called for by such Loan.

OPrincipal AmountO shall mean, with respect to any Bond and at any date of computation, the
stated principal amount thereof.

OPrincipal InstallmentO shall mean, as of any dateroputation, the amount payable in any
Bond Year on account of: (i) the Principal Amount of Bonds of a particular series maturing in such Bond
Year net of the aggregate of Sinking Fund Installments, if any, established and paid for in the prior Bond
Yearswith respect to the Bonds of such series; plus (ii) the amount of any Sinking Fund Installments due
in such Bond Year with respect to Bonds of such series.
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OPrincipal Payment DateO shall mean 15 and 15 in each year, commencing
152015 for the Series A Bonds and 15, 20__ for the Subordinate Series B Bonds.

OProjectO shall consist of the Property, the Improvements and-tareetynobile homes located
on the Property.

OProject FundO shall mean the Project Fund establishedamurto the Indenture and
administered under and pursuant to the Loan Agreement.

OPropertyO shall mean the real property commonly known as the Royal York Estates mobile
home park located in the City of San Bernardino, California, all as more particdéstyibed in the
Regulatory Agreement.

OQualified InvestmentsO shall mean and include any of the following (including any funds
comprised of the following, which may be funds maintained or managed by the Trustee and its affiliates):

(a) Cash deposits (insureat all times by the Federal Deposit Insurance Corporation or
otherwise collateralized with obligations described in the next paragraph).

(b) Direct obligations of (including obligations issued or held in book entry form on the
books of the Department of Treaguthe United States of America. In the event these securities are used
for defeasance, they shall be noncallable and nonprepayable.

(© Obligations of the following federal agencies so long as such obligations are backed by
the full faith and credit of thelnited States of America:

(@ Resolution Funding Corporation.

(i) U.S. Department of Housing and Urban Development (PHAS).
(i) Small Business Administration.

(iv) Government National Mortgage Association (GNMA).

(v) Federal Housing Administration.

(vi) Farm Credit System Financiaksistance Corporation.

(d) Direct obligations of any of the following federal agencies which obligations are not fully
guaranteed by the full faith and credit of the United States of America:

0] Senior debt obligations rated in the highest loergn rating categry by at least
two nationally recognized rating agencies issued by the Federal National Mortgage Association
(FNMA) or Federal Home Loan Mortgage Corporation (FHLMC).

(ii) Senior debt obligations of the Federal Home Loan Bank System.

(iii) Senior debt obligations @ther Government Sponsored Agencies.
(e) U.S. dollar denominated deposit accounts, certificates of deposit, time deposits, federal

funds and bankersO acceptances with domestic commercial banks which either (i) have a rating on their
shortterm certificates ofleposit on the date of purchase in the highest-4@ort or correlating longerm
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rating category of at least two nationally recognized rating agencies, (ii) are insured at all times by the
Federal Deposit Insurance Corporation, or (iii) are collatexdlizy investments described in clause (b)
above. (Ratings on holding companies are not considered as the rating of the bank).

0] Commercial paper which is rated at the time of purchase in the highesteshoror
correlating longterm rating category of deast two nationally recognized rating agencies and which
matures not more than 270 days after the date of purchase.

(9) Investments in (i) money market funds rated in the highest rating category of at least one
nationally recognized rating agencies (includamy such funds for which the Trustee or an affiliate may
be acting as an investment advisor or providing other services but excluding such funds with a floating
net asset value) and (ii) public sector investment pools operated pursuant to SEC Rulet#iafi the
issuerOs deposit shall not exceed 5% of the aggregate pool balance at any time and such pool is rated ir
one of the two highest rating categories of at least two nationally recognized rating agencies.

(h) Prerefunded municipal obligations definedfaltows: Any bonds or other obligations of
any state of the United States of America or of any agency, instrumentality or local governmental unit of
any such state which are not callable at the option of the obligor prior to maturity or as to which
irrevocable instructions have been given by the obligor to call on the date specified in the notice; and,

(@ which are rated, based on an irrevocable escrow account or fund (the OescrowO),
in the highest longerm rating category of at least two nationally recoghizging agencies; or

(ii) which are fully secured as to principal and interest and redemption
premium, if any, by an escrow consisting only of cash or direct obligations of the United States of
America, which escrow may be applied only to the payment of guicbipal of and interest and
redemption premium, if any, on such bonds or other obligations on the maturity date or dates
thereof or the specified redemption date or dates pursuant to such irrevocable instructions, as
appropriate, and

(A) which escrow is suitient, as verified by a nationally recognized
independent certified public accountant, to pay principal of and interest and redemption
premium, if any, on the bonds or other obligations described in this paragraph on the
maturity date or dates specified the irrevocable instructions referred to above, as
appropriate; and

(i) which escrow is held by an escrow agent or trustee.

0] General obligations of states with a sh@rm rating in one of the two highest rating
categories and a lorigrm rating in one ofhe two highest rating categories of at least two nationally
recognized rating agencies. In the event such obligations are variable rate obligations, the interest rate on
such obligations must be reset not less frequently than annually.

)] Investment agreemé&n with a domestic or foreign bank or corporation or insurance
company.

(k) Repurchase agreements with financial institutions, banks or broker dealers; provided, that
(a) the overcollateralization is at least one hundred two percent (102%), computed wemidisting of
such securities as described in this section, items (a) through (d); (b)-paftirccustodian, the Trustee
or the Federal Reserve Bank shall have possession of such obligations; (c) the Trustee shall have
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perfected a first priority securitinterest in such obligations; and (d) failure to maintain the requisite
collateral percentage will require the Trustee to liquidate the collateral.

0] Forward delivery or forward purchase agreements, provided by financial institutions,
banks or broker deakgrwith underlying securities of the types outlined in (a), (b), (c), (d) and (f) above.

OQualified Project PeriodO shall mean the period beginning on the later of (i) the Closing Date of
the Bonds or (ii) the first date on which at least 10% of all efSpaces in the Project are first occupied
and ending on the latest of (w) the date which is 15 years after the later of the Closing Date of the Bonds
or the date on which at least 50% of the Spaces in the Project are first occupied, (x) the first ki@ on w
no taxexempt private activity bond issued with respect to the Project is outstanding, (y) the date on
which any assistance provided with respect to the Project under Section 8 of the United States Housing
Act of 1937 terminates, or (z) the date whisIb5 years after the Closing Date; provided such period is
subject to extension in accordance with the Regulatory Agreement.

OQualified ResidentsOmeans Very Low Income Residents or Low Income Residents, as
applicable.

OQualified Space@ Very Low Ircome Space or a Low Income Space, as applicable.

ORating AgenciesO shall mean any of Fitch, Inc., Standard & PoorOs Ratings Services, a division
of McGraw Hill Companies, Inc. or MoodyOs Investors Service, Inc., and such others as may be
designated by thauthority from time to time.

ORebatable ArbitrageO shall mean the amount (determinable as of the last day of each fifth Bond
Year and upon retirement of the last Bond Outstanding) of arbitrage profits payable to the United States at
all times and in thamounts specified in Section 148(f) of the Code and any applicable Regulations.

ORebate AnalystO shall mean the entity engaged by the Borrower or the Authority to compute the
Rebatable Arbitrage annually pursuant to the Indenture.

ORebate FundO shall mé@nRebate Fund created and established by the Indenture.

ORebate RegulationsO shall mean those final, temporary, and proposed Treasury Regulations
promulgated under Section 148(f) of the Code.

ORecord DateO shall mean the first (1st) day (whether orButimess Day) of the calendar
month in which an Interest Payment Date occurs.

ORedemption PriceO shall have the meaning attributable to such term in the Indenture.

ORegulationsO shall mean the Income Tax Regulations promulgated or proposed under the Code
by the Department of the Treasury, as the same may hereafter be amended, including regulations
promulgated by the Department of the Treasury to implement the requirements of Section 148 of the
Code.

ORegulatory AgreementO shall mean the Regulatory AgreamrDeclaration of Restrictive
Covenants, dated as of , by and among the Authority, the Trustee and the Borrower.

ORepair and Replacement FundO shall mean the Repair and Replacement Fund established
pursuant to the Indenture.
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ORequired Rebate pasitO shall mean an amount determinable as of the end of each fifth Bond
Year and as of the date of retirement of the last Bond, which when added to amounts then on deposit in
the Rebate Fund, if any, equals the aggregate amount of Rebatable Arbitrdige Bwnds less the
amount of Rebatable Arbitrage theretofore paid to the United States with respect to the Bonds, if any.

ORestricted Account of the Repair and Replacement FundO shall mean the Restricted Account
established within the Repair and Replacetitaind pursuant to the Indenture.

ORevenue FundO shall mean the Revenue Fund created and established by the Indenture.

ORevenuesO shall mean (i) Operating Revenues; (i) Prepayments; (iii) the proceeds of any
insurance, including the proceeds of any selurance covering the loss relating to the Project; provided,
however, that the Net Proceeds of any public liability insurance, casualty insurance or title insurance
required to be maintained pursuant to the Loan Agreement shall be applied as specdtied.oan
Agreement and the Indenture; (iv) all amounts on hand from time to time in the funds and accounts
established by the Trustee under the Indenture; (v) all proceeds of rental interruption insurance policies, if
any, carried with respect to thedigct pursuant to the Loan Agreement; (vi) any proceeds derived from
the exercise of remedies under the Deed of Trust; and (vii) any additional property that may from time to
time, by delivery or by writing of any kind, be subjected to the lien of thentude by the Authority or
by anyone on its behalf, subject only to the provisions of the Indenture.

0S&PO shall mean S&P Global Ratings, a division of McGli#fWompanies, Inc.

OSecurities DepositoriesO shall mean The Depository Trust Company, 711 Siemae,
Garden City, New York 11530, Fax (516) 227 4039 or 4190; and, in accordance with then current
guidelines of the Securities and Exchange Commission, such other addresses and/or such other securities
depositories as the Authority may designate written request of the Authority delivered to the Trustee.

OSerial BondsO shall mean all Bonds not constituting Term Bonds.

OSeries A BondsO shall mean the Independent Cities Finance Authority Mobile Home Park
Revenue Bonds (Royal York Estates) Series92Q1loriginally issued in the principal amount of
$

OSeries A Bonds Debt Service FundO shall mean the Series A Bonds Debt Service Fund created
and established by the Indenture.

OSeries A Bonds Debt Service Reserve FundO shall mean the SeriesisADBbt Service
Reserve Fund created and established by the Indenture.

OSeries A Bonds Debt Service Reserve Fund RequirementO shall mean, as of any date of
determination, an amount equal to the least of: (a) Maximum Annual Debt Service with respect to the
Series A Bonds, (b) ten percent (10%) of the initial principal amount of the Series A Bonds, or (c) one
hundred twenty five percent (125%) of the average annual debt service on the Series A Bonds in each
remaining Bond Year. As of the Closing Date, theri€& A Bonds Debt Service Reserve Fund
Requirement is $

OSeries A Bonds Event of DefaultO shall have the meaning set forth in the Indenture.

OSeries A Bonds Redemption FundO shall mean the Series A Bonds Redemption Fund created
and establishedy the Indenture.
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OSeries A Bonds Trust EstateO shall mean all proceeds, Funds, Accounts, Revenues,
Prepayments, the Loan, the Loan Agreement (other than the rights of the Authority under the Indenture,
which are reserved by the Authority as set forthhi@ Indenture), the Deed of Trust, rights, interests,
collections, and other property pledged to the payment of any Series A Bonds pursuant to the Indenture
and in the granting clauses thereof.

OSinking Fund InstallmentO shall mean the amount requirecapiplied by the Authority to the
payment of the principal portion of the Redemption Price of Term Bonds (other than at the option or
election of the Authority) on any one date as specified in the Indenture.

OSpaceO shall mean a mobile home space withRrdfext upon which a mobile home may be
placed.

OStateO shall mean the State of California.

OSubordinate Series B BondsO shall mean the Independent Cities Finance Authority Mobile
Home Park Subordinate Revenue Bonds (Royal York Estates) Series 2019Bal(ize@iaxable),
originally issued in the principal amount of $ .

OSubordinate Series B Bonds Debt Service FundO shall mean the Subordinate Series B Bonds
Debt Service Fund created and established by the Indenture.

OSubordinate Series B Bonds EwafridefaultO shall have the meaning set forth in the Indenture.

OSubordinate Series B Bonds Redemption FundO shall mean the Subordinate Series B Bonds
Redemption Fund created and established by the Indenture.

OSubordinate Series B Bonds Debt Service ResamdO shall mean the Subordinate Series B
Bonds Debt Service Reserve Fund created and established by the Indenture.

OSubordinate Series B Bonds Debt Service Reserve Fund RequirementO shall mean, as of any
date of determination, an amount equal to thetlefi (a) Maximum Annual Debt Service with respect to
the Subordinate Series B Bonds, (b) ten percent (10%) of the initial principal amount of the Subordinate
Series B Bonds, or (c) one hundred twefing percent (125%) of the average annual debt semwicthe
Subordinate Series B Bonds in each remaining Bond Year. As of the Closing Date, the Subordinate
Series B Bonds Debt Service Reserve Fund Requirement is $

OSubordinate Series B Residual RevenuesO shall mean (i) so long as the Serids #hall
remain Outstanding, such Pledged Revenues as are deposited in the Subordinate Series B Bonds Debt
Service Fund; and (ii) on and after the date the Series A Bonds are no longer Outstanding, all Pledged
Revenues which would have been availabletler payment of principal of and interest on the Series A
Bonds.

OSubordinate Series B Bonds Trust EstateO shall mean all proceeds, Funds, Accounts, Revenues
Prepayments, the Loan, the Loan Agreement (other than the rights of the Authority under thednden
which are reserved by the Authority as set forth in the Indenture), the Deed of Trust, rights, interests,
collections, and other property pledged to the payment of any Subordinate Series B Bonds pursuant to the
Indenture and in the granting clauslesreof, subject to the Series A Bonds Trust Estate.

OSubordinate Series C BondsO shall mean the Subordinate Series C Bonds, which are equally
secured and repayable from the Subordinate Series C Bonds Trust Estate.
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OSubordinate Series C Bonds Debt Serviged® shall mean the Subordinate Series C Bonds
Debt Service Fund created and established by the Indenture.

OSubordinate Series C Bonds Event of DefaultO shall have the meaning set forth in the Indenture.

OSubordinate Series C Bonds Redemption FundO skal the Subordinate Series C Bonds
Redemption Fund created and established by the Indenture.

OSubordinate Series C Bonds Trust EstateO shall mean all proceeds, the Funds and Accounts
created or established pursuant to the Indenture for the benefit ofubwd$ate Series C Bonds,
Subordinate Series C Residual Revenues, Subordinate Series C Residual Net Proceeds, Subordinate
Series C Residual Prepayments, rights, interests, collections, and other property pledged to the payment
of any Subordinate Series Bond pursuant to the Indenture; expressly excluding, however, the rights
reserved to the Authority under the Indenture.

OSubordinate Series C Residual Net ProceedsO shall mean, on and after the date on which the
Series A Bonds and the Subordinate SerieBdads are no longer Outstanding, all Net Proceeds that
would have been available for the redemption of Series A Bonds or the Subordinate Series B Bonds.

OSubordinate Series C Residual PrepaymentsO shall mean, on and after the date on which the
Series A Bods and the Subordinate Series B Bonds are no longer Outstanding; all Prepayments which
would have been available for the redemption of Series A Bonds and the Subordinate Series B Bonds.

OSubordinate Series C Residual RevenuesO shall mean (i) so lon§ex&ethéd Bonds and the
Subordinate Series B Bonds shall remain Outstanding, such Pledged Revenues as are deposited in the
Subordinate Series C Bonds Debt Service Fund; and (ii) on and after the date the Series A Bonds and the
Subordinate Series B Bondseano longer Outstanding, all Pledged Revenues which would have been
available for the payment of principal of and interest on the Series A Bonds and the Subordinate Series B
Bonds.

OSupplemental IndentureO shall mean an indenture supplemental to or ayesidahe
Indenture adopted by the Authority in accordance with the Indenture.

OSurplus FundO shall mean the Surplus Fund created and established by the Indenture.

OTax CertificateO shall mean that certain Tax Certificate and Agreement executed osirige Clo
Date with respect to the Bonds.

OTaxexempt BondsO shall mean the Series A Bonds and the Subordinate Series C Bonds.

OTerm BondsO shall mean the Series A Bonds maturing on 15 in each of the years 20__,
20 ,20_,20__and 20__ and the Subaidi Series B Bonds maturing on 15 of each of the
years 20___and 20__.

OTreasury RegulationsO shall mean the regulations of the Department of the Treasury, Internal
Revenue Service under Section 142(d) of the Code or predecessor Code dactiafing, Regulation
Section 1.1038(b).

OTrusteeO shall mean the bank or trust company or national banking association appointed

pursuant to the Indenture to act as trustee, and its successor or successors and any other bank or trus
company or nationdlanking association at any time substituted in its place pursuant to the Indenture.
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OTrustee FeeO shall mean, the amount payable to the Trustee in accordance with the written
agreement in effect from time to time between the Trustee and the Borrowehatsecamount as may
be approved by the Authority.

OTrust EstateO shall mean, collectively, the Series A Bonds Trust Estate, the Subordinate Series B
Bonds Trust Estate and the Subordinate Series C Bonds Trust Estate.

OUnderwriterO shall mean Newcomblliams Financial Group, Securities offered through
Stinson Securities, LLC.

OVery Low Income ResidentsO shall mean individuals or families whose Adjusted Income does
not exceed the qualifying limits for very low income families (currently 50% or lesheoMedian
Income for the Area), adjusted for actual household size, as established and amended from time to time
pursuant to Section 8 for the United States Housing Act of 1937, and as published by the State of
California Department of Housing and ComntyriDevelopment. If all occupants of a Space are or will
be fulltime students during five calendar months of the calendar year at an educational institution (other
than a correspondence school) with regular faculty and students, such occupants bhatnsidered to
be Very Low Income Residents unless all such students are either (i) married and eligible to file a joint
federal income tax return or (ii) single parents and their children and such parents and children are not
dependents of another indiviguor (ii) receiving assistance under Title IV of the Social Security Act
(including AFDC/TANF ) or the Job Training Partnership Act or under similar Federal, State, or local
laws, or were previously under the care and placement responsibility of thex@tatyy responsible for
administering a plan under Part B or part E of Title IV of the Social Security Act (foster care assistance).
For purposes of determining Very Low Income Residents the combined Adjusted Income of all occupants
of a Space, whether aot legally related, shall be utilized.

OVery Low Income SpacesO shall mean the Spaces in the Project occupied by Very Low Income
Residents pursuant to the Regulatory Agreement.
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APPENDIX B

HISTORICAL AND FORECASTED
PROJECT RECEIPTS AND DISBURSEMENTS
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APPENDIX C
FORM OF OPINION OF BOND COUNSEL

We have acted as bond counsel to the Independent Cities Finance Authority (the OAuthorityO) in
connection with the issuance of its Mobile Home Park Revenue Bonds (Royal York Estates) Series
2019A (the OSeries A BondsO), its Mobile Home Park Subordinate Revenue Bonds (Royal York Estates)
Series 2019B (Federally Taxable) (the OSeries B BondsO) aktbhite Home Park Subordinate
Revenue Bonds (Royal York Estates) Series 2019C (the OSeries C BondsO and together with the Series £
Bonds and the Series B Bonds, the OBondsO). The Bonds are being issued pursuant to: (i) Chapter 8 o
Part 5 of Division 31 bthe Health and Safety Code of the State of California, as amended (the OActO);
(i) resolutions adopted by the Authority (the OResolutionO); and (iii) an Indenture of Trust dated as of

(the OlndentureO) between the Authority and U.S. BankaNassociation, as trustee (the
OTrusteeO). Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in
the Indenture.

In such connection, we have reviewed the following: the Act, an executed copy of the Indenture,
an exected copy of the Loan Agreement (the OLoan AgreementO) dated as of among the
Authority, the Trustee and American Dream Affordable Housing, Inc., a California nonprofit public
benefit corporation (the OBorrowerQ), the Regulatory Agreement andrabegclaof Restrictive
Covenants (the ORegulatory AgreementO) dated as of among the Authority, the Trustee and
the Borrower, the Tax Certificate and Agreement (the OTax CertificateO) dated the date hereof between
the Authority and the Borrower, ampinion of counsel to the Authority, opinions of counsel to the
Borrower, certificates of the Authority, the Borrower and others and such other documents, instruments,
proceedings and opinions as we have deemed relevant in rendering this opinion.

The opirions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may
be affected by actions taken or omitted or events occurfiagthe date hereof. We have not undertaken
to determine, or to inform any person, whether any such actions or events are taken or do occur. We
disclaim any obligation to update this letter. We have assumed the genuineness of all documents and
sighatues presented to us (whether as originals or as copies) and the due and legal execution and delivery
thereof by any parties other than the Authority. We have not undertaken to verify independently, and
have assumed, the accuracy of the factual matteresemied, warranted or certified in the documents
and of the legal conclusions contained in the opinions referred to herein. To the extent that the opinions
rendered herein are dependent on the organization and operation of the Borrower as an organization
described in Section 501(c)(3) of the Code and exempt from tax under Section 501(a) of the Code, no part
of the net earnings of which inures to the benefit of any person, we are relying on the representations of
the Borrower and the opinion of the BorroWesr counsel dated the date hereof. Furthermore, we have
assumed compliance with the covenants and agreements contained in the Indenture, the Loan Agreement,
the Regulatory Agreement and the Tax Certificate, including (without limitation) covenants and
agreements, compliance with which is necessary to assure that future actions, omissions or events will not
cause interest on the Series A Bonds and the Series C Bonds to be includable in gross income for federal
income tax purposes. We call attention to thet faat the rights and obligations of the Authority under
the Bonds, the Indenture, the Loan Agreement, the Regulatory Agreement and the Tax Certificate may be
subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, momatdriu
other laws relating to or affecting creditorsO rights heretofore or hereafter enacted to the extent
constitutionally applicable, to the application of equitable principles and to the exercise of judicial
discretion in appropriate cases. We expresspinion with respect to any indemnification, contribution,
choice of law, choice of forum or waiver provisions contained in the foregoing documents. Finally, we
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undertake no responsibility for the accuracy, completeness or fairness of any offeririgl med#ing to
the Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, it is our
opinion that:

1. The Authority is a joint powers authority organized and existing utigetaws of the
State of California with the power to enter into and perform its obligations under the Indenture, the Loan
Agreement and the Regulatory Agreement and to issue the Bonds.

2. The Indenture, the Loan Agreement and the Regulatory Agreementbleave duly
authorized, executed and delivered by the Authority and, assuming due authorization, execution and
delivery by the other parties thereto, are valid and binding obligations of the Authority. The Indenture
creates a valid lien on the rights oketAuthority under the Loan Agreement (except for certain rights of
the Authority reserved therein).

3. The Bonds are valid and binding special obligations of the Authority payable solely from
the revenues and other assets pledged therefor under the hedantl from the enforcement of the
security provided therefor and do not constitute a general obligation debt or liability of the Authority, the
State of California or any political subdivision thereof.

4. Based on existing laws, regulations, rulings aodrt decisions and assuming, among
other matters, the accuracy of certain certifications and compliance with certain covenants, interest on the
Series A Bonds and the Series C Bonds is excludable from gross income for federal income tax purposes.
Intereston the Series A Bonds and the Series C Bonds is not a specific preference item for purposes of
the federal individual and corporate alternative minimum taxes, but such interest is includable in adjusted
current earnings in computing the federal altermathinimum taxes imposed on certain corporations.

5. Interest on the Series B Bonds is taxable as ordinary income for federal income tax
purposes.
6. Under the laws of the State of California as enacted and construed on the date hereof,

interest on the Boralis exempt from State of California personal income taxes.

Although we have rendered an opinion that interest on the Series A Bonds and the Series C
Bonds is excludable from gross income for federal income tax purposes, the accrual or receipt of interest
on such bonds may otherwise affect a bondholderOs federal, state or local tax liability. The nature and
extent of these other tax consequences will depend upon the bondholderOs particular tax status and the
bondholderOs other items of income or deductile. express no opinion regarding any such other such
tax consequences.

Respectfully submitted,
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APPENDIX D
APPRAISAL
The following is a copy of the Appraisal as of August 27, 2019 of the Royal York Estates,

without the complete addenda thereto. The Appraisal with the complete addenda is available upon
request to the Borrower or the Underwriter.
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APPENDIX E
FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the ODisclosure AgreementO) is executed and delivered
as of , 2019 by American Dream Affordable Housing, Inc., a California nonprofit public benefit
corporation (the OCompanyO), and Wolf & Company Inc.@issemination AgentO), in connection
with the delivery of $ Independent Cities Finance Authority Mobile Home Park Revenue
Bonds (Royal York Estates) Series 2019A (the OSeries A BondsO) and the $ Independent
Cities Finance Authority Mob#l Home Park Subordinate Revenue Bonds (Royal York Estates) Series
2019B (the OSubordinate Series B BondsO and referenced herein together with the Series A Bonds as the
OBondsO). The Bonds are being issued pursuant to an Indenture of Trust dated as of _(the
Olndenture®), by and between the Independent Cities Finance Authority (the OlssuerO) and U.S. Banl
National Association, as trustee (the OTrusteeO).

The Company and the Dissemination Agent covenant and agree as follows:

1. Purpose of the Disosure Agreement. This Disclosure Agreement is being executed and
delivered by the Company and the Dissemination Agent for the benefit of the holders and Beneficial
Owners of the Bonds and in order to assist the Participating Underwriter in complyintheviRule
(defined below). The Company and the Dissemination Agent acknowledge that the Issuer has undertaken
no responsibility with respect to any reports, notices or disclosures provided or required under this
Disclosure Agreement, and has no liabilityany Person, including the Participating Underwriter and any
holder or Beneficial Owner of the Bonds, with respect to the Rule.

2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized term used in this &losure Agreement unless otherwise defined in this Section, the following
capitalized terms shall have the following meanings when used in this Disclosure Agreement:

OAnnual ReportO shall mean any Annual Report provided by the Company pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Agreement.

OBeneficial OwnerO shall mean any Person which (a) has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Bonds (including Persons hofdisg B
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for
federal income tax purposes.

OCompanyO shall mean American Dream Affordable Housing, Inc., a California nonprofit public
benefit corporation, andny of its successors, or any other Person responsible for repaying the Loan
under the Loan Agreement.

ODisclosure Representative of the CompanyO shall mean the President of the Company or his or
her designee, or such other Person as the Companydskalhate in writing to the Dissemination Agent
and the Issuer from time to time.

ODissemination AgentO shall mean Wolf & Company Inc., acting in its capacity as Dissemination
Agent hereunder, or any successor Dissemination Agent designated in writhrg@grhpany.

OFinancial ObligationO shall mean, for purposes of the Listed Events, the following: (i) a debt

obligation, (ii) a derivative instrument entered into in connection with, or pledged as security or a source
of payment for, an existing or planna&bt obligation, or (iii) a guarantee of (i) or (ii). The term
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OFinancial ObligationO shall not include municipal securities (as defined in the Securities Exchange Act
of 1934, as amended) as to which a final official statement (as defined in the Rudeehgzrovided to
the MSRB consistent with the Rule.

OFiscal YearO means the Fiscal Year of the Company, as identified to the Issuer and the
Dissemination Agent by the Company in writing.

OListed EventsO shall mean any of the events listed in Sectiof th{a)Disclosure Agreement.

OParticipating UnderwriterO shall mean the original underwriter of the Bonds required to comply
with the Rule in connection with offering of the Bonds.

OPersonO means an individual, corporation, partnership, associatistpgirmompany, limited
liability company, trust, any unincorporated organization, or a government or political subdivision
thereof, or any other governmental or nongovernmental entity.

ORepositoryO shall mean the Municipal Securities Rulemaking BoaedfeniEl Municipal
Market Access (EMMA) system.

ORuleO shall mean Rule 18&2b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.

OStateO shall mean the Stat@aiifornia.
3. Provision of Annual Reports.

a. The Company shall, or shall upon written direction to the Dissemination Agent and the
furnishing of the Annual Report to the Dissemination Agent, cause the Dissemination Agent to, not later
than one hundred ®nty (120) days after the end of each Fiscal Year, commencing with the Fiscal Year
ending June 30, 2020, provide to the Repository and the Participating Underwriter an Annual Report
which is consistent with the requirements of Section 4 of this Discldsgmeement. In each case, the
Annual Report may be submitted as a single document or as separate documents comprising a package,
and may include by reference other information as provided in Section 4 of this Disclosure Agreement;
provided that the auditefinancial statements of the Company may be submitted later than the date
required above for the filing of the Annual Report if they are not available by that date. If the CompanyQOs
fiscal year changes, it shall give notice of such change in the samememnfor a Listed Event under
Section 5(f) of this Disclosure Agreement.

b. Not later than fifteen (15) days prior to the date specified in subsection (a) of this Section
3 for providing the Annual Report to the Repository, the Company shall providentneaAReport to the
Dissemination Agent. If by such date the Dissemination Agent has not received a copy of the Annual
Report, the Dissemination Agent shall notify the Company, the Participating Underwriter, the Issuer and
the Oversight Agent (as definéd the Indenture) of such failure to receive the report. The Company
shall provide a written certification with each Annual Report to the effect that such Annual Report
constitutes the Annual Report required to be furnished by it hereunder. The Isbtiee &issemination
Agent may conclusively rely upon such certification of the Company and shall have no duty or obligation
to review such Annual Report.

C. If the Dissemination Agent is unable to verify that an Annual Report has been provided
to the Repasory by the date required in subsection (a) of this Section 3, the Dissemination Agent shall
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send a notice to the Repository and the Municipal Securities Rulemaking Board in substantially the form
attached as Exhibit A.

d. The Dissemination Agent shall ap compliance by the Company and to the extent
known to the Dissemination Agent file a report with the Company, the Issuer, the Participating
Underwriter and the Oversight Agent certifying that the Annual Report has been provided pursuant to this
Disclosue Agreement and stating the date it was provided to the Repository.

e. On or about the date specified in subsection (a) of this Section 3 for providing the Annual
Report to the Repository, the Oversight Agent shall perform a search of the Repositofynaoéssary,
contact the Company and the Dissemination Agent, to confirm that an Annual Report has been provided
to the Repository.

4. Content of Annual Reports. The Annual Report shall contain or include by reference the
audited financial statements thie Company (or, if consolidated statements are prepared for the Company
and related entities, such consolidated financial statements) for the prior fiscal year, prepared in
accordance with generally accepted accounting principles. If the Company@x fnalitcial statements
are not available by the time the Annual Report is required to be filed pursuant to Section 3(a) of this
Disclosure Agreement, the Annual Report shall contain unaudited financial statements, and the audited
financial statements shdile filed in the same manner as the Annual Report when they become available.

5. Reporting of Significant Events.

a. Pursuant to the provisions of this Section 5, the Company shall give, or cause to be given,
notice to the entities set forth in subsect{fjrof this Section 5, of the occurrence of any of the following
events with respect to the Bonds:

i. principal and interest payment delinquencies;

il. nontpayment related defaults, if material,

iii. modifications to rights of Bondholders, if material;

iv. (1) bond calls, if material and (2) tender offers;

V. defeasances;

Vi. rating changes;

Vil. adverse tax opinions, the issuance by the Internal Revenue Service of proposed

or final determinations of taxability, Notices of Proposed Issue (IRS FormBEZB) or other
material notices or determinations with respect to the tax status of the Series A Bonds or other
material events affecting the tax status of the Series A Bonds;

viii. unscheduled draws on debt service reserves reflecting financial difficulties;

iX. unscheduled draws on credit enhancements reflecting financial difficulties;

X. substitution of credit or liquidity providers, or their failure to perform;

Xi. release, substitution or sale of property securing repayment of the Bonds, if
material,
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Xil. bankruptcy, insolvency, receivership or similar event of the Company;

Xiii. consummation of a merger, consolidation or acquisition involving the Company
or the sale of all or substantially all of the assets of the Company, other than in the ordinary
coure of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to its terms,
if material; and

Xiv. appointment of a successor or additionaktee or the change of name of a
trustee, if material.

XV. incurrence of a Financial Obligation of the Company, if material, or agreement to
covenants, events of default, remedies, priority rights, or other similar terms of a Financial
Obligation of theCompany, any of which affect security holders, if material.

XVi. default, event of acceleration, termination event, modification of terms, or other
similar event under the terms of a Financial Obligation of the Company, any of which reflect
financial difficulties.

b. The Dissemination Agent shall, within five (5) Business Days of obtaining actual
knowledge of the occurrence of any of the Listed Events, contact the Disclosure Representative of the
Company, inform such Person of the event, and request teatCdmpany promptly notify the
Dissemination Agent in writing whether or not to report such event pursuant to subsection (f) of this
Section 5. For purposes of this Disclosure Agreement, Oactual knowledgeO of the occurrence of such
Listed Events shall meaactual knowledge by the officer of the Dissemination Agent with regular
responsibility for the administration of matters related to this Agreement. The Dissemination Agent shall
have no responsibility for the determination of the materiality of any Isistéd Events.

C. Whenever the Company obtains knowledge of the occurrence of a Listed Event, because
of a notice from the Dissemination Agent or the Trustee pursuant to subsection (b) of this Section 5 or
otherwise, the Company shall promptly determiheuch event would be material under applicable
federal securities laws; provided, however, that any listed event under subsections (a)(i), (iv)(2), (v), (vi),
(vii), (viii), (ix), (x), (xii) and (xvi) will always be deemed to be material.

d. If the Compay has determined that knowledge of the occurrence of a Listed Event
would be material under applicable federal securities laws, the Company shall promptly notify the
Dissemination Agent in writing. Such notice shall instruct the Dissemination Agent ¢ot rise
occurrence pursuant to subsection (f) of this Section 5.

e. If in response to a request under subsection (b) of this Section 5, the Company determines
that the Listed Event would not be material under applicable federal securities laws, thenZehgleso
notify the Dissemination Agent in writing and instruct the Dissemination Agent not to report the
occurrence pursuant to subsection (f) of this Section 5.

f. If the Dissemination Agent has been instructed by the Company to report the occurrence
of a Listed Event, the Dissemination Agent shall promptly file a notice of such occurrence with the
Municipal Securities Rulemaking Board and the Repository with a copy to the Participating Underwriter,
the Issuer and the Oversight Agent. Notwithstandiegforegoing, notice of Listed Events described in
subsections (a)(iv) and (a)(v) of this Section 5 need not be given under this subsection any earlier than the
notice (if any) of the underlying event is given to the Owners of affected Bonds pursusntrideénture,
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and the Dissemination Agent shall, with or without direction from the Company, promptly file with the
Repository a copy of any such notice that is delivered by the Trustee to such Owners of affected Bonds.

6. Termination and Assumption of Berting Obligation. The CompanyOs obligations under
this Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full
of all of the Bonds, or upon the assignment of the CompanyOs obligations under the Loan Agreement.

The Company, including any successor in interest to the Company, shall not transfer its
obligations under the Loan Agreement to any Person unless such Person first assumes in writing the
obligations of the Company under this Disclosure Agreement. If ®uptination or assumption occurs
prior to the final maturity of the Bonds, the Company shall give notice of such termination or assumption
in the same manner as for a Listed Event under Section 5(f) of this Disclosure Agreement.

7. Dissemination Agent. fle Company may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may
discharge any such Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the Company pursuant to this Disclosure Agreement. If at any time there is not any other
designated Dissemination Agent, or if the DisseminationnAge appointed is unwilling or unable to
perform the duties of Dissemination Agent hereunder, the Company shall be the Dissemination Agent.
The initial Dissemination Agent shall be Wolf & Company Inc. The Dissemination Agent may resign by
providing thity (30) days written notice to the Authority and the Company. The Dissemination Agent
shall be paid compensation by the Company for its services provided hereunder in accordance with its
schedule of fees as agreed to between the Dissemination Agenea@dripany from time to time and
all reasonable expenses, legal fees and advances made or incurred by the Dissemination Agent in the
performance of its duties hereunder. Any company succeeding to all or substantially all of the
Dissemination AgentOs corat trust business shall be the successor to the Dissemination Agent
hereunder without the execution or filing of any paper or any further act. The Dissemination Agent shall
not be responsible for the content of any report or notice prepared by the GomjpenDissemination
Agent shall have no duty to prepare any information report nor shall the Dissemination Agent be
responsible for filing any report not provided to it by the Company in a timely manner and in a form
suitable for filing.

8. Amendment; Waer.  Notwithstanding any other provision of this Disclosure
Agreement, the Company and the Dissemination Agent may amend this Disclosure Agreement (and the
Dissemination Agent shall agree to any amendment so requested by the Company), provided, however,
that the Dissemination Agent shall not be obligated to enter into any such amendment that modifies or
increases its duties or obligations hereunder. Any provision of this Disclosure Agreement may be
amended or waived, provided that the following condgiare satisfied:

a. If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a) of this
Disclosure Agreement, it may only be made in connection with a change in circumstances that arises from
a change in legal requirements, changtm, or change in the identity, nature or status of an obligated
Person with respect to the Bonds, or the type of business conducted;

b. The Disclosure Agreement, as amended or taking into account such waiver, would, in the
opinion of nationally recognizeldond counsel hired by the Issuer, have complied with the requirements
of the Rule at the time of the original issuance of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

E-111



C. The amendment or waiver either (i) is approved by the Owners of the Bonds in the same
manner as provided in the Indenture for amendments to the Indenture with the consent of Owners, or (ii)
does not, in the opinion of nationally recognized bond counsel hirgtde Issuer, materially impair the
interests of the Owners or Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the
Company shall describe such amendment in the next Annual Repoghalhdhclude, as applicable, a
narrative explanation of the reason for the amendment or waiver and its impact on the type (or, in the case
of a change of accounting principles, on the presentation) of financial information or operating data being
presentd by the Company. In addition, if the amendment relates to the accounting principles to be
followed in preparing financial statements, (i) notice of such change shall be given in the same manner as
for a Listed Event under Section 5(f) of this DisclosAgreement, and (ii) the Annual Report for the
year in which the change is made should present a comparison (in narrative form and also, if feasible, in
guantitative form) between the financial statements as prepared on the basis of the new accounting
princples and those prepared on the basis of the former accounting principles.

9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to
prevent the Company from disseminating any other information, using the means of dissemination se
forth in this Disclosure Agreement or any other means of communication, or including any other
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is
required by this Disclosure Agreement. If the Compahgoses to include any information in any
Annual Report or notice of occurrence of a Listed Event, in addition to that which is specifically required
by this Disclosure Agreement, the Company shall have no obligation under this Agreement to update
such iformation or include it in any future Annual Report or notice of occurrence of a Listed Event.

10. Default. In the event of a failure of the Company or the Dissemination Agent to comply
with any provision of this Disclosure Agreement, any Participatingledariter, the Issuer or any
Beneficial Owner or holder of the Bonds may take such actions as may be necessary and appropriate,
including seeking mandate or specific performance by court order, but expressly excluding any action for
money damages, to caue Company or the Dissemination Agent, as the case may be, to comply with
its obligations under this Disclosure Agreement. A default under this Disclosure Agreement shall not be
deemed an Event of Default under the Indenture or the Loan Agreemenieasmld remedy under this
Disclosure Agreement in the event of any failure of the Company or the Dissemination Agent to comply
with this Disclosure Agreement shall be an action to compel performance.

11. Duties, Immunities and Liabilities of thBissemination Agent. Article VIII of the
Indenture is hereby made applicable to this Disclosure Agreement as if this Disclosure Agreement were
(solely for this purpose) contained in the Indenture and the Dissemination Agent shall be entitled to the
same potections, limitations from liability and indemnities afforded the Trustee thereunder. The
Dissemination Agent (if other than the Trustee) shall have only such duties as are specifically set forth in
this Disclosure Agreement, and the Company agreesdminify and save the Dissemination Agent, its
officers, directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder, inbleiding t
costs and expenses (including attorneys fees) of defending against any claim of liability, but excluding
liabilities due to the Dissemination AgentOs negligence or misconduct. The Dissemination Agent shall
have no duty or obligation to review any infaation provided to them hereunder and shall not be deemed
to be acting in any fiduciary capacity for the Company, the Bondowners, or any other party. The
obligations of the Company under this Section shall survive resignation or removal of the Dissaminati
Agent and payment of the Bonds.
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12. Notices. All notices, certificates or other communications required by this Disclosure
Agreement shall be in writing and shall be sufficiently given and sent by: (i) mailed by certified mail,
return receipt requeste postage prepaid; (ii) personal delivery, overnight delivery by a recognized
courier or delivery service; or (iii) electronic transmission, which includes fax machine, email with an
imaged or scanned attachment (such as a .pdf) or other similar ele¢tamsmission, with confirmation
of receipt of such transmission and shall be deemed given on the second day following the date on which
the same have been personally delivered or mailed or when delivered when sent by electronic
transmission to the addies set forth below::

To the Issuer: Independent Cities Finance Authority
Post Office Box 6740
Lancaster, California 93538740
Attention: Executive Director

To the Company: American Dream Affordable Housing, Inc.

Attention:

To the Disseminatior Wolf & Company Inc.

Agent: 241 S. Figueroa Street, Suite 100
Los Angeles, California 90012
Attention: Wesley R. Wolf

To the Oversight Wolf & Company Inc.

Agent: 241 S. Figueroa Street, Suite 100
Los Angeles, California 90012
Attentiont Wesley R. Wolf

To the Participating Newcomb Williams Financial Group
Underwriter: 6842 Embarcadero Lane
Carlsbad, California 92011
Attention: Pamela Newcomb

Any Person may, by written notice to the other Persons listed above, desidifédeeat address
or telephone number(s) to which subsequent notices or communications should be sent.

13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the Issuer,
the Company, the Dissemination Agent, the Participatingledmriter, and Owners and Beneficial
Owners from time to time of the Bonds, and shall create no rights in any other Person.

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

15. Severability. No provision of this Disclosure Agreement that is held to be inoperative,
unenforceable or invalid shall affect the remaining provisions, and to this end all provisions hereof are
hereby declared to be severable.

16. Binding Effect; Successors. This Disclosure Agreement shall be binding upon and shall
inure to the benefit of the parties hereto and their successors and assigns. Reference to any party herein
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shall be deemed to incladsuch partyOs successors and assigns, and all covenants and agreements
contained in this Disclosure Agreement by or on behalf of any party hereto shall bind and inure to the
benefit of such partyOs successors and assigns whether so expressed or not.

17. Entire Agreement. This Disclosure Agreement constitutes the entire agreement between
the parties and supersedes all prior agreements and understandings relating to the subject matter hereof.

18. Governing Law. This Disclosure Agreement shall be govercedrding to the laws of
the State of California applicable to contracts made and performed in California.

19. Non-Assignment. No party hereto may assign its rights and benefits hereunder or
delegate its duties hereunder to any other Person, except &ermpewided herein.
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IN WITNESS WHEREOF, the parties hereto have executed this Continuing Disclosure
Agreement as of the date first above written.

AMERICAN DREAM AFFORDABLE HOUSING, INC., a California nonprofit public benefit
corporation

By:

[name title]

WOLF & COMPANY INC., as Dissemination Agent

By:

Authorized Officer
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EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Obligated Party: American Dream Affordable Housing, Inc. (the OCompany(

Name of Bonds: $ Independent Cities Finance Authority Mobile
Home Park Revenue Bonds (Royal York Estates) Series 2C
and $ Independent Cities Finance Authority Mc

Home Park Subordinate Revenue Bonds (Royal York Estat
Series 2019B

Date of Delivery: , 2019

NOTICE IS HEREBY GIVEN that the Company has not provided an Annual Report with respect
to the abovenamed Bonds as required by Section 3 of the Continuing Disclosure Agreement dated as of
, 2019 between the Company and Wolf & Comgdany The Company anticipates that the
Annual Report will be filed by .

Dated:

By:

Wolf & Company Inc., as Dissemination Agent

cc: American Dream Affordable Housing, Inc.
Independent Cities Finanéaithority
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