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SUBMITTAL TO THE BOARD OF SUPERVISORS
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA 46 ,L/

FROM: Economic Development Agency SUBMITTAL DATE:
May 6, 2010

SUBJECT: Subordination Agreement for Rancho Dorado North Apartment Project in the City of Moreno
Valley

RECOMMENDED MOTION: That the Board of Supervisors:

1. Approve the attached Subordination Agreement between the County of Riverside, California Tax
Credit Allocation Committee, a public agency of the State of California, and MV Rancho Dorado I,
L.P., a California limited partnership;

o]
i 2. Authorize the Chairman of the Board to sign the attached Subordination Agreement; and
,§ 3. Authorize the Assistant County Executive Officer/EDA or designee to take all necessary steps to
: implement the Agreement including, but not limited to, signing subsequent essential and relevant
E documents.
O | BACKGROUND: (Commences on Page 2) %
) Robert Field
% Assistant County Executive Officer/EDA
- Current F.Y. Total Cost: $0 In Current Year Budget: Yes
- |
Eu) FINA:CIAL Current F.Y. Net County Cost: $0 Budget Adjustment: No
= (I DATA Annual Net (Bunty Cost: $ (_) | For Fiscal Year: - 09/1 0
i COMPANION ITEM ON BOARD OF DIRECTORS AGENDA: No ) B - \
% SOURCE OF FUNDS: HOME Investment Partnerships Act Grant Funds Positions To Be O]

Deleted Per A-30|
Requires 4/5 Vote| [ ]

‘ FORM AEP OVED

C.E.O. RECOMMENDATION:

County Executive Office Signature

E\Eolicy

{C] Consent

Per Exec. Ofc.:

MINUTES OF THE BOARD OF SUPERVISORS

On motion of Supervisor Buster, seconded by Supervisor Stone and duly carried by
unanimous vote, IT WAS ORDERED that the above matter is approved as recommended.

Ayes: Buster, Tavaglione, Stone, Benoit and Ashley
Nays: None Kecia Harper-lhem
Absent: None Cler I
Date: May 18, 2010 By: _
XC: EDA Deput

Prev. Agn. Ref.: 3.35 of 6/2/09; 3.19 of 3/17/09; 3.14 of| District: 5 Agenda N er:
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Economic Development Agency

Subordination Agreement for Rancho Dorado North Apartment Project in the City of Moreno Valley
May 6, 2010
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BACKGROUND:

On June 2, 2009, the Board of Supervisors approved a Loan Agreement for the Use of HOME
Funds with MV Rancho Dorado |l Limited Partnership (Owner) in the amount of $650,000 (HOME
Loan) for the development and construction of a 71-unit, multi-family apartment complex, Rancho
Dorado North Apartments, in the City of Moreno Valley (Project).

The County’'s HOME Loan is currently in the fourth position behind a construction loan made by
Merchants Bank of Long Beach (Merchants Bank), permanent second mortgage from the City of
Moreno Valley Redevelopment Agency (RDA), and a permanent third mortgage in favor of the
California Housing Finance Agency (CalHFA) in connection with the Mental Health Services Act
loan.

The Owner is in the process of securing permanent financing and was awarded American Recovery
and Reinvestment Act (ARRA) funds by the California Tax Credit Allocation Committee (TCAC). The
ARRA loan will be used to replace a portion of the construction loan provided by Merchants Bank.
TCAC is requiring the County, RDA and CalHFA to subordinate to the ARRA loan. As a result of this
Subordination Agreement, the County’s HOME loan will be in fifth position behind the Merchants
Bank loan, ARRA loan, RDA loan and CalHFA loan.

The project is scheduled to be completed by October 2010.

County Counsel has reviewed and approved to form the attached Subordination Agreement. Staff
recommends that the Board approve the attached documents.

RF;DM:ER:TF:JG 10025
S:\Housing\HOME\2007 HOME-Tom F\Rancho Dorado North\Form 11\F11 - Rancho Dorado Sub Agmt_TCAC.doc

EDA-001a-F11
Form 11 (Rev 06/2003)



3]
.




JT IS FULLY EXECUTED RETURM
= bl £

(i’:,i{:\ P i E.}F Y

(o Riverside County Cierk ¢ of the Bo(nf Stop 101C

Post Office Box 1147, R1v rerside. Ca 92502-1147

WHEN DOCLW

Thank voli

Free recording in accordance
with California Government
Code section 27383

RECORDING REQUESTED BY, AND
WHEN RECORDED, MAIL TO:

California Tax Credit Allocation Committee
915 Capitol Mall, Rm. 487

Sacramento, CA 95814

CA-2009-516

SUBORDINATION AGREEMENT AND ESTOPPEL CERTIFICATE

NOTICE: THIS SUBORDINATION AGREEMENT RESULTS IN YOUR SECURITY
INTEREST IN THE PROPERTY BECOMING SUBJECT TO AND OF LOWER PRIORITY
THAN THE LIEN OF SOME OTHER OR LATER SECURITY INSTRUMENT.

THIS SUBORDINATION AGREEMENT AND ESTOPPEL CERTIFICATE (the
"Agreement”) is dated as of this ____ day of , 2010, for reference purposes only,
and is entered into by and among the County of Riverside, a public entity (the "Junior
Lienholder") and MV Rancho Dorado |l Limited Partnership, a California Limited
Partnership (the "Borrower"), and the California Tax Credit Allocation Committee, a public
agency of the State of California (the "Senior Lender").

RECITALS

A. Borrower is the owner of the fee simple interest or a leasehold estate in that real
property described in Exhibit A attached hereto and made a part hereof (the "Property”). The
Borrower has acquired the property and will construct a 71-unit residential rental development
on the Property (the "Improvements”). The Property and the Improvements are sometimes
referred to collectively as the "Development.”

B. The Junior Lienholder has made a HOME loan to the Borrower in the principal sum
of Six Hundred Fifty Thousand and 00/100 Dollars ($650,000.00) (the "Junior Lienholder
Loan"). The Junior Lienholder Loan is evidenced by a certain promissory note (the “Junior
Lienholder Note”), secured by a certain deed of trust (the “Junior Lienholder Deed of Trust’)
recorded in the Official Records of Riverside County, California (the “Official Records”), on
April 8, 2009, as Instrument No. 2009-0172225. The Junior Lienholder and Borrower have
also entered into a First Amended to Loan Agreement , recorded on August 7, 2009, as
Instrument No. 2009-0414310 in the Official Records (the “Junior Lienholder Regulatory
Agreement”). (The Junior Lienholder Deed of Trust, the Junior Lienholder Regulatory
Agreement and ali other documents evidencing or securing the Junior Lienholder Loan are
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collectively referred to herein as the “Junior Lienholder Documents.”)

C. In order to finance the development of the Improvements, the Senior Lender has
agreed to loan the Borrower a sum not to exceed Ten Million, Seven Hundred Thirty Five
Thousand, Seven Hundred Eighty Two Dollars ($10,735,782.00) (the "ARRA Loan"), subject
to the terms and conditions of. (i) a regulatory agreement restricting the use and occupancy
of the Development and the income derived therefrom which shall be dated as of even date
herewith and recorded as an encumbrance on the Property in the Official Records (the
California Tax Credit Allocation Committee (TCAC) Regulatory Agreement"), and (ii) other
loan documents. The ARRA Loan will be secured by, among other things, a deed of trust by
Borrower as trustor, to Senior Lender as beneficiary recorded as an encumbrance on the
Property in the Official Records (the "ARRA Deed of Trust") and by such other security as is
identified in other loan documents. All documents identified in this Recital C are collectively
referred to herein as the “Senior Lender Documents.”

D. The Senior Lender is willing to make the ARRA Loan provided the ARRA Deed of
Trust and the TCAC Regulatory Agreement are liens, claims or charges upon the
Development prior and superior to the Junior Lienholder Documents, and provided that the
Junior Lienholder specifically and unconditionally subordinates and subjects the Junior
Lienholder Documents to the liens, claims or charges of the ARRA Deed of Trust and the
TCAC Regulatory Agreement.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual benefits accruing to the parties hereto
and other valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, and in order to induce the Senior Lender to make its ARRA Loan, it is hereby
declared, understood and agreed as follows:

1. The TCAC Regulatory Agreement and the ARRA Deed of Trust in favor of
the Senior Lender, and any and all renewals, modifications, extensions or advances
thereunder or secured thereby (including interest thereon) shall unconditionally be and remain
at all times liens, claims, or charges on the Development prior and superior to the Junior
Lienholder Documents, and to all rights and privileges of the Junior Lienholder thereunder;
and the Junior Lienholder Documents, together with all rights and privileges of the Junior
Lienholder thereunder are hereby irrevocably and unconditionally subject and made
subordinate to the liens, claims or charges of the ARRA Deed of Trust and the TCAC
Regulatory Agreement.

2. This Agreement shall be the whole and only agreement with regard to the
subordination of the Junior Lienholder Documents, together with all rights and privileges of the
Junior Lienholder thereunder, to the liens, claims or charges of the ARRA Deed of Trust and
the TCAC Regulatory Agreement, and this Agreement shall supersede and cancel any prior
agreements to subordinate the claims, liens or charges of, but only insofar as would affect the
priority between the claims, liens or charges of the Junior Lienholder Documents to the ARRA
Deed of Trust and the TCAC Regulatory Agreement including, but not limited to, those
provisions, if any, contained in the Junior Lienholder Documents, which provide for the
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subordination of the lien or charge thereof to another lien or charge on the Property or the
Improvements.

Sy Senior Lender declares, agrees and acknowledges that:

a. Notice and Cure:

(i) Senior Lender agrees that it shall not complete a foreclosure sale of the Property,
or any portion thereof, or record a deed-in-lieu of foreclosure with respect to the Property, or
any portion thereof, (each, a “Foreclosure Remedy”) unless and until the Junior Lienholder
has first been given ninety (90) days written notice of the default(s) giving rise to Senior
Lender’s right to complete such Foreclosure Remedy (a “Default Notice”), and the Junior
Lienholder has failed, within such ninety (90) day period to cure such default(s); provided,
however, that the Senior Lender shall be entitled during such ninety (90) day period to
continue to pursue all of its rights and remedies under its respective loan documents,
including but not limited to acceleration of its grant (subject to the de-acceleration provisions
set forth below), commencement and pursuit of foreclosure (but not completion of the
foreclosure sale), any guaranty (subject to any notice and cure provisions contained therein),
and/or any other loan document. All such notices shall be at the address noted below

(i)  With respect to the exercise of the cure rights provided above, the following shall
apply:

(A)  Junior Lienholder shall have the right, but not the obligation, to elect to cure the
noticed default(s) (the “Noticed Defaults”) by giving the Senior Lender written notice of its
intention to cure the Noticed Defaults within the ninety (90) day cure period described above
(the “Cure Period”) and thereafter curing all Noticed Defaults within the Cure Period.

(B) If a cure of all the Noticed Defaults is completed within the Cure Period, the
Senior Lender will rescind any notice of default recorded and request dismissal of any
receiver who has been appointed, after reimbursement of all of Senior Lender's costs,
including, without limitation, reasonable attorneys’ fees and costs.

©) Following the timely cure of all Noticed Defaults by the Junior Lienholder, the
Senior Lender will not exercise its right to accelerate (or will de-accelerate) the amounts due
under the Senior Lender’s loan documents by reason of the Noticed Defaults cured by such
Notice Party; provided, however, that nothing herein shall be construed to waive or limit any of
Senior Lender’s rights or remedies as to any uncured Noticed Default, or any subsequent
default by Borrower.

(D)  Nothing in this Paragraph 3 Is intended to limit or modify any covenant, term, or
condition contained in Senior Lender Documents or the Junior Lienholder Documents,
including, without limitation, any covenant against creating or recording any liens or
encumbrances against the Property without Senior Lender's or Junior Lienholder's prior
written approval, as applicable, and any acceleration clause in the Senior Lender Documents
or the Junior Lienholder Documents. Nothing in this Paragraph (i} is intended to diminish the
rights of Lenders pursuant to California Civil Code Section 2924b, or to diminish the rights of
Junior Lienholder to receive notice under applicable law.

(i) If following the occurrence of a default under the Senior Lender Documents but
prior to any foreclosure or deed in lieu of foreclosure under the Senior Lender Documents,
Junior Lienholder takes title to or possession of the Property and cures all outstanding
defaults under the Senior Lender Documents, Senior Lender hereby agrees not to exercise
any rights Senior Lender may have under the Senior Lender Documents to declare a default
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and accelerate the Senior Lender Loan that arise solely as a result of the transfer of title or
possession of the Property to Junior Lienholder (or, if Senior Lender has already accelerated
the Senior Lender Loan, Senior Lender hereby agrees that Senior Lender will reinstate the
Senior Lender Loan at that time) and Senior Lender shall permit the transfer of the entire
Property to Junior Lienholder subject to the Senior Lender Documents if and only if each and
all of the following conditions have been satisfied in Senior Lender's reasonable
determination: (1) Junior Lienholder has executed the form of Assumption Agreement
provided by Senior Lender; and (2) Junior Lienholder cures any existing defaults under the
Senior Lender Documents through escrow, and there exists no other event, which, with the
giving of notice or the passage of time or both, would constitute an event of default under any
of the Senior Lender Documents. In the event the above conditions are met, all existing terms
of the Senior Lender Documents will remain in effect. The obligations of Senior Lender stated
herein are expressly conditioned upon the assumption transaction being in compliance with
the applicable law and regulations of all government agencies having jurisdiction over Senior
Lender at the time of the transfer. The provisions of this paragraph shall apply to the transfer
of the Property to Junior Lienholder only and it shall not apply to any other or subsequent
transfer to any other party.

(iv) As required pursuant to Section 33334.14(a)(4) of the California, Health and
Safety Code, Junior Lienholder has determined that an economically feasible alternative
method of financing, refinancing or assisting the project situated or to be situated on the
Property, on substantially comparable terms and conditions to the Senior Lender Documents,
without subordination, is not reasonably available.

4 The Junior Lienholder declares, agrees and acknowledges that:

(a)  The Junior Lienholder consents and approves (i) all provisions of the
ARRA Deed of Trust and the TCAC Regulatory Agreement, and (ii) all agreements
among the Junior Lienholder, Borrower and Senior Lender for the disbursement of the
proceeds of the ARRA Loan, including without limitation any loan escrow agreements
which have been provided to the Junior Lienholder for review;

(b)  The Senior Lender, in making disbursements of the ARRA Loan
pursuant to the ARRA Grant Agreement or any other agreement, is under no obligation
or duty to, nor has the Senior Lender represented that it will, see to the application of
such proceeds by the person or persons to whom the Senior Lender disburses such
proceeds, and any application or use of such proceeds for purposes other than those
provided for in such agreement or agreements shall not defeat the subordination
herein made in whole or in part;

(c)  That none of the execution, delivery or recordation of any of the
ARRA Deed of Trust or TCAC Regulatory Agreement, or the performance of any
provision, condition, covenant or other term thereof, will conflict with or result in a
breach of the Junior Lienholder Documents or the Junior Lienholder Note; and

(d)  The Junior Lienholder intentionally and unconditionally waives,

relinquishes, subjects and subordinates the claims, liens or charges upon the
Development of the Junior Lienholder Documents, all present and future indebtedness

Page 4 of 14



and obligations secured thereby, in favor of the claims, liens or charges upon the
Development of the ARRA Deed of Trust and the TCAC Regulatory Agreement, and
understands that in reliance upon, and in consideration of, this waiver, relinquishment,
subjection, and subordination, the ARRA Loan and advances thereof are being and will
be made and, as part and parcel thereof, specific monetary and other obligations are
being and will be entered into which would not be made or entered into but for said
reliance upon this waiver, relinquishment, subjection and subordination.

ol The Senior Lender would not make the ARRA Loan without this
Agreement.
6. This Agreement shall be binding on and inure to the benefit of the legal

representatives, heirs, successors and assigns of the parties.

7. This Agreement shall be governed by and construed in accordance with the
laws of the State of California.

8. In the event that any party to this Agreement brings an action to interpret or enforce
its rights under this Agreement, the prevailing party in such action shall be entitled to recover
its costs and reasonable attorneys' fees as awarded by the court in such action.

9. This Agreement may be signed by different parties hereto in counterparts
with the same effect as if the signatures to each counterpart were upon a single instrument.
All counterparts shall be deemed an original of this Agreement.

10. Notices. Except as otherwise specified herein, all notices to be sent pursuant to
this Agreement shall be made in writing, and sent to the Parties at their respective addresses
specified below or to such other address as a Party may designate by written notice delivered
to the other parties in accordance with this Section. All such notices shall be sent by:

(a) personal delivery, in which case notice is effective upon delivery;

(b) certified or registered mail, return receipt requested, in which case notice shall be
deemed delivered upon receipt if delivery is confirmed by a return receipt;

(c) nationally recognized overnight courier, with charges prepaid or charged to the
sender’s account, in which case notice is effective on delivery if delivery is confirmed by the
delivery service;

(d) facsimile transmission, in which case notice shall be deemed delivered upon
transmittal, provided that (a) a duplicate copy of the notice is promptly delivered by first-class
or certified mail or by overnight delivery, or (b) a transmission report is generated reflecting the
accurate transmission thereof. Any notice given by facsimile shall be considered to have
been received on the next business day if it is received after 5:00 p.m. recipient’s time or on a
nonbusiness day. ‘
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Agency:

Senior Lender:

Borrower:

The County of Riverside
3403 Tenth Street, Suite 500
Riverside, Ca 92501

California Tax Credit Allocation Committee
915 Capitol Mall, Rm. 487

Sacramento, CA 95814

CA-2009-525

MV Rancho Dorado Il Limited Partnership
P.O. Box 3958
Palm Desert, CA 92261

SIGNATURE PAGE FOLLOWS
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NOTICE: THIS SUBORDINATION AGREEMENT CONTAINS A PROVISION WHICH
ALLOWS THE PERSON (OR ENTITY) OBLIGATED ON YOUR REAL PROPERTY
SECURITY TO OBTAIN A LOAN A PORTION OF WHICH MAY BE EXPENDED FOR
OTHER PURPOSES THAN IMPROVEMENT OF THE LAND.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set
forth above and agree to be bound hereby:

JUNIOR LIENHOLDER:

COUNTY OF RIVERSIDE

By: M G /}\%
MARION ASHLEY

Chairman, Board of Supervisors

APPROVED AS TO FORM:
PAMELA J. WALLS
County Counsel

C By\ba"gglg e Q.01 S& 4/5\%"5

Deputy Michelle Clack

ATTEST:
KECIA HARPER-IHEM
Clerk of the Board
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STATE OF CALIFORNIA

COUNTY OF RIVERSIDE

On May 18, 2010, before me, Karen Barton, Board Assistant, personally appeared Marion
Ashley, Chairman of the Board of Supervisors, who proved to me on the basis of satisfactory
evidence to be the person whose name is subscribed to the within instrument and acknowledged
to me that he executed the same in his authorized capacity, and that by his signature on the
instrument the person, or the entity upon behalf of which the person acted, executed the
instrument; and that a copy of this paper, document or instrument has been delivered to the
chairperson.

I certify under the penalty of perjury under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal

Kecia Harper-Them
Clerk of the Board of Supervisors

o JAMMBA

Deputy ¢

(SEAL)

THIS ACKNOWLEDGEMENT IS SUBMITTED PURSUANT TO GOVERNMENT C ODE § 25103



BORROWER:

MV RANCHO DORADO 1T LIMITED PARTNERSHIP, a
California limited partnership

By:  Palm Desert Development Company, a California
corporation, its administrative general partner

By:

Danavon L. Horn, President

By:  Housing Corporation of America, a Utah nonprofit
corporation, its managing general partner

By:
Ronald H. QOlson, President

ENIOR LENDER:

California Tax Credit Allocation Committee, a public agency of the State of California

By:

William J. Pavao
Executive Director

[Signatures must be acknowledged]
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ACKNOWLEDGMENT

State of California County of )

On before me,
(insert name and title of the officer)

personally appeared
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the i nstrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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ACKNOWLEDGMENT

State of California County of )

On before me,
(insert name and title of the officer)

personally appeared .
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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ACKNOWLEDGMENT

State of California County of )

On before me,
(insert name and title of the officer)

personally appeared
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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ACKNOWLEDGMENT

State of California County of )

On before me,
(insert name and title of the officer)

personally appeared ;
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the i nstrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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ACKNOWLEDGMENT

State of California County of )

On before me,
(insert name and title of the officer)

personally appeared
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the i nstrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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EXHIBIT A

Legal Description of the Property

The land is situated in the City of Moreno Valley, County of Riverside , State of California, and is described as
follows:

PARCEL 1 AS SHOWN BY PARCEL MAP NO. 36075, ON FILE IN BOOK 228, PAGES 58 THROUGH
62, INCLUSIVE, OF PARCELS MAPS, RECORDS OF RIVERSIDE COUNTY, CALIFORNIA.

APN: 486-070-007 Portion
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