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HOME INVESTMENT PARTNERSHIPS PROGRAM (HOME) 
 

REGULATORY AGREEMENT 
 

 THIS REGULATORY AGREEMENT (the “Agreement”) is made and entered into this ___ 
day of ________ 2020 (the “Effective Date”), by and between Penn Valley Pacific Associates, a 
California Limited Partnership (“Borrower”) and County of Nevada, a Public Body Corporate and 
Politic (“County”). Borrower and County are referred to collectively herein as the “Parties”. 

 
Recitals 

 
A. Borrower is the owner of real property located in the city of Penn Valley, California and more 

fully described in Exhibit A (the “Property”). 
 
B. Borrower has proposed to develop the Property by constructing thereon a 31-unit rental 

housing development (including 1 manager’s unit) of which three units will be Assisted 
Units (defined below) to be occupied by Low Income Households (the “Development”). 

 
C. The Development will be financed in whole or in part and regulated by a permanent loan 

from County in a principal amount of not to exceed $304,768.00 (the “HOME Loan”) from 
proceeds of loans previously made under the Home Investment Partnerships Program (the 
“HOME Program”). The HOME Loan will be provided to Borrower by County in 
accordance with 42 USC 12741 et seq., 24 CFR Part 92, California Health and Safety 
Section 50896 and Title 25, California Code of Regulations, Sections 8200 through 8220, 
(together, the “HOME Regulations”). The proceeds of the HOME Loan shall be 
disbursed, used and governed by the HOME Loan Agreement by and between County and 
Borrower of even date herewith (“HOME Loan Agreement”). 

 
D. The HOME Loan Agreement, including all exhibits and attachments thereto, are 

incorporated in full by reference into this Agreement. In the event of any inconsistencies 
between the terms set forth in the HOME Loan Agreement and the terms of this Agreement, 
the terms of this Agreement shall prevail. 

 
E. Borrower agrees to abide by all provisions of the HOME Loan Agreement with respect to 

the Development. Borrower shall execute a promissory note evidencing its obligation to 
repay the HOME Loan (the “Note”) and a deed of trust in favor of County to be recorded 
against Borrower’s interest in the Property securing repayment of the Note (the “Deed of 
Trust”). Borrower agrees to be bound by all terms and conditions of the Note and Deed of 
Trust. The Note, the Deed of Trust, the HOME Loan Agreement, the Subordination 
Agreement dated ___________________ (the “Subordination Agreement”), and this 
Agreement are collectively referred to herein as the “HOME Loan Documents”. 

 
F. As further consideration for the HOME Loan and in furtherance of the purposes of the 

HOME Program, Borrower has agreed to enter into this Agreement. The purpose of this 
Agreement is to regulate and restrict occupancy, rents, operations, ownership and 
management of the Development in compliance with the requirements of the HOME 
Program. 

 



 

G. The Borrower has agreed to pay an Annual Monitoring Fee and has included said fee in 
their HOME application and operating budget. 

 
 NOW, THEREFORE, the Parties agree as follows: 

 
1. Recitals. The foregoing recitals are a part of this Agreement. 
 
2. Property. The Development will be located on the Property.  
 
3. Definitions. Unless the context requires otherwise, the terms used in this Agreement shall be 

governed by the definitions set forth in 24 CFR Part 92, and 25 Cal. Code of Regulations 
Section 8201. All references to code sections refer to Title 25 of the California Code of 
Regulations, unless otherwise noted.  Capitalized terms used but not defined herein shall have 
the respective meanings given to them in the HOME Loan Agreement.  

 
For the purposes of this Agreement, the following additional definitions shall apply: 
 
a. “Area Median Income” means the median income applicable to Penn Valley, CA or 

Nevada County, CA, as applicable, as published from time to time by the United States 
Department of Housing and Urban Development (“HUD”). 

 
b. “Assisted Unit” means a dwelling unit, the construction and operation of which is 

regulated by this Agreement. 
 
c. “Eligible Households” means Low Income Households as determined by the tenant 

selection provisions of a County approved Management Plan. 
 
d. “Fiscal Integrity” means that the total of Operating Income plus funds released 

pursuant to this Agreement from the Operating Reserve account is sufficient to (1) pay 
all current Operating Expenses, (2) pay all current approved debt service, (3) fully fund 
for at least 12 consecutive months all reserves established pursuant to this Agreement, 
and (4) pay other extraordinary costs permitted by this Agreement. The ability to pay any 
or all of the annual permitted distribution shall not be considered in determining fiscal 
integrity. 

 
e. “High HOME Rents” means rents calculated annually by HUD and that are the lesser of 

the Fair Market Rents, as determined by HUD, or a rent that does not exceed thirty 
percent (30%) of sixty-five percent (65%) of Area Median Income. 

 
f. “Initial Operating Year” means the first year of operations, or portion thereof, of the 

rehabilitated or newly constructed rental housing development beginning at the time of 
initial occupancy of an Assisted Unit and ending on the last day of the fiscal year of the 
Development. 

 
g. “Low HOME Rents” means rents calculated annually by HUD and that are thirty percent 

(30%) of fifty percent (50%) of Area Median Income. 
 



 

h. “Low Income Household” means persons or families whose incomes are eighty percent 
(80%) or less of the Area Median Income. 

 
i. “Net Cash Flow” means Residual Receipts as determined under Section III (i) hereof. 
 
j. “Operating Expenses” for each calendar year during the term of the Loans, the following 

costs reasonably and actually incurred for operation and maintenance of the Development to 
the extent that they are consistent with an annual independent audit performed by a certified 
public accountant using generally accepted accounting principles: all state and local property 
and other taxes and annual assessments imposed on the Development; premiums for property 
damage and liability insurance; debt service currently due and payable on a non-optional basis 
(excluding debt service due from residual receipts or surplus cash of the Development) on 
loans that have been approved by County and which are secured by deeds of trust senior in 
priority to County’s Deed of Trust (“Approved Senior Loan”); utility services not paid for 
directly by tenants, including but not limited to water, sewer, trash collection, gas and 
electricity; maintenance and repair including but not limed to pest control, landscaping and 
grounds maintenance, painting and decorating, cleaning, common systems repairs, general 
repairs, janitorial, supplies, and others; any annual license or certificate of occupancy fees 
required for operation of the Development; general administrative expenses including but not 
limited to advertising and marketing, security services and systems, and professional fees for 
legal, audit and accounting; property management fees and reimbursements including on-site 
manager expenses, not to exceed fees and reimbursements which are standard in the industry 
and pursuant to a management contract approved by County; and cash deposited into a reserve 
for capital replacements of Development Projects and an operating reserve in such reasonable 
amounts as are approved by County, (i) Asset Management Fee (as that term is defined in the 
Amended and Restated Agreement of Limited Partnership of Borrower (the “Partnership 
Agreement”)) paid to the limited partner of Borrower pursuant to the Partnership Agreement, 
(ii) Partnership Management Fee (as that term is defined in the Partnership Agreement) equal 
to $3,100.00 per year paid to the nonprofit Managing General Partner of Borrower and 
deferred developer fees payable out of Residual Receipts, (iii) Incentive Leasing Fee (as that 
term is defined in the Partnership Agreement) not to exceed $75,000.00 payable out of 
Residual Receipts, and (iv) Incentive Management Fee (as that term is defined in the 
Partnership Agreement) paid to the Administrative General Partner pursuant to the Partnership 
Agreement.  Annual Operating Expenses shall not include the following:  debt service 
payments on any loan which is not an Approved Senior Loan, including without limitation, 
unsecured loans or loans secured by deeds of trust which are subordinate to County’s Deed of 
Trust other than the deferred developer fee loan; depreciation, amortization, depletion or other 
non-cash expenses; capital expenditures;  expenses paid for with disbursements from any 
reserve account except to the extent such disbursal is accounted as Gross Revenue; any amount 
paid to Borrower, or any entity controlled by the persons or entities in control of Borrower 
(unless such payment to Borrower consists of fees paid to a property management agent or 
resident services agent or is specifically provided for hereinabove including, without 
limitation, the deferred developer fee).  

 



 

k. “Operating Income” means all income generated in connection with operation of the 
rental housing development including rental income from Assisted Units and non-
Assisted Units, rental income from nonresidential space, laundry or equipment rental 
fees, insurance proceeds from business interruption or lost income, forfeited deposits, 
rental subsidy payments, and interest on any accounts related to the rental housing 
development. “Operating Income” does not include tenant security and equipment 
deposits (except to the extent surrendered to cover rent, damages or other sums 
owed by the tenant under their lease agreements), payments received from voluntary 
direct or supportive tenant services, or tax benefits received by the sponsor. 

 
l. “Operating Loans” means loans made by the general partner of the Borrower to the 

project, for the purpose of covering any operating deficits, and to be repaid through 
distributions of Net Operating Income. 

 
m. “Period of Affordability” is defined in Section 8 hereof. 
 
n. “Rent” means all charges, other than deposits, paid by the tenant for the use and 

occupancy of an Assisted Unit and any mandatory charge for direct or supportive 
tenant services in a rental housing development, including a utility allowance in an 
amount determined by HUD. 

 
o. “Residual Receipts” means the balance of Operating Income minus Operating 

Expenses as defined in Section III (i) hereof. 
 
p. “Tax Credit Adjuster Payments” means any payments required to compensate the 

investor limited partner for the amount by which the actual tax credits are or will be 
less than the projected tax credits over the credit period. Payment is provided for in the 
Partnership Agreement. 

 
q. “Very Low Income Household” means low-income persons or families whose 

incomes are fifty percent (50%) or less of the Area Median Income. 
 
r. Reserved 

 
s. “Annual Monitoring Fee” means the fee paid by Borrower to the County to cover the 

cost of monitoring the project. The total amount of the Annual Monitoring Fee in the 
Initial Operating Year shall be $2,000, which shall increase annually at a rate of 
3.00%. If in any given year the Borrower determines that the payment of the Annual 
Monitoring Fee will negatively affect the project, a full or partial deferral of the fee 
may be requested. The County will review the request and make a determination. If 
a deferral of the Annual Monitoring Fee is granted by the County, said fee shall be 
paid in future years, prior to any distribution of Asset Management Fees. 

 
4. Compliance with Program Requirements. 
 



 

a. Borrower agrees that at all times its acts regarding the Development and the use of funds 
provided herein shall be in conformity with all provisions of the HOME Program, 
including the statutes, the HOME Regulations and such policies and procedures of 
County, the Department and HUD pertaining thereto. Borrower acknowledges that it 
is familiar with such applicable provisions and has been professionally advised to the 
extent necessary for the purpose of enabling Borrower to fully comply with such 
provisions. 
 

b. The financial assistance provided under the HOME Program is governed by 24 CFR 
Part 92. With respect to the assistance, Borrower agrees to comply with all requirements 
and obligations as described in 24 CFR Part 92, as well as all provisions governing 
the use of HOME funds. Borrower further agrees to comply with the directives of County 
as necessary to ensure compliance with the obligations of County as set forth in its 
agreements with HUD and/or the Department regarding the use of HOME funds. 

 
c. County acknowledges that the Development is being developed and operated so that one 

hundred percent (100%) of the units (other than the unit occupied by resident managers) 
will qualify for low income housing tax credits under Section 42 of the Internal Revenue 
Code of 1986, as amended (the “Code”) (“LIHTCs”). County agrees that nothing in the 
HOME Loan Documents shall require Borrower to violate the requirements of Section 
42 of the Code or the Treasury Regulations promulgated thereunder, or to operate the 
Development in a manner that would prevent one hundred percent (100%) of the units 
(other than units occupied by resident managers) from qualifying for LIHTCs. 
 

5. Term of Agreement. The term of this Agreement shall commence upon its recordation in the 
Official Records of Nevada County and remain in full force and effect and apply to the 
Development through and including the date which is fifty-five (55) years from the date of 
“Project Completion” as specified at 24 CFR 92.2, regardless of any prepayment of the 
HOME Loan or sale, assignment, transfer or conveyance of the Development, unless 
terminated earlier by County pursuant to the terms of this Agreement or extended by the 
mutual consent of the Parties. Notwithstanding the foregoing, this Agreement shall terminate 
upon the involuntary non-compliance with the provisions of this Agreement caused by 
fire, seizure, change in federal law or action of a federal agency after the date hereof which 
prevents County from enforcing the provisions hereof, or condemnation or a similar event; 
provided, however, that the preceding provisions of this sentence shall cease to apply and the 
restrictions contained herein shall be reinstated if, at any time subsequent to the termination 
of such provisions.   
 

6. Assisted Unit Schedule. Upon occupancy following the completion of construction, 
Borrower shall rent Assisted Unit in accordance with this Agreement, the Schedule of 
Assisted Units set forth in Exhibits B and E, attached hereto and incorporated herein. 
 



 

7. Tenant Selection Standards. Borrower shall rent Assisted Units in the Development only to 
Eligible Households in accordance with the Management Plan approved by and on file with 
County pursuant to this section. Such Management Plan may be periodically altered and 
such alteration must be submitted to and approved by County prior to use. At all times, a 
minimum of twenty percent (20%) of the Assisted Units must be rented to Very Low Income 
Households and, at initial occupancy, no less than ninety percent (90%) of the Assisted Units 
shall be occupied by households whose incomes are at sixty percent (60%) and below of 
Area Median Income, unless stricter limitations are set forth in Exhibits B and E, attached 
hereto and incorporated herein. The Management Plan shall include among other things: (1) 
detailed actions to be taken by Borrower to affirmatively market vacant units in a manner 
which ensures equal access to all persons in any category protected by federal, state or 
local laws governing discrimination, and regardless of any arbitrary factor; (2) specific 
reasonable criteria for determination of tenant eligibility, including household size in 
accordance with the minimum occupancy standard specified in the HOME Regulations; 
(3) a requirement that eligible tenants be selected based on order of applications, lottery, 
or other reasonable method approved by County; (4) specific procedures through which 
tenant applicants deemed to be ineligible shall be notified of the reason for their ineligibility 
and may appeal this determination; (5) a requirement for maintenance of a waiting list of 
eligible applicants; (6) specific procedures for obtaining information regarding prospective 
tenants’ incomes as necessary to certify that such income does not exceed the lower or very 
low income limit; and (7) affirmative fair housing marketing procedures as specified in the 
Affirmative Fair Housing Marketing Plan Compliance Regulations of HUD, 24 CFR Part 
200.620(a)-(c), or similar affirmative fair housing marketing plan as approved by County. 

 
8. Period of Affordability. “Period of Affordability” means a period of the years as listed 

below beginning from the date of Project Completion as defined by 24 CFR 92.2 wherein the 
Development must meet the affordability requirements contained herein. The period of years 
shall consist of the Federal period of affordability (the “Federal Period”) and the State period 
of affordability (the “State Period”) which shall run concurrently from the date of Project 
Completion. The Federal Period is a term of twenty (20) years, and the State Period is a term 
of fifty-five (55) years. The Federal Period is established by HOME Federal Regulations 
(the “Final Rule”), 24 CFR 92.254(e), and the State Period is established by HOME 
Investment Partnership Program Regulations section 8208 in effect as of March 26, 1996. 

 
9. Marketing Plan. 

 
a. Borrower shall prepare and implement a Marketing Plan, subject to prior approval by 

County, which approval shall not be unreasonably withheld or delayed, which specifies 
how Borrower intends to market the Development to prospective tenants in the 
Development’s market area. The Marketing Plan shall specifically address how 
Borrower intends to market the Development to underserved populations in 
Development market area and the frequency of marketing efforts. County agrees that 
Borrower may utilize the HUD 935.2 Affirmative Fair Housing Marketing Plan for these 
purposes. 



 

b. Borrower agrees to evaluate the effectiveness of the Marketing Plan in reaching 
underserved populations on an annual basis and to revise it as necessary to better reach 
underserved populations that are not being reached. The revised Marketing Plan shall 
be submitted to County for approval, which approval shall not be unreasonably withheld 
or delayed, prior to implementation. 

 
10. Nondiscrimination. Borrower shall not discriminate against any tenant or prospective 

tenant on the basis of race, color, national origin, religion, sex, age, disability, familial 
status, nor any other arbitrary factor in violation of any state, federal or local law governing 
discrimination in rental housing. 

 
11. Rental Agreement and Occupancy Procedures (the “Lease”). 

 
a. Each Eligible Household selected to occupy a unit in the Development shall enter into 

a written rental agreement with Borrower on a form approved by County, containing 
such provisions as are required by the HOME Regulations (the “Lease”). The Lease shall 
be for a term of not less than one (1) year unless a shorter term is mutually agreed upon 
between Borrower and tenant, but in no event shall any lease be for a term of less than 
six (6) months. 

 
b. Each Lease shall not contain any of the following provisions: 

 
1) Agreement by the tenant to be sued, to admit guilt, or to a judgment in favor of 

Borrower or Borrower’s agent in a lawsuit brought in connection with the Lease; 
 
2) Agreement by the tenant that Borrower may take, hold, or sell personal property 

of household members without notice to the tenant and a court decision on the 
rights of the parties. This prohibition, however, does not apply to an agreement by 
the tenant concerning disposition of personal property remaining in the housing unit 
after the tenant has moved out of the unit. Borrower may dispose of this personal 
property in accordance with State law; 

 
3) Agreement by the tenant not to hold Borrower or Borrower’s agents legally 

responsible for any action or failure to act, whether intentional or negligent; 
 
4) Agreement of the tenant that Borrower or Borrower’s Agent may institute a lawsuit 

without notice to the tenant; 
 

5) Agreement by the tenant that Borrower or Borrower’s agent may evict the tenant or 
household members without instituting a civil court proceeding in which the tenant 
has the opportunity to present a defense, or before a court decision on the rights of the 
parties; 
 



 

6) Agreement by the tenant to waive any right to a trial by jury; 
 

7) Agreement by the tenant to waive tenant’s right to appeal, or to otherwise 
challenge in court, a court decision in connection with the Lease; and 
 

8) Agreement by the tenant to pay attorneys’ fees or other legal costs even if the 
tenant wins in a court proceeding by the owner against the tenant. The tenant, 
however, may be obligated to pay costs if the tenant loses. 

 
c. Borrower shall establish reasonable rules of conduct and occupancy. Such rules 

shall be consistent with state law and the HOME Regulations. Said rules shall be in 
writing and shall be given to each tenant upon occupancy. Any change shall become 
effective no fewer than thirty (30) days after giving written notice thereof to each 
household. 

 
d. Borrower shall not terminate the tenancy or refuse to renew the Lease of a tenant of 

rental housing assisted with HOME funds except for serious or repeated violation of 
the terms and conditions of the Lease; for violation of tenancy period; or for other 
good cause. Any termination or refusal to renew a Lease shall be by the owner’s 
service upon the tenant of a written notice in compliance with State law and 
specifying the grounds for the action. 

 
e. Borrower shall maintain the premises in compliance with all applicable housing 

quality standards and local code requirements.  
 

12. Rents. 
 

a. For all Assisted Units, Rents shall not exceed High HOME Rents less a utility 
allowance.  For Assisted Units that are set-aside for Very Low Income Households, 
HOME rents shall not exceed Low HOME Rents less a utility allowance. 

 
b. A minimum of twenty percent (20%) of all Assisted Units shall be occupied by 

Very Low Income Households at Rents that are no greater than the Low HOME 
Rents less a utility allowance, unless stricter limitations are set forth in Exhibits B 
and E, attached hereto and incorporated herein. 

 
c. Any household certified as an Eligible Household upon occupancy but whose 

income increases above the eligibility level must pay as Rent the lesser of the 
amount payable by the tenant under State or local law or thirty percent (30%) of the 
household’s adjusted monthly income; except that, Assisted Units subject to low-
income tax credit rules under Section 42 of the Code shall be governed by such rules. 

 
d. Notwithstanding the foregoing or any other requirements and/or restriction 

contained herein, the Rent charged on the Assisted Units shall not exceed the rent 
applicable to an individual or family qualifying under the percentage of Area 
Median Income as follows: Three (3) Assisted Units shall be rented at thirty 
percent (30%) of Area Median Income. See Exhibit E for specifics. 

 



 

13. Security Deposits. 
 

a. Security deposits shall be required of tenants only in accordance with State law and 
this Agreement. 

 
b. Any security deposits collected by Borrower or Borrower’s agent shall be kept 

separate and apart from all other funds of the Development in a trust account with 
a depository insured by the Federal Deposit Insurance Corporation (F.D.I.C.), or 
other comparable federal deposit insurance program, and shall be held and 
disbursed in accordance with State law. The balance of such account shall at all 
times equal or exceed the aggregate of all outstanding obligations under said 
account, plus accrued interest thereon. 

 
14. Certification of Tenant Income and Household Size. 

 
a. The income and household size of all households occupying Assisted Units shall 

be certified by Borrower prior to occupancy and re-certified annually thereafter in 
a manner approved by County and specified in the Development’s Management 
Plan. 

 
b. If the income of a tenant upon re-certification exceeds the upper limit for Low 

Income Households, and there are no other requirements statutorily imposed by 
another federal or State funding source or tax credit program, including Section 42 
of the code, that tenant shall not have his or her Lease terminated as a result thereof, 
but shall be charged Rents as provided in Section 12 (c). 

 
c. Subject to Section 14(b), where a household occupying a unit designated for 

occupancy by a Very Low Income Household no longer so qualifies at the time of 
re-certification, but qualifies as an otherwise Eligible Household, the Rent 
appropriated for that income level shall be charged. 

 
d. County acknowledges that the household size appropriate for each unit shall 

be determined according to the LIHTC rules and regulations. 



 

15. Assisted Unit Substitutions. 
 

a. For purposes of this Section, “comparable” units shall be those listed in the same 
group in the Comparable Unit Schedule set forth in Exhibit C, attached hereto and 
incorporated herein. 

 
b. Number of people per bedroom: 

 
Borrower shall rent vacant units to households with no less than the number of 
people specified in the following schedule: 

 
Unit Size Minimum Number of Persons in Household 

SRO 1 
0-BR 1 
1-BR 1 
2-BR 2 
3-BR 4 
4-BR 6 
5-BR 8 

 
c. If, upon re-certification, the income of a household occupying an Assisted Unit 

reserved for occupancy by Low Income Households exceeds the upper limit for 
Low Income, Borrower may designate such household’s unit as a non-Assisted 
Unit, provided that all of the following conditions are satisfied: 

 
1) Not later than the date Borrower designates the unit as non-Assisted, 

Borrower also makes available a comparable vacant unit previously 
designated as non-Assisted to be designated as an Assisted Unit, or 
designates a previously non-Assisted Unit occupied by a Low Income 
Household as an Assisted Unit, or agrees to occupy the next available unit 
with a Low Income Household; and 

 
2) The Rent charged for the newly designated Assisted Unit will not exceed 

the High HOME Rent as shown in Exhibit E attached hereto. 
 

d. Subject to the limitations imposed by Exhibit E, where a household occupying an 
Assisted Unit reserved for occupancy by Very Low Income Households no longer 
qualifies as Very Low Income at the time of re-certification, but qualifies as a Low 
Income Household, the following shall apply: 

 
1) Borrower shall designate the unit as an Assisted Unit for Low Income 

Households; 



 

2) Borrower may increase the household’s Rent up to the High HOME Rent 
as shown in Exhibit E attached hereto; 

 
3) Borrower shall designate the next available comparable Assisted Unit 

reserved for Lower Income Households as an Assisted Unit reserved for 
Very Low Income Households as shown in Exhibit E attached hereto; and 

 
4) The Rent charged for the newly designated Assisted Unit reserved for Very 

Low Income Households shall not exceed the Low HOME Rent as shown 
in Exhibit E attached hereto. 

 
16. Rental Agreement and Grievance Procedures. 

 
The rental agreement and grievance procedures shall be in accordance with California 
Code of Regulations, Title 25, Division 1, Chapter 7, Subchapter 19, Section 8307. 

 
a. One-year Term. All rental or occupancy agreements for HOME-assisted units shall 

be for a term of not less than one (1) year unless by mutual agreement between the 
tenant and Borrower. 

 
b. County Approval. All rental or occupancy agreements shall be on a form approved 

by County and shall include the following: 
 

1) Provisions requiring good cause for termination of tenancy; 
 

2) A provision requiring that the facts constituting the grounds for any eviction 
be set forth in the notice provided to the tenant pursuant to state law; 

 
3) A notice of grievance procedures for hearing complaints of tenants and 

appeal of management action; and 
 

4) A requirement that the tenant actually recertify household income and size. 
 

17. Foreclosure after Development Completion. Borrower promises, covenants, 
warrants and represents that it shall complete the Development. Whether or not the 
Development is in fact completed shall be solely determined by the County. Should the 
Development in fact have been completed, then the Period of Affordability shall 
terminate upon foreclosure or transfer in lieu of foreclosure, except that the affordability 
restrictions shall be revived according to the original terms if, (a) during the original Period 
of Affordability, the owner of record before the foreclosure, or deed in lieu of foreclosure, 
or any entity that includes the former owner or those with whom the former owner has or 
had family business ties, obtains an ownership interest in the Development or the Property, 
or if (b) the foreclosing entity or transferee in lieu of foreclosure assumes in writing and 
agrees to be bound by the the HOME Loan Documents. 

 



 

18. Maintenance and Management. 
 

a. Borrower is specifically responsible for all maintenance, repair and management 
functions for the Development, including without limitation, selection of tenants, 
re-certification of household income and size, evictions, collection of rents, routine 
and extraordinary repairs and replacement of capital items. Borrower shall maintain 
all units and common areas in a safe and sanitary manner in accordance with local 
health, building, and housing codes, HUD housing quality standards pursuant to 24 
CFR Section 882.109, and the Management Plan described above. 

 
b. Borrower may, with the prior written approval of County, contract with a 

management agent for the performance of the services or duties required in 
Section 18(a). However, such an arrangement does not relieve Borrower of 
responsibility for proper performance of these duties. Such contract shall contain 
a provision allowing Borrower to terminate the contract without penalty upon no 
more than thirty day’s (30) notice. Upon a determination by County, and notice 
to Borrower thereof, that the management agent has failed to operate the 
Development in accordance with this Agreement, Borrower shall exercise such 
right of termination forthwith and shall make immediate arrangements, which shall 
be subject to County approval, for continuing performance of the requirements of 
this Agreement. 

 
c. Borrower may operate the Development itself only with prior written approval of 

County. Subject to the terms of the Subordination Agreement and upon a 
determination by County and notice to Borrower thereof, that Borrower has failed 
to operate the Development in accordance with this Agreement, County may 
require Borrower to contract with management agent to operate the Development, 
or to make such other arrangements as County deems necessary to ensure 
performance of the requirements of this Agreement. 

 
19. Hazard and Liability Insurance. 

 
a. Borrower shall at all times keep the Development insured against loss by fire, flood 

(as required pursuant to 24 CFR 92.358), and such other hazards, causalities, 
liabilities and contingencies, and in such amounts and for such periods as set forth 
in Exhibit D, attached hereto and made a part hereof. All insurance policies and 
renewals thereof shall be issued by a carrier and in a form acceptable to County. 
Property insurance policies shall name County as an additional loss payee and 
liability insurance policies shall name County as additionally insured, as approved 
by County. 



 

b. Insurance proceeds and condemnation awards for any loss to or taking of the 
Development, or any portion thereof, shall be applied or utilized by Borrower as 
provided in the Deed of Trust executed by Borrower and referred to in the Recitals 
hereof. 

 
20. Annual Report. Borrower shall file with County an annual report, as required by 24 CFR 

part 92 and 25 Cal. Code of Regulations, Section 8218(a) (2) no later than ninety (90) days 
after the end of each fiscal year as established for the Development pursuant to Section 
18(a) of this Agreement. The report shall contain a certification by Borrower as to such 
information as County may then require including, but not limited to the following: 

 
a. The fiscal condition of the Development, including a financial statement for the 

previous fiscal year that includes a balance sheet and a profit and loss statement 
indicating any surplus or deficit in operating accounts; a detailed itemized listing 
of income and expenses; the amounts of any fiscal reserves and the total amount of 
Residual Receipts (defined below) received. Such financial statement shall be 
prepared in accordance with the requirements of County. County may require that 
the financial statement be audited at Borrower’s expense by an independent 
certified public accountant acceptable to County or other person designed by 
County. 

 
b. The substantial physical defects in the Development, including a description of any 

major repair or maintenance work undertaken or needed in the previous and current 
fiscal years. Such statement shall describe what steps Borrower has taken in order 
to maintain the Development in a safe and sanitary condition in accordance with 
applicable housing and building codes. 

 
c. The occupancy of the Development indicating: 

 
1) The verified income of each current household; and 

 
2) The current rents charged each household and whether these rents include 

utilities. 
 

d. General management performance, including tenant relations and other relevant 
information. 

 
e. A summary of the information received from the re-certification of tenants’ 

incomes. 
 

f. Evidence of a currently paid hazard and flood insurance policy, with loss payable 
to County in the amounts specified in Exhibit D. 



 

g. Evidence of currently paid liability insurance policy, naming County as an 
additional loss payee in the amounts specified in Exhibit D. 

 
h. Other information reasonably required by County, including those items listed 

in Section II.D.1-8 of the HOME Loan Agreement. 
 

21. COUNTY Review and Inspections. 
 

a. Upon not less than forty-eight (48) hours’ notice to Borrower, County or its 
designee may, at any time during the term of the HOME Loan, enter and inspect the 
physical premises and inspect all accounting records pertaining to the construction 
or operation of the Development. Upon request by County, Borrower shall notify 
occupants of upcoming inspections of their units in accordance with State law. 

 
b. County may perform or cause to be performed audits of any and all phases 

of Borrower’s activities related to the Development. At County’s request, Borrower 
shall provide, at its own expense, an audit of the financial condition of the 
project certified by an independent certified public accountant. 

 
c. County may request any other information that it deems necessary to monitor 

compliance with requirements set forth in this Agreement. Borrower shall promptly 
provide such information. 

 
22. Annual Operating Budget. 

 
a. The fiscal year for the Development shall commence on January 1 and conclude on 

December 31. 
 

b. No later than sixty (60) days prior to the beginning of each subsequent fiscal year 
of the Development, Borrower shall submit to County a proposed annual operating 
budget on a form provided by County. The proposed annual operating budget shall 
set forth Borrower’s estimate of the Development’s income, operating expenses 
and debt service for the upcoming year, reserves, proposed rent adjustments, and a 
year- to-date operating statement. Annual operating budgets and rent adjustments 
are subject to approval by County. 

 
c. Annual operating budgets are subject to written approval by County in 

accordance with the terms of the Subordination Agreement. Increases of three 
and one half percent (3.5%) or less in the total operating budget and increases 
in specific operating expense categories (i.e. renting expenses, special expenses, 
utility expenses, operations and maintenance expenses, taxes and insurance 
expenses) of three and one half percent (3.5%) or less shall be deemed 
approved by County. 



 

Borrower shall operate the Development in accordance with the approved annual 
budget. 

 
d. Annual rent adjustments are subject to written approval by County. For the 

projects approved by County using High HOME rents, rent increases that do not 
exceed the upper limits for High HOME rents less a utility allowance shall be 
deemed approved by County. For projects approved by County using Low HOME 
rents less a utility allowance, rent increases that do not exceed the upper limits for 
Low HOME rents shall be deemed approved by County. For projects approved by 
County using rents below Low HOME rents, rent increases, which do not exceed 
the most, recently published annual Labor Statistics Consumer Price Index, 
Residential Rent for All Urban Consumers for the West (CPI) shall be deemed 
approved by County. In the event this particular CPI index is no longer published, 
County shall select a similar index for this purpose. 

 
e. Borrower shall operate the Development in accordance with the First-Year 

Operating Budget approved by and on file with County. Such budget shall show 
all anticipated income, debt service and expenses for management, operations, 
reserves and maintenance for the first fiscal year or portion thereof following initial 
occupancy. 

 
23. Required Reserves. 

 
a. Commencing no later than the end of the second month following the initial 

occupancy of the Development or such other date, as County shall designate in 
writing, Borrower shall establish a segregated interest-bearing Replacement 
Reserve account in an F.D.I.C. or other comparable federally insured financial 
institution. Borrower shall make monthly deposits from Operating Income to the 
Replacement Reserve account in amounts as specified in the approved Initial 
Year Operating Budget and subsequent annual budgets. Initially, the annual deposit 
shall be Twelve Thousand Dollars and No Cents ($12,000.00) based on $500 per 
unit per year, or such other amount as approved by County in the Initial Year 
Operating Budget. County may review the adequacy of these monthly deposits on 
an annual basis, and require adjustments, as it deems necessary. Notwithstanding 
the foregoing, at a date that is five (5) years from the Effective Date of this 
Agreement and every five (5) years thereafter, and at the request of County, 
Borrower shall engage the services of a third- party professional to prepare a 
physical needs assessment of the replacement needs of the Development. The 
annual deposit to the Replacement Reserve account shall be adjusted based upon 
the results of the physical needs assessment report. The cost for the report shall be 
an eligible expense from the Replacement Reserve account. Withdrawals are 
subject to approval by County and the Department and shall only be made for 
capital improvements, such as replacing or repairing structural elements, furniture, 
fixtures or equipment of the Development that are reasonably required to 



 

preserve the Development. The annual deposit required under the Replacement 
Reserve and Security Agreement executed in connection with Borrower’s 
permanent financing is deemed to have satisfied the requirements under this Section 
so long as the annual deposit required thereunder is consistent with the 
requirements herein. 

 
b. Upon receipt of the third installment of capital contribution from Borrower’s 

investor limited partner (as such installment is made pursuant to the terms of the 
Partnership Agreement), Borrower shall establish and fully fund an operating 
reserve account in the amount of Seventy Nine Thousand Ninety Dollars and No 
Cents ($79,090.00) (the “Operating Reserve”). The Operating Reserve accounts 
shall be held in an F.D.I.C. or other comparable federally insured financial 
institution. Any funds remaining in the Operating Reserve at the end of the 
Compliance Period shall be released to the Borrower, subject to the terms of 
Borrower’s Partnership Agreement and applied in accordance with Section 25(b)(2) 
hereof to the extent necessary to enable the Borrower to fully pay any Deferred 
Developer Fee (and accrued interest thereon) outstanding at such time. Any balance 
remaining shall continue to be retained by Borrower following the end of the 
Compliance Period, subject to the terms of Borrower’s Partnership Agreement and 
used in accordance with this Section 23(b). Requests for withdrawal from the 
Operating Reserve must be approved or disapproved by County within sixty (60) 
days of receipt of written request. A written withdrawal request that is not 
disapproved within sixty (60) days of receipt shall be deemed approved. Borrower 
may make monthly deposits from project income in the priority set forth in the 
Partnership Agreement to replenish withdrawals from the Operating Reserve in 
order to restore the balance therein to the Operating Reserve Amount (As defined 
in the Partnership Agreement). Withdrawals from the Operating Reserve are subject 
to consent of Borrower’s limited partners pursuant to the terms of the Partnership 
Agreement. 

 
c. Any reserves shall be the property of the Development and may not be distributed 

nor taken from the Development when it is sold or the limited partnership 
composition changes. 

 
d. County shall, at its sole discretion, require verification that the Operating Reserve 

is funded pursuant to the above Section 23(b) prior to release of the final five 
percent (5%) of the total amount of HOME funds. 

 
24. Accounting Records. In a manner subject to County approval, Borrower shall maintain on an 

accrual or modified accrual basis, a general ledger accounting system that is posted 
monthly and that accurately and fully shows all assets, liabilities, income and expenses of the 
Development. All records and books relating to this system shall be kept for a period of at 
least seven (7) years and in such a manner as to ensure that the records are reasonably protected 
from destruction or tampering. All records shall be subject to County inspection and audit. 



25. Use of Income from Operations.

a. Borrower, or Borrower’s management agent, shall promptly deposit all Operating 
Income in a segregated account established exclusively for the Development with 
an F.D.I.C. or other comparable federally insured financial institution.

b. Cash Flow Distribution. The requirement set forth herein shall be superior to and 
governing over requirements set forth in any other project document.

1) Net Cash Flow shall be distributed in accordance with the Uniform 
Multifamily Regulations contained in the California Code of Regulations, 
Title 25, Section 8314, “Use of Operating Cash Flow” for the full extent of 
the HOME regulatory period.

2) Net Cash Flow shall be distributed annually provided that there is no event 
of default outstanding or other current cash flow shortage under any project 
document in the following manner:

a. To payment of any Asset Management or Partnership Management, 
Incentive Management Fee and similar fees in a total combined 
amount not to exceed $8,100 per annum (increasing annually by 
3%);

b. To payment of any outstanding Deferred Developer Fee (including 
accrued interest thereon);

c. Then, fifty percent (50%) of the remaining cash flow to 
Distributions; and fifty percent (50%) of the remaining cash flow to 
repayment of the HOME loan and other residual receipts loans on a 
proportional basis.

3) Payment of Distributions above shall in no year exceed fifty percent (50%) 
of Net Cash Flow remaining after payment of payments required under 
Sections 2(a) and 2(b) above.

26. Non-Assisted Units and Common Areas.

a. Borrower shall establish and implement a rent structure for non-Assisted residential 
units, if any, that ensures Fiscal Integrity of the Development. Borrower shall 
estimate all income and expenses attributable to the non-Assisted Units in the 
annual operating budget described in Section 22 herein, and shall report all income 
and expenses attributable to non-Assisted units in the Annual Report described in 
Section 20 herein. 



b. Borrower shall maintain and report both Assisted and non-Assisted Units equally
without regard to their designation as Assisted or non-Assisted.

c. Tenant selection practices for non-Assisted Units shall comply with State and
federal nondiscrimination laws.

d. The exterior walls, windows, lighting, walkways, mailboxes, landscaping,
nonresidential space, and other common areas of the Development shall be safe,
clean, well maintained, and in good working order.

27. Distributions.

a. “Distributions” shall refer to fifty percent (50% of amounts remaining after
payment in full of expenses as provided in Section 25(b) 2) c. above and required
payments on the Note. Distributions shall be available to be distributed to, or
retained by, Borrower or any party having a beneficial interest in Borrower of the
Development.

b. Borrower shall receive Distributions only once for each fiscal year of the
Development so long as Borrower has not received written notice from COUNTY
that Borrower is in default of its obligations under this Agreement or the
HOME Program requirements.

c. No Distribution shall be made to Borrower in the following circumstances:

1) When written notice of default has been issued by any entity with an
equitable or beneficial interest in the Development;

2) When County determines that Borrower or Borrower’s management agent
has failed to comply with County’s written notice of any reasonable
requirement for proper maintenance of the Development;

3) If all currently required debt service and operating expenses have not been
paid; or

4) If the Replacement Reserves account or other reserve accounts are not fully
funded pursuant to this Agreement.

28. Restrictions on Sale, Encumbrance, and Other Acts.

a. Borrower shall not make any sale, encumbrance, hypothecations, assignment,
refinancing, pledge, conveyance, or transfer in any other form of the Property or



 

the Development or of any of its interest therein, except with the prior written 
approval of County and the Department. Notwithstanding anything to the 
contrary hereinabove, the respective interest of Borrower’s limited partners shall 
be transferrable without the consent of County or Department. Moreover, any 
limited partner of Borrower shall be permitted to remove a general partner thereof 
for cause in accordance with the terms of the Partnership Agreement. 

 
b. Other than routine maintenance, Borrower shall not add to, remodel, remove, 

reconstruct, or demolish any part of the Development without the prior written 
approval of County. 

 
c. Borrower shall not permit the use of the Development for any purpose other than 

that permitted by this Agreement without the prior written approval of County. 
 

d. Except as otherwise permitted under the terms of the HOME Loan documents, (i) 
Borrower shall not incur any liability or obligation in connection with the 
Development, other than for current operating, management and maintenance costs 
and for the indebtedness evidenced by the Note nor incur any liability, charge, 
assessment, or obligation whatsoever that is secured in whole or in part by any 
interest in or lien or encumbrance on the Property or the Development, without the 
prior written approval of County, and (ii). County may permit refinancing or 
additional financing secured by the Development only to the extent necessary to 
maintain or improve the Development’s Fiscal Integrity, improve financial 
condition, or to maintain affordable rents.  Notwithstanding the foregoing, 
Borrower shall be permitted to refinance the Approved Senior Loan pursuant to 
Section 2.3 of the HOME Loan Agreement. 

 
e. Borrower shall not enter into any contract relating to rehabilitating or managing the 

Development, except as authorized by County. 
 

f. Borrower shall not enter into any Lease for more than a single rental unit, ground 
lease of the Development or any interest therein without prior written approval of 
County. County may require that such lease allow for termination within thirty (30) 
days upon request by County. 

 
g. County may approve a sale, transfer or conveyance provided that all of the 

following conditions are met: 
 

1) The existing Borrower is in compliance with this Agreement or the sale, 
transfer or conveyance will result in the cure of any existing violations of 
the Agreement; 

 
2) The successor-in-interest to Borrower agrees to assume all obligations of 

the existing Borrower pursuant to this Agreement and the HOME Program, 
and meets any requirements, which may be in existence for Community 



 

Housing  Development  Organizations  (CHDOs)  under  the  applicable 
regulations. 

 
3) The successor-in-interest demonstrates to County’s satisfaction that it can 

own and operate the Development in full compliance with all HOME 
Program requirements; and 

 
4) Any terms of the sale, transfer or conveyance shall not threaten County’s 

security or the successor’s ability to comply with all requirements of the 
HOME Program and this Agreement. 

 
h. If the County grants its approval for a sale, transfer or conveyance, such approval 

shall be subject to such terms and conditions as may be necessary to preserve or 
establish the Fiscal Integrity of the Development and to ensure compliance with 
HOME Program requirements and this Agreement. Such conditions may include 
the deposit of sales proceeds, or a portion thereof, to maintain required reserves or 
to offset negative cash flow, the recapture of syndication proceeds or other funds 
such other conditions as may be necessary to ensure compliance with the 
HOME Program requirements. 

 
29. Covenant Running with the Land. Borrower is grantor and County is grantee in connection 

with the Deed of Trust. Upon recordation of the Deed of Trust, Borrower covenants to only 
use the Property in manner which conforms to all of the affordability requirements imposed 
by this Agreement and said affordability requirements shall run with the land so as to be 
binding upon successive owners of the Property for the Period of Affordability described 
in this Agreement, for the benefit of all real property interests conveyed to and otherwise 
owned by County in and adjacent to the Property. Any attempt to terminate said covenant 
prior to the expiration of the Period of Affordability shall be void if it is to any degree 
inconsistent with or violative of either any terms of the HOME Loan Documents or any 
related or applicable laws and regulations. 

 
30. Use of Equity Proceeds. Borrower shall, pursuant to the terms of the Partnership 

Agreement, allocate, distribute and pay all equity proceeds, if any, towards the costs of 
completing the Development. County may approve, in writing, future syndications of 
the Development where it determines that such syndication is in the best interest of 
the Development. 

 
31. Violation of Regulatory Agreement by Borrower. 

 
a. In the event of a breach or violation of the provisions of this Agreement, County 

may give written notice to Borrower and Borrower’s limited partners thereof by 
certified mail or any express delivery service with a delivery receipt addressed to 
Borrower at the address stated in this Agreement. If the breach or violation is not 
cured to the 



 

satisfaction of County within the time period specified in the notice, which shall 
not be fewer than thirty (30) days, County may declare a default and may seek 
legal remedies including the following: 

 
1) Collect all rents and income in connection with the operation of the 

Development and use the same and the reserve funds for the operation and 
maintenance of the Development. 

2) Take possession of the Development and bring any action necessary to 
enforce any rights of Borrower growing out of the operation of the 
Development, and operate the Development in accordance with the terms 
of this Agreement until such time as County, in its sole discretion, 
shall determine that Borrower is again in a position to operate the 
Development in accordance with the terms of this Agreement. 

 
3) Apply to any court, State or federal, for specific performance of this 

Agreement or for the appointment of a receiver to take over and operate the 
Development in accordance with the terms of this Agreement or for such 
other relief as may be appropriate. It is agreed by Borrower that the injury 
to County arising from a default under any of the terms of this Agreement 
would be irreparable and that the amount of compensation that would 
provide adequate relief to County, in light of the purposes of the Program, 
would be impossible to ascertain. 

 
4) Subject to written authorization from lenders with a priority security interest 

in the Property and the Development, accelerate all amounts including 
outstanding principal and interest, due under the HOME Loan and demand 
immediate repayment thereof. Upon a failure to repay such accelerated 
amount in full, County may proceed with a foreclosure in accordance with 
the provisions of the Deed of Trust and State law regarding foreclosures. 

 
However, in the event of a nonmonetary breach which cannot reasonable be 
cured within the time period set forth in such notice, the HOME Loan may 
not be accelerated hereunder if within said designated time period Borrower 
or any of Borrower’s limited partners has given written notice to County 
of Borrower’s intention to cure said breach, has commenced to cure 
such breach and has diligently prosecuted and effected such cure which 
shall be completed no later than sixty (60) days from the date notice of such 
breach is given. 

 
5) County may seek such other remedies as may be available under law. 

 
b. In the event that the breach or violation involves the rents to tenants or other charges 

in excess of those permitted under this Agreement, County may demand, and seek 
as an additional remedy, the return of such excess rents or other charge to the 
affected household. 



 

 
c. The remedies of County hereunder are cumulative, and the exercise of one or more 

of such remedies shall not be deemed an election of remedies and shall not 
preclude the exercise by County of any one or more of its other remedies. 

 
d. Notwithstanding anything to the contrary herein, any cure of any default or Event 

of Default made or tendered by a limited partner of Borrower shall be deemed to 
be a cure by Borrower and shall be accepted or rejected on the same basis as if 
made or tendered by Borrower. Copies of all notices which are sent to Borrower 
under the terms of this Agreement shall also be sent to Borrower’s managing 
general partner and Borrower’s limited partner(s) as defined in Section 41. 

 
32. Assignment of County Rights. County retains the right, at its sole discretion, to assign all 

or part of its rights under this Agreement for the purpose of ensuring compliance and 
enforcement of Borrower’s duties and obligations hereunder. In addition, COUNTY may 
designate an agent to act on its behalf in monitoring compliance and enforcing the 
provisions hereof. 

 
33. Amendment. This Agreement shall not be altered or amended except in writing, executed 

between the Parties. 
 

34. Partial Invalidity. If any provision of this Agreement shall be invalid, illegal or 
unenforceable, the validity, legality and enforceability of the remaining provisions hereof 
shall not in any way be affected or impaired thereby. 

 
35. Binding on Successors. This Agreement shall bind, and the benefits thereof shall inure to, 

the respective parties hereto, their legal representatives, executors, administrators, 
successors in the office of interest, and assigns, provided, however, that Borrower may not 
assign this Agreement or any of its obligations hereunder, voluntarily or by operation of 
law, without the prior written approval of County and the Department. 

 
36. Recording Agreement. This Agreement, and all amendments thereto, shall be executed by 

each of the Parties. This Agreement, or memorandum thereof, shall be recorded against the 
subject Property in the Official Records of Nevada County. 

 
37. Hold Harmless. Borrower and its successors in interest agree to indemnify, defend, and 

hold harmless County and its respective agents, employees and officers from any and 
all claims, losses, liabilities or causes of actions (including reasonable attorneys’ fees) 
arising from or in connection with Borrower’s management, maintenance or operation 
of the Development. 



 

38. Waiver. No waiver by County of any breach of or default under this Agreement shall 
be deemed to be a waiver of any other or subsequent breach thereto or default thereunder. 

 
39. Captions. The captions used in this Agreement are inserted only as a matter of convenience 

and for reference and in no way define, limit or describe the scope or the intent of this 
Agreement. 

 
40. Governing Law. This Agreement shall be construed in accordance with and governed by 

the laws of the State of California. 
 

41. Notice. Written notices and other written communications by and between the parties 
hereto shall be addressed as set forth below unless and until a Party hereto has, in writing, 
communicated a different address to the other Party hereto. 

 
Borrower: 

 
Penn Valley Pacific Associates, a California Limited Partnership 
430 E. State Street, Suite 100 
Eagle, ID 83616 
Attn: Caleb Roope 

 
Managing General Partner: 

 
Building Better Partnerships, Inc., a California Nonprofit Benefit 
Corporation 
1455 Butte House Road 
Yuba City, CA 95993  
Attn:  Gustavo Becerra 

With a copy to Borrower’s limited partner(s):  
 

RBC Community Investments, LLC 
c/o RBC Community Investments, LLC 
600 Superior Avenue 
Suite 2300 
Cleveland, Ohio 44114 
Attention:  President and General Counsel 

 
with a copy to: 

 
Bocarsly Emden Cowan Esmail & Arndt LLP 
633 West Fifth Street, 64th Floor 
Los Angeles, California 90071 
Attention:  Kyle Arndt, Esq. 

 



 

 
COUNTY: 

 
County of Nevada 
 
 
 



 

 
42. Attorneys’ Fees. The prevailing party in any action to enforce this Agreement, including the 

residents of Assisted Units, shall be entitled to reasonable attorneys’ fees, court and witness 
costs as determined by the tier of fact of the action. 

 
43. Special Conditions. Borrower agrees to comply with the special conditions, if any, as set 

forth in Exhibit E, which is made a part hereof. In the event of any inconsistencies between 
the terms set forth in the Exhibit E, Special Conditions of the Regulatory Agreement and 
the terms of this Agreement, the terms of the Special Conditions shall prevail. 

 
44. Superiority of Regulatory Agreement. Borrower covenants that it has not, and shall not, 

enter into or execute any other agreement with provisions contrary to the provisions of this 
Regulatory Agreement, or contrary to the intent of maintaining the affordability of the 
Property for the full Period of Affordability. 

 
45. Incorporation. The following Exhibits, all attached hereto, are hereby incorporated into 

this Agreement: 
 

Exhibit A: Legal Description 
Exhibit B:  Schedule of Assisted Units 
Exhibit C:  Comparable Unit Schedule 
Exhibit D:  Insurance Requirements 
Exhibit E: Special Conditions 
Exhibit F:  Operational Conditions 

    
 

[Signature Pages Follow; Signatures Must Be Notarized.] 



 

IN WITNESS WHEREOF, this Agreement has been executed as of the date first above written. 
 
 

BORROWER: 
 

PENN VALLEY PACIFIC ASSOCIATES, 
a California Limited Partner 

 
 

 By: TPC HOLDINGS VII, LLC, 
 an Idaho limited liability company  

  its Administrative General Partner 
 

    By: _______________________   
                                             Caleb Roope, Manager 

 
 

 By: LONE OAK 1 - BBP, LLC,  
  a California limited liability company 
  its Managing General Partner 
 
  By:  Building Better Partnerships, Inc., a  

          a California nonprofit public benefit corporation,  
                              its sole member and manager 

 
 
            By: _________________________ 

           Gustavo Becerra, President 
 
 

COUNTY: 
 

COUNTY OF NEVADA,  
a Public Body Corporate and Politic 

 
By: _______________________ 

Heidi Hall, Chair, Board 
of Supervisor 

  



LEGAL DESCRIPTION 

Real property in the unincorporated area of the County of Nevada, State of California, described as 
follows:  

PARCEL ONE: 

PARCEL 2, AS SHOWN ON THE PARCEL MAP FILED FOR RECORD JULY 18, 2018 IN VOL. 21 OF PARCEL 
MAPS PAGE 55 OF NEVADA COUNTY RECORDS. 

PARCEL TWO: 

AN EASEMENT FOR INGRESS AND EGRESS ACROSS THAT PORTION OF PARCEL 1, AS SHOWN ON THE 
PARCEL MAP FILED FOR RECORD JULY 18, 2018 IN VOL. 21 OF PARCEL MAPS PAGE 55 OF NEVADA 
COUNTY RECORDS. 

APN: 051-151-066-000 formerly a portion of 051-151-062-000 
NEW APN NOT YET ASSESSED 

EXHIBIT A
Legal Description of the Apartment Parcel

1

https://ep.firstam.com/meta/index?m=e59699a8-6cbe-4cb2-b9d5-07ce760823e6&q=mUYUW9dEhcyptpKcTUgqV3uWpO4gpzb0GX3R0QBiSAOoxU%3D&h=433f34cd-550c-4b16-8ec5-466206c10181&attach=true
https://ep.firstam.com/meta/index?m=e59699a8-6cbe-4cb2-b9d5-07ce760823e6&q=mUYUW9dEhcyptpKcTUgqV3uWpO4gpzb0GX3R0QBiSAOoxU%3D&h=266a41e9-fb5b-429e-9a2a-b13c5ff38aaf&attach=true
https://ep.firstam.com/meta/index?m=e59699a8-6cbe-4cb2-b9d5-07ce760823e6&q=mUYUW9dEhcyptpKcTUgqV3uWpO4gpzb0GX3R0QBiSAOoxU%3D&h=266a41e9-fb5b-429e-9a2a-b13c5ff38aaf&attach=true


EXHIBIT A
Legal Description of the Apartment Parcel
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Exhibit B to Regulatory Agreement 
 

SCHEDULE OF ASSISTED UNITS 
 
Two (2) 1-bedroom units will be floating units.  

One (1) 2-bedroom units will be a floating unit. 



 

 

Exhibit C to Regulatory Agreement 
 

COMPARABLE UNIT SCHEDULE 
 
The two (2) 1-bedroom Assisted Units are deemed comparable to all other 1-bedroom units in the 
Development. 

 
The one (1) 2-bedroom Assisted Unit is deemed comparable to all other 2-bedroom units in the 
Development. 



 
 

 

Exhibit D to Regulatory Agreement 
 

INSURANCE REQUIREMENTS 
 
At close of escrow, COUNTY must receive a one-year prepaid Certificate of Insurance policy 
(or a binder followed by a certificate within thirty (30) days of HOME Loan closing) evidencing 
the following coverage: 

 
1. HAZARD (PROPERTY) 

 
Perils:  All risk; or Fire & Lightning, Extended Coverage, Vandalism & Malicious 
Mischief. 

 
Covered Property:  Structure; and All risk contents coverage. 

Amount:  Replacement value (or less if approved by COUNTY). 

Coinsurance:  No less than ninety percent (90%). 
 

Deductible: $2,500 maximum deductible per occurrence; or $1,000 maximum 
deductible per occurrence if the completed project value is less than $300,000 

 
Endorsement:  COUNTY’s Loss Payable Endorsement requiring insuring 

COUNTY. OTHER PROPERTY INSURANCE 

Flood Insurance:  Coverage required to eighty percent (80%) of replacement cost 
if the property is located in a one hundred (100)-year flood plain. 

 
Steam Boiler & Related Machinery:  (When applicable) eighty percent (80%) of 
replacement cost coverage is required. 

 
2. COMPREHENSIVE GENERAL LIABILITY 

 
Minimum Amount:  $1,000,000 per occurrence; or $2,000,000 per occurrence for 
buildings with elevators. 

 
3. OTHER COVERAGE 

 
Loss of Rents:  Coverage shall insure seventy-five percent (75%) of annual gross 
rents. 

 
Workers Compensation:  Required by State law if employees are involved. 
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ALL POLICIES MUST INCLUDE THE FOLLOWING 
 

Name Insured: Borrower 
 

Additional Insured: COUNTY and its officers, agents, employees, and 
servants must be named as additional insured. 

 
Cancellation Clause:  COUNTY must be notified thirty (30) days prior to 
cancellation of the insurance policy. 

 
Notification: COUNTY must be notified prior to cancellation or lapse of 
coverage or in the event of any claim. 

COUNTY should be identified on all insurance documents as 

follows: 

 
County of Nevada 
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Exhibit E to Regulatory Agreement 
 

SPECIAL CONDITIONS 
 
Notwithstanding anything else contained in this Agreement or any other documents applicable to 
the HOME Loan, throughout the term of this Regulatory Agreement, unit rents shall not exceed 
the applicable rents from the Multifamily Housing Program rent chart, or its successor, for the 
applicable percentage of Area Median Income (“AMI”), as specified in the HOME Loan and Grant 
Committee Project Report. The breakdown of Assisted Units and the applicable rent and income 
levels shall be as follows: 

 
# of Bedrooms 30% AMI 40% AMI 50% AMI 60% AMI 

1 2 0 0 0 
2 1 0 0 0 
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Exhibit F to Regulatory Agreement 
 

OPERATIONAL CONDITIONS 
 

For the term of this Agreement, Borrower shall ensure the use and occupancy of the Property is 
in accordance with the following operational terms and conditions: 
 

1. Borrower will include the designation of a pet area for use by the residents. This includes 
an additional gate to the retention pond area with a designated pet waste station at that 
location.    

 
2. Borrower will include the installation of security cameras in the common areas of the 

development. 
 

3. Borrower will notify the County when there is an absence of its on-site manager for more 
than 5 calendar days.  Borrower will provide a written plan of substitute coverage to the 
County whenever there is an absence of the on-site manager of 6 calendar days or more. 
An absence of the on-site manager of 30 calendar days or more will be considered a 
breach of contract of this Agreement and the County may seek any available staffing to 
be paid for by the owner under this Agreement. The manager will notify the County 
Manager of any extended absences. 

  
4. Common areas and common facilities must be accessible to the residents during normal 

day-time hours.  Borrower will notify the County whenever common areas cannot be 
accessed by the project’s residents during normal day-time hours for more than 5 
calendar days. The manager will notify the County Manager of any extended absences. 

  
5. Upon the completion of Phase II of the project, Borrower will notify its residents in 

writing that street parking adjacent to the project will be for visitors only.  Borrower will 
also issue vehicle parking decals for identification of resident vehicles.  
 

6. The County may physically inspect the Property twice a year. 
 

7. Borrower agrees to a re-assessment of these operating terms and conditions upon each 
fifth year anniversary of its enactment.  
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	Recitals
	Recitals
	A. Borrower is the owner of real property located in the city of Penn Valley, California and more fully described in Exhibit A (the “Property”).
	A. Borrower is the owner of real property located in the city of Penn Valley, California and more fully described in Exhibit A (the “Property”).
	B. Borrower has proposed to develop the Property by constructing thereon a 31-unit rental housing development (including 1 manager’s unit) of which three units will be Assisted Units (defined below) to be occupied by Low Income Households (the “Develo...
	B. Borrower has proposed to develop the Property by constructing thereon a 31-unit rental housing development (including 1 manager’s unit) of which three units will be Assisted Units (defined below) to be occupied by Low Income Households (the “Develo...
	C. The Development will be financed in whole or in part and regulated by a permanent loan from County in a principal amount of not to exceed $304,768.00 (the “HOME Loan”) from proceeds of loans previously made under the Home Investment Partnerships Pr...
	C. The Development will be financed in whole or in part and regulated by a permanent loan from County in a principal amount of not to exceed $304,768.00 (the “HOME Loan”) from proceeds of loans previously made under the Home Investment Partnerships Pr...
	D. The HOME Loan Agreement, including all exhibits and attachments thereto, are incorporated in full by reference into this Agreement. In the event of any inconsistencies between the terms set forth in the HOME Loan Agreement and the terms of this Agr...
	D. The HOME Loan Agreement, including all exhibits and attachments thereto, are incorporated in full by reference into this Agreement. In the event of any inconsistencies between the terms set forth in the HOME Loan Agreement and the terms of this Agr...
	E. Borrower agrees to abide by all provisions of the HOME Loan Agreement with respect to the Development. Borrower shall execute a promissory note evidencing its obligation to repay the HOME Loan (the “Note”) and a deed of trust in favor of County to ...
	E. Borrower agrees to abide by all provisions of the HOME Loan Agreement with respect to the Development. Borrower shall execute a promissory note evidencing its obligation to repay the HOME Loan (the “Note”) and a deed of trust in favor of County to ...
	F. As further consideration for the HOME Loan and in furtherance of the purposes of the HOME Program, Borrower has agreed to enter into this Agreement. The purpose of this Agreement is to regulate and restrict occupancy, rents, operations, ownership a...
	F. As further consideration for the HOME Loan and in furtherance of the purposes of the HOME Program, Borrower has agreed to enter into this Agreement. The purpose of this Agreement is to regulate and restrict occupancy, rents, operations, ownership a...
	G. The Borrower has agreed to pay an Annual Monitoring Fee and has included said fee in their HOME application and operating budget.
	G. The Borrower has agreed to pay an Annual Monitoring Fee and has included said fee in their HOME application and operating budget.
	G. The Borrower has agreed to pay an Annual Monitoring Fee and has included said fee in their HOME application and operating budget.
	1. Recitals. The foregoing recitals are a part of this Agreement.
	1. Recitals. The foregoing recitals are a part of this Agreement.
	2. Property. The Development will be located on the Property.
	2. Property. The Development will be located on the Property.
	3. Definitions. Unless the context requires otherwise, the terms used in this Agreement shall be governed by the definitions set forth in 24 CFR Part 92, and 25 Cal. Code of Regulations Section 8201. All references to code sections refer to Title 25 o...
	3. Definitions. Unless the context requires otherwise, the terms used in this Agreement shall be governed by the definitions set forth in 24 CFR Part 92, and 25 Cal. Code of Regulations Section 8201. All references to code sections refer to Title 25 o...
	5. Term of Agreement. The term of this Agreement shall commence upon its recordation in the Official Records of Nevada County and remain in full force and effect and apply to the Development through and including the date which is fifty-five (55) year...
	5. Term of Agreement. The term of this Agreement shall commence upon its recordation in the Official Records of Nevada County and remain in full force and effect and apply to the Development through and including the date which is fifty-five (55) year...
	6. Assisted Unit Schedule. Upon occupancy following the completion of construction, Borrower shall rent Assisted Unit in accordance with this Agreement, the Schedule of Assisted Units set forth in Exhibits B and E, attached hereto and incorporated her...
	6. Assisted Unit Schedule. Upon occupancy following the completion of construction, Borrower shall rent Assisted Unit in accordance with this Agreement, the Schedule of Assisted Units set forth in Exhibits B and E, attached hereto and incorporated her...
	7. Tenant Selection Standards. Borrower shall rent Assisted Units in the Development only to Eligible Households in accordance with the Management Plan approved by and on file with County pursuant to this section. Such Management Plan may be periodica...
	7. Tenant Selection Standards. Borrower shall rent Assisted Units in the Development only to Eligible Households in accordance with the Management Plan approved by and on file with County pursuant to this section. Such Management Plan may be periodica...
	7. Tenant Selection Standards. Borrower shall rent Assisted Units in the Development only to Eligible Households in accordance with the Management Plan approved by and on file with County pursuant to this section. Such Management Plan may be periodica...
	8. Period of Affordability. “Period of Affordability” means a period of the years as listed below beginning from the date of Project Completion as defined by 24 CFR 92.2 wherein the Development must meet the affordability requirements contained herein...
	8. Period of Affordability. “Period of Affordability” means a period of the years as listed below beginning from the date of Project Completion as defined by 24 CFR 92.2 wherein the Development must meet the affordability requirements contained herein...
	9. Marketing Plan.
	9. Marketing Plan.
	10. Nondiscrimination. Borrower shall not discriminate against any tenant or prospective tenant on the basis of race, color, national origin, religion, sex, age, disability, familial status, nor any other arbitrary factor in violation of any state, fe...
	10. Nondiscrimination. Borrower shall not discriminate against any tenant or prospective tenant on the basis of race, color, national origin, religion, sex, age, disability, familial status, nor any other arbitrary factor in violation of any state, fe...
	11. Rental Agreement and Occupancy Procedures (the “Lease”).
	11. Rental Agreement and Occupancy Procedures (the “Lease”).
	c. Borrower shall establish reasonable rules of conduct and occupancy. Such rules shall be consistent with state law and the HOME Regulations. Said rules shall be in writing and shall be given to each tenant upon occupancy. Any change shall become eff...
	c. Borrower shall establish reasonable rules of conduct and occupancy. Such rules shall be consistent with state law and the HOME Regulations. Said rules shall be in writing and shall be given to each tenant upon occupancy. Any change shall become eff...
	d. Borrower shall not terminate the tenancy or refuse to renew the Lease of a tenant of rental housing assisted with HOME funds except for serious or repeated violation of the terms and conditions of the Lease; for violation of tenancy period; or for ...
	d. Borrower shall not terminate the tenancy or refuse to renew the Lease of a tenant of rental housing assisted with HOME funds except for serious or repeated violation of the terms and conditions of the Lease; for violation of tenancy period; or for ...
	e. Borrower shall maintain the premises in compliance with all applicable housing quality standards and local code requirements.
	e. Borrower shall maintain the premises in compliance with all applicable housing quality standards and local code requirements.
	a. For all Assisted Units, Rents shall not exceed High HOME Rents less a utility allowance.  For Assisted Units that are set-aside for Very Low Income Households, HOME rents shall not exceed Low HOME Rents less a utility allowance.
	a. For all Assisted Units, Rents shall not exceed High HOME Rents less a utility allowance.  For Assisted Units that are set-aside for Very Low Income Households, HOME rents shall not exceed Low HOME Rents less a utility allowance.
	b. A minimum of twenty percent (20%) of all Assisted Units shall be occupied by Very Low Income Households at Rents that are no greater than the Low HOME Rents less a utility allowance, unless stricter limitations are set forth in Exhibits B and E, at...
	b. A minimum of twenty percent (20%) of all Assisted Units shall be occupied by Very Low Income Households at Rents that are no greater than the Low HOME Rents less a utility allowance, unless stricter limitations are set forth in Exhibits B and E, at...
	c. Any household certified as an Eligible Household upon occupancy but whose income increases above the eligibility level must pay as Rent the lesser of the amount payable by the tenant under State or local law or thirty percent (30%) of the household...
	c. Any household certified as an Eligible Household upon occupancy but whose income increases above the eligibility level must pay as Rent the lesser of the amount payable by the tenant under State or local law or thirty percent (30%) of the household...

	d. Notwithstanding the foregoing or any other requirements and/or restriction contained herein, the Rent charged on the Assisted Units shall not exceed the rent applicable to an individual or family qualifying under the percentage of Area Median Incom...
	d. Notwithstanding the foregoing or any other requirements and/or restriction contained herein, the Rent charged on the Assisted Units shall not exceed the rent applicable to an individual or family qualifying under the percentage of Area Median Incom...
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