EXHIBIT E

CITY NOTE

(Shared Appreciation Loan)

$ Alameda, California

FOR VALUE RECEIVED, , (“Borrower”) promise to pay the CITY OF
ALAMEDA (“City”) or order at Housing Authority of the City of Alameda, 701 Atlantic Avenue,
Alameda, California 94501, Attention: Executive Director, or such other place as the City may
designate in writing, the principal sum of (% ), plus Shared
Appreciation and Excess Rental Proceeds, as applicable (collectively, the “Loan”).

1. PROPERTY. The “Property” is that certain real property commonly known as
. Alameda, California, and more particularly described on Exhibit A, attached
hereto and incorporated herein, which together with all improvements located thereon is referred
to in this promissory note (“Note”) as the “Property.” The Property is part of a residential
development known as ” (“Project™).

2. AFFORDABILITY COVENANTS, RESALE RESTRICTIONS. The Property,
along with certain other residential lots in the Project, is part of an affordable housing program
designed to create, preserve, maintain, and protect housing for persons of low- and moderate-
income as described in and pursuant to an Affordable Housing Agreement between the City of
Alameda (“City”), and (“Developer”) dated (“Developer
Affordable Housing Agreement”). Under the Developer Affordable Housing Agreement, the
Developer was required to sell the Property to the Borrower at an Affordable Housing Price, as
defined below, subject to the covenants, conditions, restrictions, and option to purchase set forth
herein. Borrower assumes title to the Property subject to that certain Affordability, Restrictions
on Resale, and Option to Purchase Agreement (“Resale Restrictions”), between the Borrower and
City, recorded on , 2020, as Document No. ,in the Official Records
of Alameda County, California. Capitalized terms used herein and not defined in this Note shall
have the meanings set forth in the Resale Restrictions.

3. BASIS OF PRINCIPAL AMOUNT OF NOTE. In the event that this Note is due

and payable pursuant to Section 5 below, the Borrower shall pay the City the principal sum of

(% ) (the “Principal” or the “Purchase Subsidy”). The Purchase Subsidy

is an amount equal to the difference between the Affordable Price and the fair market value of the

Property, as established based on an Appraisal of the Property at the time the Property is acquired

by the Borrower. The Borrower acknowledges and agrees that the Purchase Subsidy represents

the amount by which the purchase price of the Property has been reduced as a result of the City’s

covenants, conditions, and restrictions placed on the Property as set forth in the Developer
Affordable Housing Agreement.
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4, DEED OF TRUST. Payment of this Note is securéd by a deed of trust, asstignment
of rents, security agreement, and fixture filing (the “Deed of Trust”™) from the Borrower in favor

of the City, which Deed of Trust is dated concurrently herewith and recorded against the
Property.

5. REPAYMENT OF NOTE.

(a) Term. The term of this Note shall be the same as the Term of the Resale
Restrictions, as set forth in Section 8.16 of the Resale Restrictions.

(b)  Deferral. Repayment of the Loan shall be deferred for the Term, except as
provided in subsection (¢} below.

(c) Repayment in Full. The total amount of the Principal and any City Shared
Appreciation owed under this Note (together with any Excess Rent Proceeds due the City pursuant
to the Resale Restriction Agreement) shall immediately become due and payable (i) in the Event
of a Default by the Borrower under this Note, the Resale Restrictions, the Deed of Trust, or the
Senior Loan; (ii) in the event of an Extraordinary Sale pursuant to Article 6 of the Resale
Restrictions; (iii) on the date of a Prohibited Sale or Prohibited Transfer, or (iv) at the end of the
Term of this Note. Failure to declare such amounts due shall not constitute a waiver on the part
of the City to declare them due in the event of a subsequent Transfer.

(d)  Prepayment. Borrower may prepay all or part of the balance due under this
Note. If the Borrower prepays all of the balance due under this Note, such prepayment shall
include the City’s Shared Appreciation as calculated at the time the prepayment is made. The
City’s Shared Appreciation shall be based on the Market Value of the Property at the time of the
prepayment. If the Borrower makes a partial prepayment, such partial prepayment shall be applied
only to the principal. If the principal and Shared Appreciation of this Note is entirely prepaid, the
Deed of Trust shall remain on the Property to secure payment of the Excess Rental Proceeds, if
any, and the Resale Restrictions. In addition, prepayment of this Note shall not affect the Resale
Restrictions, which shall remain in full force and effect for the Term, regardless of any prepayment.

6. CITY’S SHARED APPRECIATION. In the event of an Extraordinary Sale
pursuant to Article 6 of the Resale Restrictions or an event of default by Borrower under this Note,
the Deed of Trust, the Resale Restrictions, or Senior Lien, the Borrower shall pay to the City the
outstanding Principal owed under this Note and the City’s Shared Appreciation, as defined herein.
The City’s Shared Appreciation shall not be credited to the subsequent purchase of the Property.

(a) “Appreciation Amount” shall mean the amount calculated by subtracting
the Affordable Price from one of the following amounts, as applicable: (i) in the event of an
Extraordinary Sale pursuant to Section 6.2 of the Resale Restrictions, the Extraordinary Sales
Price, minus the closing costs, including escrow fees, transfer taxes, recording fees, and brokerage
commissions, paid by the Borrower at acquisition of the Property, minus Eligible Capital

Improvements, and minus the City Resale Costs; or (ii) in the event of a Transfer other than Sale

of the Property, in the event of prepayment, or in the Event of Default, the Market Value of the

Property, minus Eligible Capital Improvements; or (iii} in the event a creditor or third party
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acquires title to the Property through a deed in lieu of foreclosure, a trustee’s deed upon sale, or
otherwise, the amount paid for the Property at a creditor’s sale of the Property, minus Eligible
Capital Improvements. '

(b) “Affordable Price” shall mean the below market rate purchase price in the
amount of Dollars ($ ) paid by the Borrower for the acquisition of the

Property.

(c) “City Resale Costs” means any and all costs and fees incurred by the City,
whether directly by the City or indirectly under City contract with affordable housing program
service providers, in connection with the processing and implementation of a Permitted Sale under
Articles 4 or 5 or an Extraordinary Sale under Article 6 of the Resale Restrictions, including,
without limitation, real estate brokerage fees or commissions, recording fees, escrow charges, and
costs and expenses of application screening and processing, employment, credit and income
verification, property inspections, and document preparation and processing. The City Resale
Costs shall not exceed six percent (6%) of the Affordable Price.

(d) “City’s Shared Appreciation” shall mean the interest, if any, due on the
Purchase Subsidy, equal to the amount resulting from dividing the amount of the Purchase Subsidy
by the Affordable Price multiplied by the Appreciation Amount.

(e) “Eligible Capital Improvements” shall mean any capital improvements or
upgrades needed to address a health or safety issue affecting the Property, in the discretion of the
City, (2) made or installed by the Owner that conform with applicable building codes; (b) approved
in writing by City prior to installation; (¢) whose initial costs are Two Thousand Dollars ($2,000)
or more; and (d) conform to Federal Housing Quality Standards. City, prior to an Owner
commencing work on the Capital Improvements, shall in its sole and absolute discretion determine
(i) whether the improvements qualify as Eligible Capital Improvements; (ii) the value of the
Eligible Capital Improvements which value may be less than the actual cost of the Eligible Capital
Improvements; and (iii) the depreciation value or rate, if any, to be applied to such value.

® “Bxtraordinary Sale Price” means the amount received by Borrower as the
sales price of the Property under an Extraordinary Sale pursuant to Article 6 of the Resale
Restrictions, as evidenced by an executed purchase and sale agreement and estimated settlement
statement and as certified by the Borrower under the penalty of perjury. The Extraordinary Sales
Price shall not be less than the current Market Value of the Property, unless otherwise approved in
advance by the City in writing.

(g) “Market Value” shall mean the fair market value of the Property, assuming
no affordability or resale restrictions, as determined by an Appraisal of the Property obtained from
time to time.

Example of calculating the amount of the City’s Shared Appreciation in_the Event of an
Extraordinary Sale: Assume the following facts:

e Market Value of the Property at the time the Borrower purchased the Property was
$1,000,000.
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o Affordable Price of the Property at the time the Borrower purchased the Property was
$450,000.

e Purchase Subsidy is $550,000. [$1,000,000 - $450,000 = $550,000]
o Borrower paid closing costs of $5,000 at time of purchase.
e Borrower made $10,000 of Eligible Capital Improvements on the Property.

e Prior to the expiration of this Agreement, Senior Lenders sells the Property at the
Extraordinary Sale Price of $625,000. The City Resale Costs are $20,000.

First, determine the City Shared Appreciation by dividing the Purchase Subsidy by the Market
Value of the Property at the time the Owner purchased the Property:

. . .. Purchase Price Subsidy _$550,000 o
City Shared Appreciation = —p 30 Value of the Property  $1,000,000 35%

Second, determine the Appreciation Amount by subtracting the sum of the Affordable Price,
closing costs, Eligible Capital Improvements, and City Resale Costs from the Extraordinary Sale
Price, as shown below:

Extraordinary Sale Price $ 625,000
— Affordable Price at purchase | — 450,000
— Closing Costs - 5,000
— Capital Improvements - 10,000
— City Resale Costs — 20,000
= Appreciation Amount $ 140,600

In this example, the Appreciation Amount is $140,000.

Third, calculate the City Shared Appreciation Amount by multiplying the City Shared
Appreciation by the Appreciation Amount.

City’s Shared Appreciation Amount = .55 x $140,000 = $77,000.
The Borrower’s share of the Appreciation Amount is $63,000. [$140,000 - $77,000 = $63,000]

7. DEFAULT. The Borrower shall be in default under this Note if the Borrower (1) is in
default under the this Note, the Resale Restrictions, the Deed of Trust, or a Senior Lien, (ii) fails

to pay any money when due under this Note; or (iii) breaches any representation or covenant made
in this Note or the Resale Restrictions.

8. NONLIABILITY FOR NEGLIGENCE, LOSS., OR_DAMAGE. Borrower
acknowledges, understands, and agrees that the relationship between Borrower and City is solely
that of borrower and lender, and that the City and its designated agents neither undertake nor
assume any responsibility for or duty to Borrower to select, review, inspect, supervise, pass
judgment on, or inform the Borrower of the quality, adequacy, or suitability of the Property or any
other matter. The City and its designated agents owe no duty of care to protect the Borrower
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against negligent, faulty, inadequate, or defective building or construction or any condition of the
Property, and the Borrower agrees that neither the Borrower, nor the Borrowet’s heirs, successors,
or assigns shall ever claim, have, or assert any right or action against the City or its agents for any
loss, damage, or other matter arising out of or resulting from any condition of the Property, and
will hold City and its agents harmless from any liability, loss, or damage for these things.

9. INDEMNITY. Borrower agrees to defend, indemnify, and hold the City and its
respective officials, officers, directors, employees, and agents, harmless from all losses, damages,
liabilities, claims, actions, judgments, costs, and reasonable attorney’s fees that the City and its
designated agents may incur as a direct or indirect consequence of:

(a) the making of the loan to the Borrower;

(b)  the Borrower’s failure to perform any obligations as and when required by
this Note, the Deed of Trust, and the Resale Restrictions; or

(c)  the failure at any time of any of the Borrower’s representations or warranties
to be true and correct.

10. ACCELERATION. Upon the occurrence of a default as defined in Section 7 of
this Note, the City shall have the right to declare the full amount of the principal along with any
Shared Appreciation, Excess Rental Proceeds, or other amounts due under this Note immediately
due and payable. Any failure by the City to pursue its legal and equitable remedies upon default
shall not constitute a waiver of the City’s right to declare a default and exercise all of its rights
under this Note, the Resale Restrictions, and the Deed of Trust. Nor shall acceptance by the City
of any payment provided for herein constitute a waiver of the City’s right to require prompt
payment of any remaining principal and interest owed.

11.  NO OFFSET. Borrower hereby waives any rights of offset it now has or may
hereafter have against the City, its successors, and assigns, and agrees to make the payments called
for herein in accordance with the terms of this Note.

12. WAIVER. Borrower and any endorsers or guarantors of this Note, for themselves,
their heirs, legal representatives, successors, and assigns, respectively, severally waive diligence,
presentment, protest, and demand, and notice of protest, notice of dishonor, and notice of non-
payment of this Note, and expressly waive any rights to be released by reason of any extension of
time or change in terms of payment, or change, alteration, or release of any security given for the
payments hereof, and expressly waive the right to plead any and all statutes of limitations as a
defense to any demand on this Note or agreement to pay the same, and jointly and severally agree
to pay all costs of collection when incurred, including reasonable attorneys’ fees.

13. SEVERABILITY. If any provision of this Note 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.

14.  NOTICES. Allnotices required in this Note shall be in writing and shall be deemed
received if sent to the addresses set forth below (a) on the date of delivery when personally
delivered; (b) one business day after deposit with a reputable overnight courier or delivery service
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with all delivery charges paid; or (c) date of receipt by party if deposited in the United States first
class mail, postage prepaid, registered or certified, retum receipt requested. Any party may change
its address by notice delivered in the manner specified above.

if to City: City of Alameda

Community Development Department
950 West Mall Square, 2" Floor
Alameda, CA 94501

Attention: Community Development Director

If to Owner:
, Alameda, CA 94501

15. CONTROLLING LAW. This Note shall bé construed in accordance with and be
governed by the laws of the State of California.

16. ASSIGNMENT BY CITY. The City may assign its right to receive the proceeds
under this Note to any person and, upon notice to the Borrower by the City, all payments shall be
made to the assignee. The City may not transfer or assign the Note to a profit-making entity
without first obtaining approval of the Senior Lender. The City may transfer or assign this Note
{o a government agency or non-profit entity without obtaining approval of the Senior Lender.

17. ENTIRE AGREEMENT. This Note (along with the Resale Restrictions and Deed
of Trust) sets forth the entire understanding and agreement of the City and the Borrower and any
amendment, alteration, or interpretation of this Note must be in writing signed by both the City
and the Borrower.

18,  ATTORNEYS FEES AND COSTS. The Borrower agrees to pay all costs and
expenses of collection and reasonable attorney fees paid or incurred by the City or its designated
agents in connection with the collection or enforcement of this Note, whether or not suit is filed.

{9, JOINT AND SEVERAL OBLIGATIONS. This Note is the joint and several
obligation of all makers, sureties, guarantors, and endorsers, and shall be binding upon them and
their successors and assigns.

20.  NO WAIVER BY CITY. No waiver of any breach, default, or failure of condition
under the terms of this Note shall be implied from any failure of the City to take, or any delay by
the City in taking, action with respect to such breach, default, or failure or from any previous
waiver of any similar or unrelated breach, default, or failure. A waiver of any term of the Note
must be made in writing and shall be limited to the express written terms of such waiver.

BORROWER:

Owner
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Owner

Address: , Alameda, CA 94501
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