PORTLAND DEVELOPMENT COMMISSION
Portland, Oregon

RESOLUTION NO. 6340

AUTHORIZING A DISPOSITION AND DEVELOPMENT
AGREEMENT WITH VANPORT PARTNERS, LLC FOR
REAL PROPERTY LOCATED IN THE OREGON
CONVENTION CENTER URBAN RENEWAL AREA; AND
PROVIDING FINANCIAL ASSISTANCE IN THE AMOUNT
OF $6,800,000.

WHEREAS, the Oregon Convention Center Urban Renewal Plan, adopted by the
City Council in May 1989, and as amended, provides tax increment funding and
authority to support the accomplishment of community goals in Northeast Portland,
including the revitalization of NE Martin Luther King Jr. Bivd. (MLK Jr. Blvd.); and

WHEREAS, the Vanport Square Project is a key effort that supports community
goals to revitalize MLK Jr. Blvd., and the Portland Development Commission (PDC) has
taken a number of steps over the past few years to facilitate development of the Vanport
Square Project; and

WHEREAS, PDC staff and Vanport Partners, LLC (Developer) have collaborated
to generate a development concept for Phase One of the Vanport Square Project, which
contemplates, among other things, the renovation of the Marco Machine Works building
at 5225 NE MLK Jr. Blvd. (Property) and sale of individual condominium units within
Phase One of the Vanport Square Project to owner-occupied businesses; and

WHEREAS, on August 31, 2005, PDC and the Developer entered into a
Memorandum of Understanding pursuant to which the parties agreed to pursue the
activities necessary to negotiate a Disposition and Development Agreement (DDA); and

WHEREAS, the PDC and Developer have substantially negotiated terms for the
disposition and development of the Property as set forth in a DDA, attached hereto as
Exhibit A; and

WHEREAS, the total project cost for development of Phase One of the Vanport
Square Project is estimated to not exceed $8,700,000 and shall be financed under a
New Markets Tax Credit financing structure which shall utilize a New Markets Tax
Credit Allocation of up to $10,000,000 received by the Portland New Markets Fund |,
LLC on May 6, 2004; and
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WHEREAS, under the New Markets Tax Credit financing structure, (a) PDC, as
specified in the attached DDA, would be anticipated to provide a senior loan up to
$6,800,000 to an investment fund, (b) the investment fund would make a “qualified
equity investment” in the same amount of the senior loan and the cash sum of net
proceeds generated from the sale of the New Markets Tax Credits, as equity into an
entity certified as a “sub-CDE” of Portland New Markets Fund I, LLC (CDE) and (c)
using the equity contribution from the investment fund, the CDE would make a real
estate loan to Developer to finance the total project cost for development of Phase One
of the Vanport Square Project; and

WHEREAS, as specified in the attached DDA, PDC would additionally contribute
funds for project predevelopment in the form of a second predevelopment loan to
Developer in an amount not to exceed $412,000 to help defray predevelopment costs;
and

WHEREAS, pursuant to a Predevelopment Loan Agreement authorized by the
PDC Board of Commissioners (Board) on October 12, 2005 (Resolution No. 6297),
between PDC and the Developer, PDC agreed to make a predevelopment loan to
Developer in an amount not to exceed $188,000 to finance a portion of the
predevelopment costs attributable to the development of Phase One of the Vanport
Square Project; now, therefore be it

RESOLVED that the Executive Director is hereby authorized to enter into a DDA
with Vanport Partners LLC substantially in the form attached hereto as Exhibit A; and be
it

FURTHER RESOLVED that the Executive Director may approve changes to the
DDA if such modifications do not materially change the Commission’s obligations or
risks from those approved by the Board; and be it

FURTHER RESOLVED that this resolution shall become effective immediately
upon its adoption.

ADOPTED by the Commission March 8, 2006.

e —

Douglas C. Blomgren, Acting Chair

Mah” 2.

Mark P. Rosdnbaum, Acting Secretary
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AGREEMENT FOR DISPOSITION AND REDEVELOPMENT
OF PROPERTY AT

5225 N.E. MARTIN LUTHER KING JR. BOULEVARD

THIS AGREEMENT FOR DISPOSITION AND REDEVELOPMENT OF PROPERTY (this
“Agreement”) is made as of , 2006, by the CITY OF PORTLAND (the “City”), a
municipal corporation of the State of Oregon, acting by and through the PORTLAND DEVELOPMENT
COMMISSION, the duly designated urban renewal agency of the City of Portland (“PDC”) and
VANPORT PARTNERS, LLC, an Oregon limited liability company (“Developer”). PDC and Developer
are referred to jointly in this Agreement as “Parties” and individually as a “Party.”

RECITALS

1. PDC is the duly authorized urban renewal agency of the City of Portland, Oregon, and
administers the City's urban renewal plans.

2. The urban renewal plan for the Oregon Convention Center Urban Renewal Area was
approved by the City Council of the City on May 18, 1989 by Ordinance No. 161925, as
amended from time to time (which plan, as so amended and as it may hereafter be further
amended from time to time pursuant to law, is hereinafter referred to as the “Urban Renewal
Plan”). A counterpart of the Urban Renewal Plan has been recorded in the Official Records
of Multnomah County, Oregon and is incorporated herein by reference for all purposes.

3. In order to enable PDC to achieve the objectives of the Urban Renewal Plan, PDC has
previously acquired, and made, certain land, including the Property, available for
redevelopment by private enterprise in accordance with the uses specified in the Urban
Renewal Plan.

4. As reflected in PDC Resolution No. 5569 dated November 8, 2000, PDC has previously
found it necessary and in the public interest to implement the Urban Renewal Plan through
the acquisition of the Property. PDC purchased the Property in July 2001 to offer the
Property for redevelopment for mixed use development consistent with the goals of the Urban
Renewal Plan.

5. PDC issued the Request for Proposals #00-12 dated July 18, 2001 (“RFP”) for development
of the Property.

6. The Project will serve as a strong expression of PDC’s commitment to the goals set forth in
the Urban Renewal Plan, including the creation of quality jobs and maximum job density, the
mitigation of traffic impacts in the surrounding neighborhoods and on collector streets, the
mitigation of potential immediate-neighbor impacts including, but not limited to: outdoor
storage, garbage, noise, nighttime operations, deliveries, graffiti, outdoor maintenance,
outdoor lighting, and odors, and hiring and procurement from the local community for
services and contracting opportunities.
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7. The Project will serve as a model of well-designed, high quality, sustainable “green”
development, and will be designed to enhance the neighborhood and to encourage additional
private investment on NE MLK. The redevelopment of the Property in a manner consistent
with the Plan is pivotal to attracting the private investment necessary to area-wide
revitalization.

8. The completion of the Project according to the terms of this Agreement, including the Scope
of Development and Schedule of Performance, is a material inducement to PDC's
participation in and support for the Project. PDC and Developer acknowledge that the
proposed plan for redevelopment of the Property provides for no public subsidies of the
redevelopment in the form of grants, loans, write downs, fee reductions or waivers, other than
those expressly provided for herein.

9. PDC finds that Developer's redevelopment of the Property, pursuant to this Agreement, will
help achieve the community and City goals for neighborhood revitalization and creation of
jobs. PDC also finds that the fulfillment of this Agreement, and the intentions set forth
herein, are in the vital and best interests of the City and the health, safety, and welfare of its
residents, and are in accord with the public purposes and provisions of the applicable state
and federal laws and requirements under which the Property has been acquired, and the plan
for public financial assistance supporting development of the Property.

AGREEMENT

This Agreement shall incorporate by this reference, the Recitals, the Definitions and all Exhibits
hereto. The Parties, in consideration of the premises and the agreements set forth herein and for other
valuable consideration the receipt and adequacy of which are hereby acknowledged, covenant and agree
as follows:

DEFINITIONS

The following terms have the designated meanings in this Agreement:

1. “25% Construction Drawings” means all plans and specifications required to complete the
construction of the Project pursuant to the terms of this Agreement at the stage of twenty-five
percent completion. The 25% Construction Drawings shall include the Demolition and Seismic
Upgrade Plans.

2. “2005 Predevelopment Loan” shall have the meaning ascribed thereto in Section 3.1.3.
3. “2005 Predevelopment Loan Agreement” shall have the meaning ascribed thereto in Section
3.1.3.
4. *2006 Predevelopment Loan” shall have the meaning ascribed thereto in Section 3.1.3.
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5.  *2006 Predevelopment Loan Agreement” shall have the meaning ascribed thereto in Section
3.1.3.

6.  “Affiliate” means any entity that is owned at least fifty-one percent (51%) by Developer.

7. “Agreement” means this Agreement for Disposition and Redevelopment of Property at 5225 N.E.
Martin Luther King Jr. Boulevard, and all attached Exhibits.

8.  “Alley Vacation” means the vacation of the public alley running north-south through Block 10 of
the Property from NE Emerson Street to NE Sumner Street.

9.  “Appraisal” means an appraisal of the fair market value of the Property to be prepared by an
independent certified appraiser or firm of appraisers who are MAI designated member(s) of the
Appraisal Institute and licensed by the State of Oregon, pursuant to the appraisal instructions dated
January 6, 2006, which have been mutually accepted by the Parties. The Appraisal has been
prepared using the sales comparison approach.

10. “Base Figure” shall have the meaning ascribed thereto in Section 5.12.

11. “BDS” shall have the meaning ascribed thereto in Section 1.5.1(a)(4).

12. “Capitalized Debt Service Payments” shall have the meaning ascribed thereto in Section
1.5.1(c)(9).

13. “Capitalized Maintenance Fee Payments” shall have the meaning ascribed thereto in Section
3.1.2(b)(11).

14. “Certificate of Completion” means a certificate to be issued by PDC to Developer pursuant to
Section 3.9 of this Agreement indicating PDC’s material acceptance of the Project that will be
issued by PDC to Developer subsequent to issuance of the architect’s certificate of substantial
completion and the City’s issuance of a certificate of occupancy for the building.

15. “City” means the City of Portland, Oregon and its constituent bureaus and agencies, except PDC.

16. “Close” or “Closing” means the conveyance of the Property to Developer by PDC by Deed.

17. “Closing Date” means the date on which PDC conveys the Property to Developer.

18. “Conditions Precedent” or “Conditions Precedent to Closing” or “Conditions Precedent to
Conveyance” means those conditions precedent set forth in Section 1.5 which are required to be
satisfied prior to the conveyance of the Property by PDC to Developer by Deed.

19. “Condominium Association” means the association of Condominium Unit Owners which shall be

organized pursuant to the Condominium Documents to serve as a means through which the
Condominium Unit Owners may take action with regard to the administration, management and
operation of the Project Condominium.
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20.

21.

22.

23.

24.

25.

26.

27.

28.

“Condominium Documents” means all documentation Developer is required to record pursuant to
Oregon state law (including the Oregon Condominium Act) to create the Project Condominium,
including without limitation, the Declaration, the bylaws and the plat.

“Condominium Unit” means each individual unit in the Project Condominium which is subject to
the condominium form of ownership, as described in the Oregon Condominium Act.

“Condominium Unit Owner” means either (a) the person owning fee simple interest in a
Condominium Unit, (b) the holder of a vendee’s interest in a Condominium Unit under a recorded
installment contract of sale or (c) in the case of a leasehold condominium, the holder of the
leasehold estate in a Condominium Unit. The term “Condominium Unit Owner” shall mean with
respect to each Condominium Unit, initially Developer until Developer sells each such
Condominium Unit to another entity.

“Condominium Unit Owner Promissory Notes” means collectively, the promissory note to be
executed by each Condominium Unit Owner in favor of Developer to evidence the obligation of the
Condominium Unit Owner to pay the balance of the purchase price for a particular Condominium
Unit in connection with such Condominium Unit Owner’s purchase of such respective
Condominium Unit.

“Condominium Unit Owner Trust Deeds” means collectively, the trust deed to be executed by
each Condominium Unit Owner in favor of Developer to secure the repayment obligations of such
Condominium Unit Owner under the respective Condominium Unit Owner Promissory Note with
respect to a particular Condominium Unit.

“Condominium Unit Sales Agreement” means a written offer or agreement for the sale of a
Condominium Unit which when fully executed will be binding on all parties thereto. The term
“Condominium Unit Sales Agreement” includes without limitation, an earnest money receipt and
agreement to purchase and other such agreement of sale. The term “Condominium Unit Sales
Agreement” does not include a Reservation Agreement.

“Construction Contract” means a construction contract to be executed by Developer and a
general contractor for the construction and rehabilitation of the Project for a guaranteed maximum
price that is consistent with the Final Construction Plans and Specifications, together with any
contract executed by Developer in amendment, supplement or replacement thereof.

“Construction Cost Contingency” means a portion of the Real Estate Loan proceeds set aside
during the Construction Period of the Real Estate Loan for the purpose of maintaining a
construction contingency reserve which shall be made available to pay unforeseen Project Capital
Costs and/or unanticipated increases in Project Capital Costs.

“Construction Period” means (a) with respect to the PDC Senior Loan, the period commencing on
the date of initial disbursement of the PDC Senior Loan and ending on the Construction Period
Expiration Date or Extended Construction Period Expiration Date, as applicable and (b) with
respect to the Real Estate Loan, the period commencing on the date of initial disbursement of the
Real Estate Loan and ending on the Construction Period Expiration Date or Extended Construction
Period Expiration Date, as applicable.
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29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

“Construction Period Expiration Date” means (a) with respect to the PDC Senior Loan,
September 15, 2007, if no Loan Extensions have been granted with respect to the PDC Senior Loan
and (b) with respect to the Real Estate Loan, September 15, 2007, if no Loan Extensions have been
granted with respect to the Real Estate Loan.

“Declaration” means the instrument described in the Oregon Condominium Act by which the
Project Condominium is created and as modified by any amendment or supplemental declaration
recorded in accordance with the Oregon Condominium Act.

“Deed” means the form of Bargain and Sale Deed conveying fee simple title to the Property to
Developer substantially in the form attached to this Agreement as Exhibit A.

“Demolition and Seismic Upgrade Plans” shall mean drawings and specifications depicting the
scope of the demolition and seismic improvements the Developer intends to undertake pursuant to
the permits required by Section 1.5.1(a)(4).

“Deposit” means the $10,000 escrow deposit paid by Developer to the benefit of PDC and held by
the Escrow Agent pursuant to Section 1.8 below.

“Developer” means (i) with respect to the Real Estate Loan, Vanport Partners, LLC, an Oregon
limited liability company, or an entity to be formed by Vanport Partners, LLC which will serve as
initial borrower under the Real Estate Loan and of which Vanport Partners, LLC will be managing
member and (ii) with respect to all other matters, Vanport Partners, LLC, an Oregon limited
liability company, or its approved assignee.

“Developer Promissory Note” means the promissory note to be executed by Developer in favor of
Marco CDE to evidence its obligation to repay the Real Estate Loan.

“Developer Trust Deed” means the trust deed to be executed by Developer in favor of Marco CDE
to secure its repayment obligations under the Developer Promissory Note with respect to the
Project.

“Down Payment” means the nonrefundable six percent (6%) cash down payment paid by
prospective purchasers of Condominium Units at the time that such prospective purchasers enter
into binding Condominium Unit Sales Agreements with Developer for the purchase of
Condominium Units.

“Down Payment Escrow” shall have the meaning ascribed thereto in Section 1.5.1(c)(10).
“Effective Date” means the date that all Parties have executed this Agreement.

“Environmental Laws” means all federal, state and local laws, ordinances, rules and regulations
pertaining to the protection or regulation of the environment that apply to the Property, including
without limitation, RCRA (defined herein), CERCLA (defined herein), the Safe Drinking Water

Act, the Clean Air Act, the Clean Water Act, and the Toxic Substances Control Act.

“Environmental Reports” means any and all environmental reports, studies, data and other such
materials prepared for PDC relating to PDC’s environmental clean-up of the Property, which are
requested by Developer.
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42. “Escrow Agent” means Title Insurance Company, , Portland,
Oregon 972 .

43. *“Extended Construction Period Expiration Date” means (a) with respect to the PDC Senior

44,

45.

46.

47.

48.

49.

50.

51.

52.

Loan, the Construction Period Expiration Date for the PDC Senior Loan, as adjusted by one or
more Loan Extensions granted by PDC with respect to the PDC Senior Loan and (b) with respect to
the Real Estate Loan, the Construction Period Expiration Date for the Real Estate Loan, as adjusted
by one or more Loan Extensions granted by Marco CDE with respect to the Real Estate Loan, as
shall be evidenced by notice delivered by Marco CDE to PDC. The Extended Construction Period
Expiration Date for the PDC Senior Loan shall mean a date no later than March 15, 2008. The
Extended Construction Period Expiration Date for the Real Estate Loan shall mean a date no later
than March 15, 2008.

“Final Construction Plans and Specifications” means all plans and specifications required to
complete the construction of the Project pursuant to the terms of this Agreement, approved by PDC
and the appropriate City agencies. The “Final Construction Plans and Specifications” shall include
the Demolition and Seismic Upgrade Plans.

“Final Permitted Exceptions” shall have the meaning set forth therein in Section 1.3.2.
“Final Termination Date” shall have the meaning ascribed thereto in Section 1.5.3.

“Garfield Lots” means Lots 1 through 7, Block 10, Walnut Park Addition, City of Portland,
County of Multnomah, State of Oregon.

“Hazardous Substances” means any pollutant, dangerous substance, toxic substance, asbestos,
petroleum, petroleum product, hazardous waste, hazardous materials or hazardous substances as
defined in or regulated by Chapter 466 of the Oregon Revised Statutes, the Resource Conservation
Recovery Act, as amended, 42 USC Section 6901, et seq. (“RCRA”), the Comprehensive
Environmental Response, Compensation and Liability Act, as amended, 42 USC Section 9601, et
seq. (“CERCLA”), or any other Environmental Law.

“Investment Fund” or “Fund” means Marco Investment Fund, LLC, a [Delaware] limited
liability company.

“Land Division” means the division of the Property in a manner resulting in creation of new legal
lots for the Project as shown in Exhibit H.

“Laws” shall have the meaning ascribed thereto in Section 1.6.5.

“Loan Extension(s)” shall mean (a) with respect to the PDC Senior Loan, up to two additional 3-
month extensions of the Construction Period that may be granted by PDC to the Investment Fund
for the PDC Senior Loan upon no less than 30 days’ prior written notice by the Investment Fund
upon satisfaction of terms and conditions set forth in Section 3.1.2(b)(1) and (b) with respect to the
Real Estate Loan, up to two additional 3-month extensions of the Construction Period that may be
granted by Marco CDE to Developer for the Real Estate Loan upon no less than 30 days’ prior
written notice by Developer upon satisfaction of terms and conditions set forth in Section
3.1.2(b)(1).
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53. *“Loan Term” means (a) with respect to the PDC Senior Loan, collectively, the Construction
Period and the Permanent Period for the PDC Senior Loan and (b) with respect to the Real Estate
Loan, collectively, the Construction Period and the Permanent Period for the Real Estate Loan.

54. *“Marco CDE” means MARCO/PNMF SUB-CDE LLC, a Delaware limited liability company,
formed, and awaiting certification as a sub-CDE of Portland New Markets Fund I, LLC, for the
purpose of receiving a sub-allocation of New Markets Tax Credits from Portland New Markets
Fund I, LLC to facilitate the financing of the Project as described in Section 3.1 below.

55. *“Maximum Project Costs” means collectively (a) the Project Capital Costs plus (b) the amounts
which shall be made available for disbursement to pay Capitalized Debt Service Payments and
Capitalized Maintenance Fee Payments. The term “Maximum Project Costs” shall not include the
six percent (6%) Down Payment paid by each prospective purchaser on the purchase of each
Condominium Unit.

56. “Mortgage” means a mortgage or deed of trust against the Property, or any portion thereof,
recorded in the real property records of Multnomah County, Oregon.

57. *“Mortgagee” means the holder of any Mortgage affecting or encumbering the Property or any
portion thereof, together with any successor or assignee of such holder. The term “Mortgagee”
shall include any Mortgagee as owner of the property or any part thereof as a result of foreclosure
proceedings, or action in lieu thereof, or any insurer or guarantor of any obligation or condition
secured by a mortgage but shall not include (a) any other party who thereafter obtains title to the
Property or such part from or through a Mortgagee or (b) any other purchaser at foreclosure sale
other than a Mortgagee.

58. “New Markets Tax Credits” or “NMTC” means credits against taxpayer federal tax liability
available pursuant to IRC Section 45D.

59. “Notice” means any summons, citation, order, claim, litigation, investigation, proceeding,
judgment, letter or other communication, written or oral, issued by the Oregon Department of
Environmental Quality (“DEQ”), the United States Environmental Protection PDC, PDC, and other
federal, state or local authority or any other government having jurisdiction with respect to the
Property.

60. “OCCURA” or “Area” means the area included in the urban renewal plan area of the Urban
Renewal Plan for the Oregon Convention Center Urban Renewal Area.

61. *“Oregon Condominium Act” means Chapter 100 of the Oregon Revised Statutes, or any
successor provision thereto.

62. “Permanent Period” means (a) with respect to the PDC Senior Loan, the period commencing on
the date of the Construction Period Expiration Date or the Extended Construction Period Expiration
Date, as applicable, for the PDC Senior Loan and ending on the twentieth (20) anniversary thereof
and (b) with respect to the Real Estate Loan, the period commencing on the date of the
Construction Period Expiration Date or the Extended Construction Period Expiration Date, as
applicable, for the Real Estate Loan and ending on the twentieth (20) anniversary thereof.
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63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

“Project” or “Phase | Project” generally means the Property, fixtures and the buildings, and other
improvements to be rehabilitated or newly constructed by Developer on the Property, including
Condominium Units which will be offered as commercial condominiums for local owner-occupied
businesses, landscaping, sidewalk improvements, and parking, all as initially described in the Scope
of Development (Exhibit C-1) and Schematic Design Documents (Exhibit C-2). The terms
“Project” and “Phase | Project” will not include Tenant Improvements.

“Project Condominium” means the form of unit ownership to be created on the Property pursuant
to the Oregon Condominium Act which shall consist of the Condominium Units.

“Project Capital Costs” means the sum of (a) the costs of acquiring the Property, plus (b) the costs
of constructing and rehabilitating the Project and all other related costs, including all fees to be paid
to Developer pursuant to Section 5.12. The term “Project Capital Costs” does not include (y) the
amounts which shall be made available for disbursement to pay Capitalized Debt Service Payments,
Capitalized Maintenance Fee Payments or Construction Cost Contingency nor (z) the six percent
(6%) Down Payment to be paid by each prospective purchaser on the purchase of each
Condominium Unit.

“Property” means Lots 8 through 14, Block 10, Walnut Park Addition, City of Portland, County of
Multnomabh, State of Oregon, together with not more than the eastern seventy feet of the Garfield
Lots, together with the vacated public alley running north-south through Block 10 from NE
Emerson Street to NE Sumner Street.

“Purchase Price” means the price Developer shall pay to PDC for the Property to be conveyed by
PDC to Developer pursuant to Section 1.2.

“Qualified Equity Investment” means an investment of equity to be made by the Investment Fund
in Marco CDE, and which meets the definition under IRC Section 45D(b)(1).

“Real Estate Closing” means the Closing.

“Real Estate Collateral Documents” mean

“Real Estate Loan” means the financing that Marco CDE provides to Developer for acquisition of
the Property and construction of the Project pursuant to this Agreement and the Real Estate Loan
Documents.

“Real Estate Loan 10-Year Period” means the first ten (10) years of the Permanent Period of the
Real Estate Loan.

“Real Estate Loan Documents” means the Developer Promissory Note, Developer Trust Deed,
loan agreement, financing statement and any other documents, as approved by PDC, and executed
by Marco CDE and Developer in relation to or securing the Real Estate Loan.

“Real Estate Loan Promissory Notes” means collectively, (i) with respect to Developer,
theDeveloper Promissory Note and (ii) with respect to all other Condominium Unit Owners other
than the Developer, the Condominium Unit Owner Promissory Notes.
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75.

76.

77.

78.

79.

80.

81.

82.

83.

84.

“Real Estate Loan Trust Deeds” means collectively, (i) with respect to Developer, the Developer
Trust Deed and (ii) with respect to all other Condominium Unit Owners other than the Developer,
the Condominium Unit Owner Trust Deeds.

“Release” means releasing, spilling, leaking, pumping, pouring, emitting, emptying, discharging,
injecting, escaping, disposing or dumping.

“Reservation Agreement” means an agreement relating to the future sale of a Condominium Unit
which is not binding on the prospective purchaser and which grants such prospective purchaser the
right to cancel the agreement without penalty and obtain a refund of any funds deposited at any
time until the prospective purchaser executes a Condominium Unit Sales Agreement.

“Schedule of Performance” means the document describing the schedule by which pre-
construction activities, construction and development will be completed, which is attached hereto as
Exhibit B.

“Schematic Design Documents” mean collectively, (a) cost estimates for the Project and (b) the
design documentation set forth below, all of which have been submitted by Developer to PDC and
accepted by PDC on or about February 17, 2006 and attached hereto as Exhibit C-2:

= Documents describing the Project program and establishing the design of the Project
illustrating the scale and relationship of the Project components;

= Documents that include a site plan, site elevations, preliminary building plans, sections
and elevations;

= Three-dimensional representations of the Project in the site that may include study
models, perspective sketches, electronic modeling or combinations of this media;

= Preliminary selections of major building systems and construction material shall be
noted on the drawings or described in writing.

“Scope of Development” means the detailed description of the new improvements to be built
comprising the Project, which is attached hereto and incorporated herein as Exhibit C-1.

“Senior Loan” or “PDC Senior Loan” means the financing that PDC provides to the Investment
Fund on such terms and conditions as may be approved by the PDC Loan Committee, as part of the
Project funding structure described in Section 3.1 below.

“Tax Counsel” means an attorney at law or firm of attorneys of nationally recognized standing in
matters pertaining to NMTCs, duly admitted to practice law before the highest court of any state of
the United States of America.

“Tax Credit Investor” means the entity purchasing the New Markets Tax Credits.

“Tenant Improvements” means tenant improvements and/or equipment which will be
independently financed, acquired, constructed and installed by each Condominium Unit Owner
within its respective Condominium Unit.
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85.

86.

“Transaction Documents” means the documents necessary to implement the financing structure
described in Section 3.1, including without limitation the following: (a) the Collateral Agency
Agreement to be executed by and ; (b) the Senior Loan
Agreement to be executed by PDC and the Investment Fund; (c) the Operatmg Agreement of the
Investment Fund; (d) the Operating Agreement of Marco CDE ; (e) the Real Estate Collateral
Documents; (f) the Condominium Unit Sales Agreement for each Condominium Unit in the Project
Condominium; (g) the Real Estate Loan Promissory Notes; (h) the Real Estate Loan Trust Deeds;
(i) the Assignment Agreements to be executed by Developer to assign to Marco CDE Developer’s
interest in each Condominium Unit Owner Promissory Note and each Condominium Unit Owner
Trust Deed; (j) all documentation evidencing full/partial satisfaction of Developer’s obligations
under the Developer Promissory Note as Developer assigns to Marco CDE its interest in the
Condominium Unit Owner Promissory Notes and the Condominium Unit Owner Trust Deeds; (k)
the Pledge Agreement to be executed by ; (I) the Real Estate Loan Documents;
(m) all documentation evidencing the transfer to PDC of all interest of Marco CDE in each Real
Estate Loan Promissory Note and each Real Estate Loan Trust Deed at the end of the Real Estate
Loan 10-Year Period; and (n) all documentation evidencing satisfaction of obligations of the
Investment Fund under the PDC Senior Loan, all as will be defined in those documents approved
by PDC.

“Unavoidable Delay” shall have the meaning ascribed thereto in Section 8.9.

1. GENERAL TERMS OF CONVEYANCE

11 Conveyance of Property. Upon satisfaction of the Conditions Precedent to Conveyance in

Section 1.5 hereof, and upon Developer’s payment of the Purchase Price, PDC will convey
the Property to Developer pursuant to a Bargain and Sale Deed in substantially the form
attached hereto as Exhibit A. Closing shall occur in an escrow closing at the office of the
Escrow Agent not later than the date set forth in the Schedule of Performance, unless the
Closing Date is extended by the Parties

1.2 Purchase Price. The Purchase Price for the Property is FIVE HUNDRED THOUSAND

AND NO/100 DOLLARS ($500,000). At Closing, the Deposit described in Section 1.8
below shall be converted to cash and credited to the Purchase Price.

1.3 Title Review.

1.3.1  Within fifteen (15) days following the Effective Date PDC will deliver to Developer
an updated preliminary title report and copies of all exception documents (the “Title
Report™). Within twenty days following its receipt of the Title Report, Developer
may object to PDC in writing to any exceptions to title. If Developer does not
object to any exceptions to title in writing within the twenty-day period, the
Developer shall be deemed to have accepted the title as shown in the Title Report.
Within ten (10) days of Developer’s written notice to PDC objecting to any
exceptions to title, if any, PDC shall notify Developer in writing of its intention to
remove or not remove the objectionable exceptions to title prior to Closing. If PDC
refuses to remove any such objected to exceptions, Developer may terminate this
Agreement or proceed to close subject to same. If Developer does not object to any
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1.4

exceptions to title in writing within the twenty-day period, the Developer shall be
deemed to have accepted the title as shown in the Title Report.

Following the lapse of all time periods referenced in the immediately preceding
paragraph, PDC agrees, so long as no default has occurred under this Agreement
and until the time of Closing set forth in the Schedule of Performance attached
hereto as Exhibit B, to (a) timely pay all taxes, assessments, charges or liens that
may be levied or assessed upon the Property, before any tax, assessment, charge or
lien becomes past due or delinquent, and before commencement of any foreclosure
or collection proceedings and (b) refrain from voluntarily creating or assuming any
lien or encumbrance upon any portion of the Property, except for liens that have
been bonded against pursuant to Oregon law, encumbrances for property taxes not
yet due and payable, and encumbrances which arise in connection with the Alley
Vacation, the Land Division, the possible addition of new utilities to the Property,
the relocation of existing utilities located on the Property and the recording of
memoranda to evidence the execution of this Agreement. With the exception of
those encumbrances listed in the last clause of the immediately preceding sentence,
PDC shall not, without Developer's prior written consent, otherwise voluntarily
place or allow any liens or encumbrances to be placed on the Property.

1.3.2  Developer may obtain an update to the Title Report at any time prior to the Closing
and Developer shall promptly provide PDC with a copy of any such updated Title
Report. Within twenty days following its receipt of an update, Developer may
object to PDC in writing to any exceptions to title. If Developer does not object to
any exceptions to title in writing within the twenty-day period, the Developer shall
be deemed to have accepted the title as shown in the update. Within ten (10) days
after Developer’s written notice to PDC objecting to any exceptions to title, if any,
PDC shall notify Developer in writing of its intention to remove or not remove the
objectionable exceptions to title prior to Closing. If PDC refuses to remove any
such objected to exceptions, Developer may terminate this Agreement or proceed to
close subject to same. Any exceptions to which Developer does not timely object in
writing or otherwise accepts at Closing are the “Final Permitted Exceptions”.

Title Insurance, Survey, Property Taxes and Closing Costs. PDC, at its expense, shall
provide Developer with a standard coverage ALTA Owner's Policy of Title Insurance, issued
by Escrow Agent, covering the Property insuring Developer in the amount of the Purchase
Price, free and clear of encumbrances except the Final Permitted Exceptions. Developer, at
its option and its expense, may elect to obtain extended coverage under such policies of title
insurance and PDC agrees to execute any affidavits or other documents required by the
Escrow Agent to enable Developer to obtain such coverage. Developer may elect to obtain a
survey of the Property at its own expense. The costs for recording a Memorandum of this
Agreement, the Deed and any other documents required by Developer to be recorded will be
paid by Developer. Each Party shall pay one-half (1/2) of any escrow fees charged by
Escrow Agent. Developer shall be obligated to pay all property taxes from and after the
Closing Date, including any property taxes due on the Property as a result of its transfer to a
taxable entity and the subsequent loss of the public ownership tax exemption. Any
assessments on the Property shall be prorated as of the Closing Date, except that PDC shall
be obligated to pay installments due through the Closing Date for any assessments that may
be paid in installments, and Developer shall be responsible for installment payments due after
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the Closing Date. All other Closing costs, if any, shall be allocated in accordance with the
customary practice in Multnomah County.

Conditions Precedent to Conveyance.

151

Conditions Precedent. Developer and PDC are not obligated to close unless the
following Conditions Precedent are satisfied to the reasonable satisfaction of the
benefited Party. The Party benefited by a particular Condition Precedent shall not
unreasonably withhold approval of a Condition Precedent or delay acknowledgment
that the Condition Precedent has been satisfied. The Parties shall act diligently and
in good faith to satisfy Conditions Precedent over which they have control or

influence.
(a)
1)

(2)
)

(4)

()

(6)

To the Satisfaction of Both PDC and Developer:

The Final Construction Plans and Specifications (including
the Demolition and Seismic Upgrade Plans) relating to the
Project shall have been approved by PDC pursuant to
Section 3.2 herein.

Reserved.

All land use approvals for the Project required by Title 33 of the

Code of the City of Portland, have been secured and no appeal of
any required approval shall have been filed, and the time for any

such appeal shall have expired. If an appeal has been filed, it has
been finally resolved.

The City of Portland Bureau of Development Services (“BDS”)
shall be ready to issue at minimum one of the following: a limited
foundation, seismic and/or demolition building permit which
would be required to initiate construction of the Project, to
undertake demolition of certain improvements necessary to
construct the Project and/or to undertake certain seismic
improvements, subject only to Developer’s ownership of the
Property. No appeal of such permit shall have been filed, and the
time for such appeal shall have expired. If an appeal has been
filed, it has been finally resolved.

Developer shall provide to PDC a draft commitment for the Real
Estate Loan at least one (1) month prior to the Closing Date set
forth in the Schedule. Developer shall have received a final
commitment for the Real Estate Loan, in form and on terms
acceptable to Developer and PDC, on or before five (5) business
days prior to the Closing Date in the Schedule.

Developer shall have demonstrated the financial feasibility of the
Project, including acquisition, rehabilitation and new
construction, by providing to PDC evidence satisfactory to PDC
that the Marco CDE is prepared to close the Real Estate Loan in
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(7)

(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)
(16)

(17)
(18)

an amount sufficient to fund the Project, not later than five (5)
business days prior to the Closing Date in the Schedule.

Developer shall have entered into a Construction Contract for the
construction and rehabilitation of the Project.

All Transaction Documents shall be in form and substance
acceptable to PDC and Developer.

All Real Estate Loan Documents shall be in form and substance
acceptable to PDC and Developer.

The Condominium Unit Sales Agreement shall be in form and
substance acceptable to PDC and Developer.

There shall be no litigation pending that prevents PDC or
Developer from performing their respective obligations under this
Agreement.

Neither party shall be in default under any material term or
condition of this Agreement, including the completion of each
task shown on the Schedule of Performance to be completed as of
Closing. Each party represents to the other that, as of the date
hereof, there are no material defaults under this Agreement or
events, that now or with the passage of time would constitute a
material default under this Agreement.

Developer shall have accepted or waived exceptions to title and
the condition of the Property, subject only to the Final Permitted
Exceptions.

PDC shall have received an opinion from Tax Counsel selected
by the Portland Family of Funds, addressed to PDC, in form and
substance satisfactory to PDC, which opines that the sale of
Condominium Units, including the assumption of the Real Estate
Loan by the prospective purchasers of the Condominium Units,
(A) is permitted under NMTC regulations, (B) will not result in
recapture, loss or disallowance of all or a portion of NMTCs and
(C) will not have a material, adverse effect on the amount and
timing of NMTCs projected to be available to the Tax Credit
Investor in accordance with financial projections to be prepared
by the Portland Family of Funds (and approved by PDC) for the
Project.

Reserved.

The Board of Commissioners of the Portland Development
Commission shall have authorized the transaction contemplated
by this Agreement.

Reserved.

All Condominium Documents (other than the plat) shall (i) be in
form and substance acceptable to PDC and Developer and (ii)
have been approved by PDC in accordance with Section 5.3.
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(19)

(20)

(21)

(22)

(23)

(24)

(25)

(26)

(27)

The tax credit investor(s) for the purchase of the New Market Tax
Credits shall have entered into binding agreements, in form and
substance satisfactory to PDC, with the Investment Fund for the
purchase of the New Market Tax Credits.

The Closing of the PDC Senior Loan shall have occurred or shall
be consummated simultaneously with the conveyance of the
Property by PDC to Developer.

The Closing of the Real Estate Loan by Marco CDE and
Developer shall have occurred or shall be consummated
simultaneously with the conveyance of the Property by PDC to
Developer.

Neither party shall be in default under any material term or
condition of Transaction Documents. Each party represents to the
other that, as of the date hereof, there are no material defaults
under the Transaction Documents or events, that now or with the
passage of time would constitute a material default under the
Transaction Documents.

Escrow Agent shall have issued to Developer and PDC a binding
commitment (a) satisfactory to Developer, to issue to Developer
an Owner's Title Insurance Policy covering the Property in an
amount not less than the Purchase Price, subject only to the Final
Permitted Exceptions; and (b) satisfactory to Developer and PDC,
as lender, to issue a Lender’s Extended Title Insurance Policy in
an amount not less than the PDC Senior Loan, the PDC
predevelopment loans and all other financing to be provided
directly or indirectly by PDC to finance the costs of the Project.

The Land Division and Alley Vacation shall be final and the plat
recorded.

All documentation necessary to evidence the restrictive covenant
described in Section 5.10 shall have been recorded against the
Property in form and substance satisfactory to PDC and shall
include a provision which indicates that such restrictive covenants
will be effective with respect to each Condominium Unit once the
Condominium Documents have been recorded in the real property
records of Multnomah County, Oregon.

Developer shall have provided to PDC a development budget
(including itemized sources and uses of funds) for the Project, in
form and substance satisfactory to PDC and Developer.

Developer shall have secured equity commitments to the extent

necessary to complete acquisition, rehabilitation and new
construction of the Project.
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(28)

(29)

(30)

(b)
)

)
®3)

(4)

(5)
(6)

(©)
)

(2)

®3)
(4)
Q)

(6)

PDC shall have approved the basic traffic management plan for
site operations described in Section 5.4.

Fully executed original counterparts of all Transaction
Documents and Real Estate Loan Documents shall have been
delivered to the Escrow Agent for the Closing.

Developer shall have entered into a Good Neighbor Agreement
with the King Neighborhood Association, as described in Section
5.7.

To Developer’s Satisfaction:

Developer shall have determined that PDC has title to the
Property subject only to the Final Permitted Exceptions.

Reserved.

PDC shall not be in default under any material term or condition
of this Agreement. As of Closing, PDC shall represent to
Developer that there are no material defaults by PDC under this
Agreement or events which with the passage of time would
constitute a material default by PDC under this Agreement.

PDC'’s representations and warranties stated in Section 1.6 herein
are true and correct as of the Closing Date.

Reserved.

Developer shall be reasonably satisfied with the physical and
environmental condition of the Property as of the Closing Date.

To PDC'’s Satisfaction:

Developer shall have made the Escrow Deposit at the time and in
the amount specified in this Agreement.

Developer shall provide evidence satisfactory to PDC that
Developer has satisfied all conditions precedent to the initial
disbursement of the Real Estate Loan, including without
limitation, the terms set forth in this Agreement (including
Exhibit 1) and all Real Estate Loan Documents.

Reserved.
Reserved.

Developer shall have provided to Escrow Agent articles of
organization, operating agreement and a certificate of good
standing from the Secretary of State of the State of Oregon dated
no earlier than ten days prior to Closing.

Developer shall have provided to Escrow Agent evidence of the
corporate approvals of Developer authorizing (i) the execution of
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(7)
(8)

(9)

the Real Estate Loan Documents, (ii) the execution of the
Transaction Documents, and (iii) the performance of the
transactions contemplated by this Agreement, the Real Estate
Loan Documents and the Transaction Documents, including
without limitation, the Closing and acquisition, rehabilitation, and
new construction of the Project.

Reserved.

Developer shall have provided evidence satisfactory to PDC that
demonstrates that there will be Real Estate Loan proceeds
available for draw (in excess of those amounts which are
necessary to fund the Project Capital Costs, the Capitalized Debt
Service Payments and the Capitalized Maintenance Fee
Payments) in the minimum amount of $450,000,as shown in the
final Project development budget (including itemized sources and
uses of funds) as of the date of Closing, which will serve as a
Construction Cost Contingency.

Developer shall have demonstrated the ability of the Project to
generate sufficient revenues to pay debt service on the Real Estate
Loan by providing evidence satisfactory to PDC that Developer
has (i) executed binding Condominium Unit Sales Agreements for
50% or more of the saleable square footage contained in all
Condominium Units in the Project with prospective purchasers of
Condominium Units which have been approved by PDC in
accordance with Section 5.9 and (ii) demonstrated that there will
be Real Estate Loan proceeds available for draw (in excess of
those amounts which are necessary to fund the Project Capital
Costs, the Capitalized Maintenance Fee Payments and the
Construction Cost Contingency) in amounts sufficient, as shown
in the final Project development budget (including itemized
sources and uses of funds) as of the date of Closing, to pay a
proportionate share of debt service on such portion of the Real
Estate Loan which is allocable to any unsold Condominium Units
for a minimum period of at least one year from the date on which
debt service payments on the Real Estate Loan commence
(“Capitalized Debt Service Payments”). A credit to the amount
required to be available for draw under the PDC Senior Loan and
the Real Estate Loan, respectively, for Capitalized Debt Service
Payments will be made for any lease revenues generated from one
or more lessees of unsold Condominium Unit(s) that are being
leased by Developer for a term of at least three years and at lease
rates sufficient to generate net operating income to pay a
proportionate share of debt service on the Real Estate Loan which
is allocable to such leased Condominium Unit(s) for a minimum
period of at least three years from the date on which debt service
payments on the Real Estate Loan commence.
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(10)

(11)

(12)

(13)

(14)

Developer shall (a) provide to PDC a copy of each executed
Condominium Unit Sales Agreement for each Condominium Unit
sold by Developer and (b) provide to PDC evidence satisfactory
to PDC that Developer has collected and deposited into an
irrevocable escrow account a six percent (6%) nonrefundable
Down Payment from each prospective purchaser of a
Condominium Unit (“Down Payment Escrow”). The applicable
amounts deposited into the Down Payment Escrow shall be
released to Developer upon closing of the sale for each respective
Condominium Unit.

Developer shall have registered for LEED certification and shall
provide PDC with documentation of the Project’s anticipated
LEED credits, evidencing anticipated credits sufficient to reach
the LEED Silver level.

Developer shall not be in default under any material term or
condition of this Agreement. As of Closing, Developer shall
represent to PDC that there are no material defaults by Developer
under this Agreement or events which with the passage of time
would constitute a material default by Developer under this
Agreement.

Developer shall have provided evidence satisfactory to PDC that
demonstrates that there will be Real Estate Loan proceeds,
available for draw to pay Capitalized Debt Service Payments and
Capitalized Maintenance Fee Payments (in excess of those
amounts which are necessary to fund the Project Capital Costs
and the Construction Cost Contingency), equal to the greater of
(i) $68,000 or (ii) an amount equal to $4.72 multiplied by the total
saleable square footage in the Condominium Units that remain
unsold at Closing (for purposes of this Section 1.5.1(c)(13),
unsold Condominium Units are units with respect to which there
is neither a binding Condominium Unit Sales Agreement nor a
binding lease with a term of at least three years and with lease
rates sufficient to generate net operating income to pay a
proportionate share of debt service on the Real Estate Loan
allocable to the leased Condominium Unit and to pay the
condominium association fees and assessments assessed to the
leased Condominium Unit, for a minimum period of at least three
years from the date on which debt service payments on the Real
Estate Loan commence.).

Developer’s representations and warranties stated in Section 1.7
herein are true and correct as of the Closing Date.

Elections upon Non-Occurrence of Conditions Precedent. Except as provided
below, if any Condition Precedent in Section 1.5.1 is not fulfilled to the satisfaction
of the benefited Party or Parties on the earlier of (i) the date designated for
satisfaction of the Condition Precedent, or (ii) on the date scheduled for Closing,
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subject to any extension that may granted pursuant to this Section 1.5.2, then such
benefited Party or Parties may elect to:

(@)

(b)

(©)

Terminate this Agreement, which termination shall become
effective thirty (30) days after the notice of termination is sent
(“Termination Date”) unless, before the thirty (30) day period
ends, the other Party fulfills such unfulfilled Condition or
Conditions Precedent to the reasonable satisfaction of the benefited
Party or Parties; or

Waive in writing the benefit of that Condition Precedent to its
obligation to perform under this Agreement, and proceed in
accordance with the terms hereof; or

Extend the Termination Date by which the applicable Condition
Precedent may be satisfied, and if the other Party agrees in writing
to the extension.

Final Termination Date.

(@)

(b)

(©)

If all of the Conditions Precedent to Conveyance under Section
1.5.1. have not been satisfied, waived or otherwise resolved
pursuant to this Agreement on or before September 15, 2006, then
this written Agreement shall automatically terminate on September
30, 2006 (“Final Termination Date”) unless the date for satisfying
the unsatisfied Condition(s) Precedent is extended by agreement of
the Parties prior to the Final Termination Date, or unless the failure
of satisfaction of the Conditions Precedent is the result of an
Unavoidable Delay, as described in Section 8.9 below (Force
Majeure).

If the Final Termination Date is extended for a period of
unavoidable delay, the maximum period of unavoidable delay shall
be no longer than 180 days.

If the Agreement is terminated for failure of satisfaction of the
Conditions Precedent, then the obligations of the Parties to each
other under this Agreement shall terminate and the Deposit, plus
interest earned thereon, if any, shall be returned to Developer as
the exclusive remedy for such termination.

1.6 PDC Representations and Warranties. PDC represents that:

16.1

Except as has been disclosed to Developer in the Environmental Reports, to PDC’s
knowledge, there has been no generation, manufacture, refinement, transportation,
treatment, storage, handling, disposal, transfer, release or production of Hazardous
Substances, or other dangerous or toxic substances or solid wastes on the Property,
or underground storage tanks existing on the Property, except in compliance with
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1.6.2

1.6.3

164

1.6.5

1.6.6

1.6.7

1.6.8

1.6.9

Environmental Laws currently in effect, and PDC has not received notice of the
release of any Hazardous Substances on the Property.

PDC has full power and authority to enter into and perform this Agreement in
accordance with its terms, and all requisite action has been taken by PDC in
connection with the execution of this Agreement and the transactions contemplated
hereby.

PDC is not a “foreign person” within the meaning of Section 1445(f) (3) of the
Internal Revenue Code of 1986, as amended.

To the best of PDC’s knowledge, there is no litigation, action, suit, or any
condemnation, environmental, zoning, or other government proceeding pending or
threatened, which may affect the Property, PDC’s ability to perform its obligations
under this Agreement, or Developer’s ability to develop the Project.

To the best of PDC’s knowledge, and except as disclosed in writing to Developer,
the Property is in compliance with all applicable laws, rules, regulations, ordinances
and other governmental requirements (“Laws”).

Except as disclosed to Developer in the Environmental Reports, PDC has not
received or given any notice stating that the Property is in violation of any Laws;
provided, however that PDC makes no representation as to the availability or
suitability of utility connections to the Property.

No representation, warranty or statement of PDC in this Agreement or any of the
exhibits attached contains any untrue statement of a material fact or omits a material
fact necessary to make the statements of facts contained herein not misleading.

As of the date hereof, there are no defaults by PDC under this Agreement or events
that with the passage of time would constitute a default of PDC under this
Agreement.

“PDC’s knowledge” shall mean the actual knowledge of the managerial and
supervisory personnel of PDC having responsibility for the supervision of the
Property.

1.7 Developer Representations and Warranties. Developer represents that:

171

1.7.2

Developer has full power and authority to enter into and perform this Agreement in
accordance with its terms, and Developer has taken all requisite corporate action in

connection with, and obtained all requisite corporate approvals for, the execution of
this Agreement and the transactions contemplated hereby.

No representation, warranty or statement of Developer in this Agreement or any of
the exhibits attached contains any untrue statement of a material fact or omits a
material fact necessary to make the statements of facts contained herein not
misleading.
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1.8

1.7.3  As of the date hereof there are no defaults by Developer under this Agreement or
events that with the passage of time would constitute a default of Developer under
this Agreement.

1.7.4  Developer enters into this Agreement without reliance upon any verbal
representation of any kind by PDC, its employees, agents or consultants regarding
any aspect of the site, the Project, its feasibility, financing or compliance with any
governmental regulation.

Escrow Deposit. Within five business days following execution of this Agreement Developer
will deposit TEN THOUSAND AND NO/100 DOLLARS ($10,000.00) in the form of a
promissory note (“Deposit”) with the Escrow Agent. The Escrow Agent will hold the
Deposit, with escrow instructions consistent with this Section 1.8.

1.8.1  Upon Closing, the Deposit shall be converted to cash by Developer and shall be
credited to the Purchase Price.

1.8.2 If Conditions Precedent to Closing are not satisfied or waived for reasons other
than a default by the other Party, and a Party terminates the Agreement for failure of
Conditions Precedent to Closing, then the Escrow Agent shall dispose of the
Deposit according to the terms of Section 1.5.3 above.

1.8.3  Ifeither Party is in default prior to Closing, and the Agreement is terminated by the
non-defaulting Party, the Escrow Agent shall dispose of the Deposit according to
Section 8.2 or Section 8.6, whichever is applicable.

2. PROPERTY CONDITION AND ENVIRONMENTAL MATTERS

2.1

2.2

2.3

2.4

Utility Service. PDC makes no representation as to the availability or suitability of utility
connections to the Property. Developer shall pay any costs of installation, connection, or
upgrade. Developer shall pay all costs of new utilities to serve the Project. Developer has
determined that public and private utilities are available to the Property with sufficient
capacity to serve the Project and that any utilities located within the Property are acceptable
or shall be removed by Developer.

Infrastructure. Except as otherwise expressly provided in this Agreement, Developer shall
design and construct, at its own expense, any infrastructure improvements relating to the
Project, and/or required as conditions of City permits or land use approvals, including, but
not limited to, sidewalks, lighting, and landscaping.

Reserved.

Subsurface, Surface and Building Conditions. Except for the representations and
obligations of PDC set forth in this Agreement, PDC will convey the Property to Developer
“AS IS” upon satisfaction of all Conditions Precedent set forth in Section 1.5. Except as
otherwise specifically provided in this Agreement, PDC makes no warranties or
representations as to the suitability of the soil conditions or any other conditions of the

Page 20 of 67

AGREEMENT FOR DISPOSITION AND REDEVELOPMENT OF PROPERTY AT
5225 N.E. MARTIN LUTHER KING JR. BOULEVARD



Board Resolution 6340 — Vanport Partners DDA Exhibit A
March 8, 2006 Page 21 of 67

2.5

Property or of any structures thereon for any improvements to be constructed by the
Developer, and Developer warrants that it has not relied on any representations or warranties,
made by the PDC as to the environmental condition of the Property, the suitability of the soil
conditions or any of the conditions of the Property for any improvements to be constructed by
the Developer. Except for a breach of PDC representations and warranties expressly set forth
in this Agreement, Developer agrees that PDC will not be liable for any loss, cost or damage
which may be caused or incurred by Developer by reason of any such soil or physical
conditions on the Property. PDC has allowed Developer free access to PDC’s records with
respect to conditions of the soils and will assist in obtaining the cooperation of other public
and private agencies having such information.

Environmental Matters
251 Environmental Remediation Activities. PDC has removed or otherwise abated:

(a) all known and accessible regulated and hazardous building
materials in strict compliance with the “Marco Machine
Shop, 5225-5231 NE MLK, Clayton Group Services Report”
dated July 10, 2003; and

(b) all known and accessible impacted soil on the Property in
strict compliance with (i) the “Site Closure Report, Vanport
Project Site — 5001-5231 NE MLK, Hart Crowser” dated
December 9, 2004 and (ii) Department of Environmental
Quality (“DEQ”) Independent Cleanup Pathway voluntary
agreement (ESCI Site ID No. 4115), which resulted in an
unrestricted DEQ No Further Action determination letter
dated April 4, 2005.

2.5.2  Indemnification. Developer shall comply with all Environmental Laws with
respect to its business and the operation of the Project from and after the date of
Conveyance, except for matters caused in whole or in part by the act or failure to
act of PDC, its employees, agents, contractors, or invitees. Developer shall defend,
indemnify and hold harmless PDC, its successors and assigns, against any and all
damages, claims, losses, liabilities and expenses, including, without limitation,
reasonable legal, accounting, consulting, engineering and other expenses which may
be imposed on or incurred by PDC, its successors or assigns, or asserted against
PDC, its successors or assigns, by any other party or parties, including, without
limitation, a governmental entity, arising out of or in connection with any violation
of Environmental Laws by Developer. The indemnity set forth in this Section 2.5.2
shall survive the issuance of the Certificate of Completion.

2.5.3  Contribution. The foregoing indemnity does not limit any rights of contribution
that the parties may have against others under applicable law or agreement. The
indemnity is intended only as an allocation of responsibility between the parties to
this Agreement.
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3. DEVELOPMENT

3.1

Project Financing. Developer will obtain all construction and permanent financing in a total
amount not to exceed EIGHT MILLION SEVEN HUNDRED THOUSAND AND NO/100
DOLLARS ($8,700,000) to finance the Maximum Project Costs. The Parties acknowledge
an innovative funding structure for the Project, which, by its nature, requires a series of
complex transactions to convey the Property and to provide the public and private funds
necessary to finance the Maximum Project Costs. The following is a general description of
the financing structure. The financing structure will be more specifically described in the
Real Estate Loan Documents and the Transaction Documents.

311

General. Developer will obtain a commitment from the Marco CDE to make
available the Real Estate Loan in an amount sufficient to finance the Maximum
Project Costs. The total amount of the Real Estate Loan disbursed by Marco CDE
to Developer to enable Developer to pay for the Project Capital Costs and the
amount of actual disbursements of the Capitalized Debt Service Payments and the
Capitalized Maintenance Fee Payments may be less than or equal to the Maximum
Project Costs. Developer will pay for the Project Capital Costs and the amount of
actual disbursements of the Capitalized Debt Service Payments and the Capitalized
Maintenance Fee Payments using funds derived from the Real Estate Loan. The
proceeds of the Real Estate Loan will be generated from multiple sources: (a) the
Senior Loan and (b) the cash sum of the anticipated net proceeds from the sale of
New Markets Tax Credits derived from the Project. To effect the investment of
these funds into the Project, PDC will make the Senior Loan to the Investment
Fund, and the Investment Fund will make a Qualified Equity Investment in the
amount of the PDC Senior Loan and the cash sum of net proceeds generated from
the sale of New Markets Tax Credits, as equity into Marco CDE. Marco CDE, after
satisfaction or waiver by PDC of (i) all Conditions Precedent to conveyance of the
Property stated in Section 1.5 above and (ii) all conditions precedent to the closing
and disbursement of the Senior Loan, and satisfaction of all conditions precedent to
disbursement of the Real Estate Loan, will make the Real Estate Loan to the
Developer in the manner described in the immediately succeeding paragraph.

To finance the Maximum Project Costs, Marco CDE will make a Real Estate Loan
to Developer in an amount not to exceed the Maximum Project Costs. In return,
Developer will execute (a) a Developer Promissory Note in favor of Marco CDE in
the amount of the Maximum Project Costs to evidence the obligation of Developer
to repay all amounts disbursed under the Real Estate Loan and (b) a Developer
Trust Deed which shall secure Developer obligations under the Developer
Promissory Note.

Upon completion of the Project, Developer will record all Condominium
Documents necessary to form the Project Condominium form of ownership for the
Project. Developer will own all Condominium Units in the Project until Developer
conveys its ownership interest in such Condominium Units to owner-occupied
businesses. Developer will sell ownership interests in all Condominium Units of
the Project to owner-occupied businesses at a total sales price which equals not
more than the sum of (a) the Project Capital Costs, plus (b) the amount of actual
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3.1.2

disbursements of Capitalized Debt Service Payments and Capitalized Maintenance
Fee Payments for the Project, plus (c) the six percent (6%) Down Payment to be
paid by each prospective purchaser on the purchase of each Condominium Unit,
plus (d) the Construction Cost Contingency. Upon acquiring fee title to a
Condominium Unit in the Project, each Condominium Unit Owner will execute (a)
a Condominium Unit Owner Promissory Note in favor of Developer which
evidences the obligation of the Condominium Unit Owner to pay the purchase price
for a particular Condominium Unit in connection with such Condominium Unit
Owner’s purchase of such respective Condominium Unit and (b) a Condominium
Unit Owner Trust Deed which shall secure obligations of such Condominium Unit
Owner under the corresponding Condominium Unit Owner Promissory Note. Each
Condominium Unit Owner Promissory Note shall be made in an amount which
equals such portion of the Real Estate Loan allocable to each respective
Condominium Unit, excluding the six (6%) Down Payment.

As the closing for the sale of each Condominium Unit is consummated, Developer
shall assign its interest in each Condominium Unit Owner Promissory Note and
corresponding Condominium Unit Owner Trust Deed to Marco CDE and thereby
achieve a corresponding partial satisfaction of a proportionate amount of
Developer’s obligation under the Developer Promissory Note with respect to the
Real Estate Loan.

As of the date when Developer’s ownership interest in 100% of the square footage
of all Condominium Units in the Project has been conveyed to third party
Condominium Unit Owners, (a) the sum total of all Condominium Unit Owner
Promissory Notes will equal in aggregate (i) the Project Capital Costs, (ii) the
amount of actual disbursements of Capitalized Debt Service Payments and
Capitalized Maintenance Fee Payments for the Project, and (iii) the Construction
Cost Contingency and (b) the Developer Promissory Note shall be fully satisfied.

The first draw on the Real Estate Loan will be used to (1) pay off any outstanding
predevelopment loan balances owed by the Developer to PDC in connection with
the 2005 Predevelopment Loan and the 2006 Predevelopment Loan in accordance
with Section 3.1.3 and (2) pay to PDC the cost of acquiring the Property which
serves as the site for the Project.

Each Condominium Unit Owner shall be responsible for financing, acquiring,
constructing and installing Tenant Improvements within its own respective
Condominium Unit. A community bank has agreed to provide a standard loan
package to prospective Condominium Unit purchasers.

PDC Senior Loan. At Closing, PDC agrees to make the Senior Loan in the amount
not to exceed SIX MILLION EIGHT HUNDRED THOUSAND AND NO/100
DOLLARS ($6,800,000) to the Investment Fund. The terms and conditions of the
PDC Senior Loan shall be approved by the PDC Loan Committee within the
parameters set forth in this Section 3.1.2. However, at a minimum, no disbursement
of the Senior Loan will occur unless and until:

@ All of the following conditions precedent to closing the Senior
Loan have been satisfied:
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)

(2)

)

(4)

()

(6)

(7)

(8)

(9)

The Investment Fund has been validly organized and is in good
standing in the state where organized. The form and substance of
the operating agreement (and other organizational documents) of
the Investment Fund have been approved by PDC.

Marco CDE has been validly organized and is in good standing in
the state where organized. The form and substance of the
operating agreement (and other organizational documents) of
Marco CDE have been approved by PDC.

PDC shall have approved the form and content of all Transaction
Documents, all Real Estate Loan Documents and any other related
agreements. Approval of the Real Estate Loan Documents shall
not be unreasonably withheld so long as the terms and conditions
of the Real Estate Loan are consistent with the terms and
conditions included in this Agreement, including without
limitation, Section 3.1 and Exhibit I.

All other funds to be loaned or invested in the Project have been
committed to the satisfaction of PDC.

Reserved.

The City of Portland BDS shall be ready to issue at minimum one
of the following: a limited foundation, seismic and/or demolition
building permit which would be required to initiate construction of
the Project, to undertake demolition of certain improvements
necessary to construct the Project and/or to undertake certain
seismic improvements, subject only to Developer’s ownership of
the Property. No appeal of such permit shall have been filed, and
the time for such appeal shall have expired. If an appeal has been
filed, it has been finally resolved.

The Land Division and Alley Vacation shall be final and the plat
recorded.

All land use approvals for the Project required by Title 33 of the
Code of the City of Portland shall have been obtained and no
appeal of any required approval shall have been filed, and the time
for such appeal shall have expired. If an appeal has been filed, it
has been finally resolved.

PDC shall have received an opinion from Tax Counsel selected by
the Portland Family of Funds, addressed to PDC, in form and
substance satisfactory to PDC, which opines that the sale of
Condominium Units, including the assumption of the Real Estate
Loan by the prospective purchasers of the Condominium Units,
(A) is permitted under NMTC regulations,(B) will not result in the
recapture, loss or disallowance of all or a portion of NMTCs and
(C) will not have a material, adverse effect on the amount and
timing of NMTCs projected to be available to the Tax Credit
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(10)

(11)

(12)
(13)

(14)
(15)

(b)

1)

Investor in accordance with financial projections to be prepared by
the Portland Family of Funds (and approved by PDC) for the
Project.

Fully executed original counterparts of all Transaction Documents
and Real Estate Loan Documents shall have been delivered to the
Escrow Agent for the Closing.

PDC shall have received either (a) a commitment letter from
private lender agreeing to provide financing for Tenant
Improvements to sold Condominium Units in the Project and the
terms and conditions of such commitment shall be acceptable to
PDC, (b) evidence satisfactory to PDC that the prospective
purchaser(s) of all sold Condominium Units have the ability to
independently finance Tenant Improvements from personal assets,
or (c) a combination of both (a) and (b).

All Condominium Documents (other than the plat) shall have been
approved by PDC in accordance with Section 5.3.

Reserved.
Reserved.

PDC shall have conveyed the Property to Developer in accordance
with the terms of this Agreement.

Terms and conditions of PDC’s commitment to make the PDC
Senior Loan are as follows:

The Loan Term of the PDC Senior Loan will equal (a) the
Construction Period and (b) a Permanent Period of twenty (20)
years. The Construction Period of the PDC Senior Loan will
equal (x) a period of 12 months beginning with the date of initial
disbursement of PDC Senior Loan proceeds, plus (y) up to two
Loan Extensions that may be granted by PDC to the Investment
Fund for the PDC Senior Loan upon receipt of no less than 30
days’ prior written notice of the Investment Fund provided that (i)
no default has occurred under the PDC Senior Loan, (ii) no event
has occurred, which with the passage of time would constitute a
default under the PDC Senior Loan, (iii) PDC shall have received
an opinion from Tax Counsel opining that the Loan Extensions
have no material adverse impact on the New Market Tax Credits
or the financing for the Project, (iv) PDC has determined, upon a
re-evaluation as to the quantity of unsold Condominium Units
which shall exist as of the date of expiration of the Loan
Extension(s), that there shall be sufficient amounts of Real Estate
Loan Proceeds available to fund Capitalized Debt Service
Payments under Section 1.5.1(c)(9) and Capitalized Maintenance
Fee Payments under Section 3.1.2(b)(11) for all unsold
Condominium Units as of the date of expiration of the Loan
Extension(s), (v) no default has occurred under this Agreement,
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the Transaction Documents or the Real Estate Loan Documents,
(vi) no event has occurred, which with the passage of time would
constitute a default under this Agreement, the Transaction
Documents or the Real Estate Loan Documents, (vii) all
representations and warranties of Developer set forth in this
Agreement, the Transaction Documents and the Real Estate Loan
Documents shall be true and correct as of the date on which the
Loan Extension(s) takes effect and (viii) Marco CDE is
unconditionally prepared to grant the request for Loan
Extension(s) for the Real Estate Loan. PDC will make the Senior
Loan to the Investment Fund, and the Investment Fund will make a
Qualified Equity Investment in the amount of the PDC Senior
Loan and the cash sum of net proceeds generated from the sale of
New Markets Tax Credits, as equity into Marco CDE.

As a condition to the PDC’s commitment to make the Senior Loan,
PDC will require that the Marco CDE provide the Real Estate
Loan to Developer for a Loan Term equal to (a) the Construction
Period and (b) a Permanent Period of twenty (20) years. The
Construction Period for the Real Estate Loan will equal (x) a
period of 12 months beginning with the date of initial
disbursement of Real Estate Loan proceeds, plus (y) up to two
Loan Extensions that may be granted by Marco CDE to Developer
upon receipt of no less than 30 days’ prior written notice of
Developer provided that (i) no default has occurred under the Real
Estate Loan, (ii) no event has occurred, which with the passage of
time would constitute a default under the Real Estate Loan, (iii)
Marco CDE shall have received an opinion from Tax Counsel
opining that the Loan Extensions have no material adverse impact
on the New Market Tax Credits or the financing for the Project,
(iv) no default has occurred under the Transaction Documents, (v)
no event has occurred, which with the passage of time would
constitute a default under the Transaction Documents, (vi) all
representations and warranties of Developer set forth in the
Transaction Documents and the Real Estate Loan Documents shall
be true and correct as of the date on which the Loan Extension(s)
takes effect and (vii) PDC shall have granted the request for the
Loan Extension(s) for the PDC Senior Loan.

At the end of the Real Estate Loan 10-Year Period, the Parties
anticipate that (i) the Marco CDE will effect the transfer to PDC of
its interest in the Real Estate Loan (and all underlying Real Estate
Loan Documents, all outstanding Real Estate Loan Promissory
Notes and all corresponding Real Estate Loan Trust Deeds), (ii) in
consideration of the transfer by Marco CDE to PDC of the Real
Estate Loan described in clause (i) above, the PDC Senior Loan
will be deemed paid in full, (iii) the Investment Fund will dissolve,
(iv) the Vanport CDE will dissolve and (v) PDC will become the
holder of all outstanding Real Estate Loan Promissory Notes and
corresponding Real Estate Loan Trust Deeds.
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(2)

©)

(4)

During the Real Estate Loan 10-Year Period, (i) the PDC Senior
Loan will be secured by a security interest in the ownership
interest of the Investment Fund in the Marco CDE and (ii) the Real
Estate Loan will be secured by one or more Real Estate Loan
Promissory Notes and one or more Real Estate Loan Trust Deeds
against the Property. The Real Estate Loan Trust Deeds will be
subordinate to the interest of other lenders providing tenant
improvement loans to the Condominium Unit Owners of
Condominium Units in the Project. The Parties anticipate that the
Transaction Documents will document the scope of the security
interest with the security document(s) giving PDC the right to act
as the collateral agent on behalf of Marco CDE for purposes of
directing all enforcement actions to be taken by Marco CDE in
case of default under the Transaction Documents, including
without limitation, foreclosure on the Property.

There will be no payments of principal and interest on the PDC
Senior Loan during the Construction Period or the first 10 years of
the Permanent Period of the PDC Senior Loan. Simple interest
will (i) accrue on the PDC Senior Loan during the first 10 years of
the Permanent Period of the PDC Senior Loan at rate of three
percent (3%) per annum and (ii) be payable at the end of the first
10-years of the Permanent Period of the PDC Senior Loan. No
interest shall accrue on the PDC Senior Loan during the
Construction Period.

As a condition of PDC’s commitment to make the PDC Senior
Loan, PDC shall require (i) the Real Estate Loan to bear interest at
a rate not to exceed three quarters of one percent (0.75%) per
annum during the Real Estate Loan 10-Year Period and (ii) semi-
annual interest-only payments on the Real Estate Loan during the
Real Estate Loan 10-Year Period. No interest shall accrue on the
Real Estate Loan during the Construction Period. Marco CDE
shall collect the interest-only payments on the Real Estate Loan
during the Real Estate Loan 10-Year Period for application at the
end of the Real Estate Loan 10-Year Period towards paying all
unpaid interest which accrued on the PDC Senior Loan.

As a condition of PDC’s commitment to make the PDC Senior
Loan, PDC shall require that (i) at the end of the Real Estate Loan
10-Year Period, the Real Estate Loan will bear simple interest at a
rate not to exceed three percent (3%) per annum, (ii) level monthly
payments of principal and interest will commence on the Real
Estate Loan at the end of the Real Estate Loan 10-Year Period
with the monthly payment calculated on the basis of a twenty year
amortization even though final maturity of the Real Estate Loan
will occur ten years after the end of the Real Estate Loan 10-Year
Period, and (iii) a balloon payment will be made at the end of the
Permanent Period in the amount of all remaining unpaid principal
and accrued interest on the Real Estate Loan .
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()

(6)

(7)

(8)

(9)

(10)

(11)

All unpaid principal and accrued interest on the PDC Senior Loan
will be due and payable in full at maturity or, at PDC’s option,
upon the occurrence of an event of default under the loan
agreement for the PDC Senior Loan or any other loan document
executed in connection therewith (including without limitation, a
sale of the Property or Project in violation of this Agreement) if
such event occurs prior to maturity of the PDC Senior Loan but
after the expiration of the NMTC compliance period.

As a condition of PDC’s commitment to make the PDC Senior
Loan, PDC shall require that obligations under the Real Estate
Loan may be assigned only with the prior written consent of PDC,
which consent may be conditioned on, among other things, the
assignee’s suitability under PDC’s underwriting standards and the
assignee’s acceptance of any new or revised loan terms and
conditions required by PDC.

PDC shall act as the disbursement agent for the Senior Loan and
shall have the right to approve any disbursements of the Real
Estate Loan in the form of loans or grants from Marco CDE to
Developer. Such rights will be further described in the
Transaction Documents and the Real Estate Loan Documents.

As a condition of PDC’s commitment to make the PDC Senior
Loan, PDC shall require that while the Real Estate Loan is
outstanding, all transfers, by sale, lease or otherwise, of
Condominium Units shall be subject to review and approval by
PDC to the extent of and in accordance with Sections 5.9 and 5.10.

As a condition of PDC’s commitment to make the PDC Senior
Loan, PDC shall require that at the conclusion of the Real Estate
Loan 10-Year Period, all undisbursed amounts of the Real Estate
Loan, including without limitation, those amounts which have
been held back for Capitalized Debt Service Payments and
Capitalized Maintenance Fee Payments, will not be available for
disbursement to Developer for any purpose.

Reserved.

Developer shall have provided evidence satisfactory to PDC that
demonstrates that there will be Real Estate Loan proceeds
available for draw (in excess of those amounts which are necessary
to fund the Project Capital Costs, the Capitalized Debt Service
Payments and the Construction Cost Contingency) in amounts
sufficient, as shown in the final Project development budget
(including itemized sources and uses of funds) as of the date of
Closing, to pay a proportionate share of condominium
maintenance fee assessments which are allocable to any unsold
Condominium Units for a minimum period of at least one year
from the date on which such condominium maintenance fee
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assessments commence (“Capitalized Maintenance Fee
Payments”).

3.1.3 PDC Predevelopment Loans.

(@)

(b)

Existing Predevelopment Loan. PDC has previously made a
predevelopment loan (“2005 Predevelopment Loan”) to Developer
in an amount not to exceed $188,000 to finance a portion of the
pre-development soft costs attributable to development of the
Project pursuant to a certain Predevelopment Loan Agreement
dated as of , 2005 (*2005 Predevelopment Loan
Agreement™), executed by and between PDC and Developer. All
2005 Predevelopment Loan funds disbursed by PDC to Developer
will be repaid from the first construction loan draw for the Project
if the Project proceeds to Closing. If the Project does not proceed
to Closing, then (i) the 2005 Predevelopment Loan will be forgiven
and (ii) Developer shall assign to PDC all contract rights including
work product on contracts to which the 2005 Predevelopment Loan
funds have been applied.

Additional Predevelopment Loan. Subject to the approval by the
PDC Loan Committee, PDC and Developer shall enter into a
second predevelopment loan agreement (“2006 Predevelopment
Loan Agreement”), making available to the Developer a
predevelopment loan (“2006 Predevelopment Loan”) in an amount
not to exceed $412,000 for predevelopment services for consulting,
architectural and engineering services, design review fees,
appraisal fees, permitting fees, legal fees and project management
fees necessary for Project development. The 2006 Predevelopment
Loan Agreement will without limitation establish minimum
requirements for disbursement. The 2006 Predevelopment Loan
funds will be disbursed to reimburse Developer for expenses
incurred, based on written evidence acceptable to PDC. Any
disbursed 2006 Predevelopment Loan funds will bear interest at a
rate of zero percent (0%) per annum, but if the Project proceeds to
Closing, all 2006 Predevelopment Loan funds disbursed by PDC to
Developer will be repaid to PDC from the first construction loan
draw for the Project. If the Project does not proceed to Closing, (i)
the 2006 Predevelopment Loan will be forgiven and (ii) Developer
shall assign to PDC all contract rights including work product on
contracts to which 2006 Predevelopment Loan funds have been
applied.

3.2 Plans, Drawings and PDC Review.

3.2.1  Developer will diligently pursue the design work necessary to construct the Project.
Developer and PDC will cooperate to complete the following described design
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review process in the spirit of an open and collaborative effort. Developer and PDC
have agreed to the Scope of Development and the Schematic Design Documents
which identify components of the Project that are the basis for entering into this
Agreement.

Developer shall prepare 25% Construction Drawings and Final Construction Plans
and Specifications and submit them to PDC for review and approval in accordance
with the Schedule of Performance. 25% Construction Drawings will be reviewed
for general conformance to the Project goals and conformance with this Agreement
and approved, if approved, by the Director of Development of PDC upon
recommendation of the PDC Project Manager prior to Developer submitting its
application to the City for design review. The Final Construction Plans and
Specifications will be reviewed for general conformance to the Project goals and
conformance with this Agreement and approved by the PDC Project Manager, if
approved, prior to their submittal to BDS for building permit approval. All plans
and specifications referred to in this Section 3.2 are collectively referred to herein as
the “Drawings”.

PDC will respond to request for review or approval within fifteen (15) business
days of receipt of documents underlying such request. PDC’s failure to timely
respond will be deemed approval or acceptance. Further, PDC will not
unreasonably withhold its approval of any Drawings for the Project which, in
PDC’s opinion, adequately address the following design and use objectives:

@ Pedestrian Environment. The design and materials of the Project
foster a safe, friendly and active pedestrian environment in the
Project area;

(b) Neighborhood Compatibility. The design for site and building
details, materials and colors are compatible with and
complementary to the Project’s neighborhood; The design
evidences methods to mitigate immediate neighbor impacts,
including, but not limited to, the following topics: outdoor storage,
garbage, noise, nighttime operations, deliveries, graffiti, outdoor
maintenance, outdoor lighting, and odors; the design is consistent
with implementation of the basic traffic management plan required
by Section 5.4 below;

(©) Serves as a Catalyst. The Project will serve as a model of well-
designed, high quality, sustainable “green” development, and will
be designed to enhance the neighborhood and to encourage
additional private investment on NE Martin Luther King, Jr. Blvd.

(d) Sustainability and LEED Certification. The design meets
PDC Sustainability Policy and the LEED Silver Certification
level.
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3.2.2

3.2.3

3.24

3.25

Scope of PDC Design Review. PDC’s review and approval of drawings will be
limited to conformance with the Project goals and this Agreement with respect to
the following elements of the Drawings submitted:

@ 25% Construction Drawings. Elements depicted in the 25%
Construction Drawings which were not, or are at a level of detail
which was not, approved in, or do not conform to the Schematic
Design Documents;

(b) Final Construction Plans and Specifications. Elements depicted in
the Final Construction Plans and Specifications which were not, or
are at a level of detail which was not, approved in, or do not
conform to, the approved 25% Construction Drawings.

Changes in Approved Drawings. If Developer wants to substantially change any
Drawings or plans after approval by PDC, Developer shall submit the proposed
changes to PDC for approval in conformance with Section 3.2.1. A substantial
change shall mean any change that would have a material impact on the function,
appearance or cost of the Project. Developer acknowledges that it may be required
to secure separate City approval of such changes. Any separate City approvals shall
be sought after PDC has approved the changes. PDC shall assist Developer
throughout PDC design review and any land use process of the appropriate bureaus
or agencies within the City, but PDC does not represent or warrant that its
assistance will guarantee approval.

Project Rendering. Developer will provide PDC with a color rendering of the
Project at the time the Final Construction Plans and Specifications are submitted to
PDC for PDC approval. The color rendering of the Project will be delivered to
PDC in both hard copy format and electronic format.

Community Outreach. Developer shall endeavor to ensure that the Vanport
Project advisory committee, local neighbors, and King Neighborhood residents are
kept informed of Project progress and provided specific opportunities to provide
input into the proposed Project including design, operations and community
benefits. The Developer may achieve this objective through, meetings with
adjacent residents, broader neighborhood meetings, or a project newsletter. PDC
shall help coordinate outreach with the community and provide outreach assistance
as mutually determined.

3.3 General Development Oversight

3.3.1

Developer shall submit all Developer’s construction contract documents to PDC

for review and approval in accordance with the Schedule of Performance prior to execution of
such documents by Developer and general contractor for the Project.

3.3.2

During the term of Project construction, Developer shall promptly notify the

PDC Project Manager of any substantial change in the work. A substantial change shall mean
any change that would materially alter the function or external appearance of the Project or delay
completion of the Project or exceed the cost established for the Project. The PDC Project
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Manager may attend any weekly construction meeting or visit the work site as may be necessary
subject to compliance with the Health and Safety Plan for such Project site.

3.4 Diligent Completion.

341

34.2

343

Subject to the terms and conditions of this Agreement, Developer covenants to
complete the Project through the rehabilitation of existing improvements on the
Property and the construction of new improvements in substantial conformance
with the Final Construction Plans and Specifications and to comply with the
Schedule of Performance, subject to Force Majeure as provided in Section 8.9.
Developer agrees to keep PDC informed of its progress with respect to development
of the Project during construction, with periodic reports to be issued no less
frequently than once a month until PDC issues a Certificate of Completion for the
Project.

Project development shall include:
@ Entering into all necessary architectural and construction contracts;

(b) Securing all necessary public entitlements and building pe