
PROMISSORY NOTE (NON TAXABLE)
(NOTE A)

$3,234,000
Los Angeles, California

December 1, 2009
FOR VALUE RECEIVED, EMERALD COVE, L.P., a California limited partnership (“Borrower”), promises to pay, in lawful money of the United States of America, to the order of the COUNTY OF ORANGE, CALIFORNIA, a political subdivision and public body, corporate and politic, duly organized and existing under the Constitution and laws of the State of California (“Lender”), at Newport Beach, California or at such other place as Lender shall designate in writing, the principal sum of Three Million Two Hundred Thirty-Four Thousand and No/100ths Dollars ($3,234,000), with interest on the unpaid principal balance at the Note Rate (as defined below).  Concurrently herewith, Lender is assigning all of its right, title and interest under this promissory note (“Note”) to U.S. Bank National Association, a national banking association (“Trustee”), as the Trustee under that certain Indenture (“Indenture”) dated as of even date herewith, between Lender and Trustee, pursuant to which Lender is issuing its County of Orange, California Apartment Development Revenue Bonds (Emerald Cove Project) Issue _ of 2010 in the maximum aggregate principal amount of $7,775,000 (the “Bonds”).  Pursuant to that certain Loan Agreement (“Loan Agreement”) dated as of even date herewith, between Lender, Borrower and U.S. Bank National Association, a national banking association (“Bondowner Representative”), Lender, on the terms and subject to the conditions contained therein, agreed to use the proceeds of the Bonds to make (a) a construction and term loan (“Loan”) to Borrower in a maximum principal amount not to exceed $3,234,000, and (b) a construction loan (“Note B Loan”) to Borrower in a maximum principal amount not to exceed $4,541,000.  This Note, among other things, evidences the Loan.  Each capitalized term used hereunder and not otherwise defined herein shall have the meaning given that term in the Loan Agreement.

1. Certain Definitions.  As used herein, the following terms shall have the meanings set forth below, and the following definitions contain certain covenants:

“Conditions to Conversion” means, collectively, the following conditions:  (i) Note B shall have been repaid in full; (ii) the Improvements shall have been completed in substantial accordance with the Plans (as such completion is determined in accordance with the Loan Agreement), free and clear of all liens (other than mechanics’ liens being contested by Borrower in strict compliance with Section 6.9 of the Loan Agreement); (iii) during each month of the three-month period immediately preceding the Conversion Date, 90% of the residential units within the Property shall have been leased to, and occupied by, third-party residential tenants under leases executed by Borrower in strict compliance with the terms and conditions of the Regulatory Agreement; (iv) during each month of the three-month period immediately preceding the Conversion Date, the Debt Service Coverage Ratio for the Property shall have been 1.20 (or more) to 1.00; (v) Borrower shall have paid to Lender, on account of the principal balance of this Note, an amount sufficient to reduce the outstanding principal balance and all other amounts owing under this Note to an amount equal to the lesser of (a) an amount equal to eighty (80%) of the appraised value of the Property (calculated on the basis of the prospective stabilized value of the Property, based on then existing restricted rents, and including the discounted value of the federal low income housing tax credits awarded the Property (calculated using the same discount rate and methodologies used in the appraisal of the Property approved by Bondowner Representative prior to the closing of the Loan)), as determined by Bondowner Representative based on an MAI appraisal prepared by an appraiser selected by Bondowner Representative in Bondowner Representative’s sole and absolute discretion, and (b) an amount sufficient to reduce the outstanding principal balance of this Note so that the Debt Service Coverage Ratio is 1.20 to 1.00, (vi) all representations and warranties made by Borrower in the Loan Documents shall be true and correct on and as of the Conversion Date as if made on and as of the Conversion Date (and, if required by Bondowner Representative, Bondowner Representative shall have received a certificate of the Borrower to that effect); (vii) as of the Conversion Date no Event of Default and no other event or condition which, upon the giving of notice or the passage of time, or both, would become an Event of Default, shall have occurred and be continuing; (viii) Borrower shall have deposited with Lender all amounts required to be deposited under the Replacement Reserve Agreement and Operating Reserve Agreement and shall have otherwise complied with all of the terms contained therein; and (ix) Borrower shall have paid to Bondowner Representative all reasonable costs and expenses incurred by Bondowner Representative in connection with the conversion of the Loan.  As used herein, (a) the term “Debt Service Coverage Ratio” means, for any period, the ratio of Net Cash Flow for such period to the Debt Service for a comparable period; (b) the term “Net Cash Flow” means, for any period, the excess, if any, of the actual gross operating income generated by the Project during such period (excluding insurance and condemnation proceeds, loan proceeds, security and cleaning deposits made by any tenant (except to the extent Borrower is then entitled under the applicable lease to apply the same to rent or other amounts then payable by the tenant under the applicable lease) and similar items), over all costs and expenses incurred by Borrower during such period in connection with Borrower’s ownership, maintenance, repair, operation and leasing of the Project during such period, all as determined by Bondowner Representative in its sole and absolute discretion (and for purposes of such determination, Bondowner Representative shall include as Project expenses in any monthly period, in lieu of any ground rent, real estate taxes and assessments and any insurance premiums actually paid by Borrower in such monthly period, 1/12th of the projected annual ground rent under the Ground Lease, 1/12th of the annual real estate taxes and assessments constituting a lien on the Property, 1/12th of the annual insurance premiums for all insurance carried and/or required to be carried by Borrower with respect to the Project and such portion of such other non-monthly expenses as Bondowner Representative may deem appropriate); and (c) the term “Debt Service” means, for any period, the sum of all principal and interest payments which would be due and payable under the Bond Documents during a comparable period following the Conversion Date, calculated based upon the assumption that the Bonds accrued interest during such period at the Note Rate or Note Rates in effect following the Conversion Date.

“Conversion Date” means the date on or before the Termination Date which is established by Bondowner Representative in accordance with Section 2.4(a), below, as the “Conversion Date.”

“Default Rate” shall mean the Note Rate plus five (5) percentage points.

“Fixed Rate” means a fixed rate per annum equal to ____%.

“Fixed Rate Commencement Date” means June 1, 2011.

“Loan” shall mean the loan made by Lender to Borrower evidenced by this Note.

“Loan Documents” shall have the meaning given that term in the Loan Agreement.

“Loan Fee” shall mean the sum of (a) $77,750 (the “Construction Loan Fee”), plus (b) $8,085 (the “Term Loan Fee”).

“Maturity Date” shall mean June 1, 2028.

“Note” shall mean this Promissory Note (Non Taxable) (Note A).

“Note B” has the meaning given that term in the Loan Agreement.

“Note Rate” shall mean, as of any date, the rate at which interest is then accruing under this Note as determined in accordance with Section 2.2, below.

“Termination Date” means June 1, 2011.

2. Payments.

2.1 General.  To induce Lender to issue the Bonds in connection with the financing evidenced by this Note, Borrower shall pay to Lender all amounts, including principal, interest and premium (if any) which become due and payable on the Bonds, as and when such amounts become due and payable under the Bonds.  Without limitation on the foregoing, Borrower shall also pay to Lender when due all other amounts described in this Note, as and when due and payable under this Note.

2.2 Interest.

(a) Subject to Section 4, below, at all times prior to the Fixed Rate Commencement Date, the entire outstanding principal balance of this Note shall bear interest at an annual rate equal to the sum of (a) three and one-half percent (3.50%), plus (b) the one-month LIBOR rate (the “LIBOR rate”) quoted by U.S. Bank from Reuters Screen LIBOR01 Page or any successor thereto, which shall be that one-month LIBOR rate in effect two New York Banking Days prior to the Reprice Date, adjusted for any reserve requirement and any subsequent costs arising from a change in government regulation, such rate to be reset at the beginning of each succeeding month (the “LIBOR Note Rate”).  The term “New York Banking Day” means any date (other than a Saturday or Sunday) on which commercial banks are open for business in New York, New York.  The term “Reprice Date” means the first (1st) day of each month.  If the initial advance under this Note occurs other than on the Reprice Date, the initial one-month LIBOR rate shall be that one-month LIBOR rate in effect two New York Banking Days prior to the date of the initial advance, which rate plus the percentage described above shall be in effect until the next Reprice Date.  Bank’s internal records of applicable interest rates shall be determinative in the absence of manifest error.
(b) Subject to Section 4, below, at all times from and after the Fixed Rate Commencement Date, interest shall accrue on this Note at a rate of interest per annum equal to the Fixed Note Rate.

2.3 Monthly Payments.
(a) Commencing on January 1, 2010, and continuing on the first day of each calendar month thereafter prior to, through and including, the Fixed Rate Commencement Date, interest only payments shall be due and payable monthly under this Note.
(b) Commencing on the first day of the first calendar month following the calendar month in which the Fixed Rate Commencement Date falls, and continuing on the first day of each calendar month thereafter until the Maturity Date, interest and principal shall be due and payable in equal monthly installments in an amount equal to the monthly installment of principal and interest which would be required to fully amortize the principal balance of this Note outstanding on the Conversion Date, in equal monthly installments of principal and interest, over a thirty (30) year amortization period commencing on the date the first monthly payment of principal and interest is required under this Section, assuming a fixed rate of interest per annum (calculated on the basis of a 360-day year, actual days elapsed), equal to the Fixed Note Rate.
2.4 Special Mandatory Prepayment.

(a) If all of the Conditions to Conversion are fully satisfied prior to the Termination Date, the Loan evidenced by this Note shall convert on the Conversion Date from the “construction loan phase” to the “permanent loan phase” and, in accordance with Section 2.3, above, Borrower shall commence monthly “mortgage” style payments of principal and interest under this Note.  Borrower shall, not later than thirty (30) days prior to the earlier to occur of the proposed “Conversion Date” or the Termination Date, give Lender, Trustee and Bondowner Representative written notice (“Conversion Election Notice”) that Borrower has elected to convert the Loan from the construction loan phase to the permanent loan phase.  The Conversion Election Notice shall be accompanied by (a) a written certification by Borrower to Lender, Trustee and Bondowner Representative stating that all of the Conditions to Conversion have been fully satisfied, plus (b) a rent roll covering the Property for each of the three full calendar months immediately preceding the date of the Conversion Election Notice, certified by Borrower as true, correct and complete, plus (c) operating statements for the Project for each of those three (3) calendar months, in the form required by the Loan Agreement, containing the certificates required under the Loan Agreement, and certified by Borrower to be true, correct and complete.  If Bondowner Representative, based upon the information described above, and such other information as it may require Borrower to deliver to it as evidence of satisfaction of the Conditions to Conversion, shall concur that the Conditions to Conversion have been fully satisfied, Bondowner Representative shall give written notice (“Conversion Notice”) of such determination to Lender, Trustee and Borrower.  In the Conversion Notice, Bondowner Representative shall establish the effective date of the conversion (the “Conversion Date”) of the Loan from the construction loan phase to the permanent loan phase, which effective date shall be the first day of the calendar month following the month in which Bondowner Representative issues the Conversion Notice (but in no event later than the Termination Date).

(b) If the Conditions to Conversion have not been fully satisfied prior to the Termination Date, Borrower shall pay to Lender, on the Termination Date, the entire outstanding principal balance of the Loan together with all accrued and unpaid interest thereon and other accrued and unpaid fees, costs and expenses owing under the Loan Documents.

2.5 Maturity Date.  All unpaid principal and interest shall be due and payable in full on the Maturity Date, or the accelerated maturity date, whichever shall first occur.

2.6 Application of Payments.  All payments and prepayments received by Lender pursuant to the terms hereof shall be applied in the following manner:  first, to the payment of any Late Charge (as hereinafter defined) then due, second to the payment of all expenses, charges, costs and fees (including, but not limited to, the Prepayment Fee (as hereinafter defined)) incurred by or payable to Lender and Bondowner Representative by Borrower pursuant to the terms of the Loan Documents (in such order and manner as Lender, at the direction of Bondowner, in its sole discretion, may elect); third to the payment of all interest accrued to the date of such payment; and fourth, to the payment of principal and with respect to any prepayment of principal made while no Event of Default exists, in accordance with Borrower’s accompanying written instructions to Lender and Bondowner Representative.  Notwithstanding anything to the contrary contained herein, after the occurrence and during the continuation of an Event of Default (as defined in the Loan Agreement), all amounts received by Lender from any party shall be applied in such order as Lender, at the direction of Bondowner Representative, in its sole discretion, may elect.

3. Acceleration.  If any of the payments required by the terms hereof shall not be paid when the same becomes due, or if the payment due on the Maturity Date is not paid when due, whether by acceleration or otherwise, or if an “Event of Default” (as defined in the Loan Agreement) occurs under the Loan Agreement, then, or at any time thereafter, the whole of the unpaid principal and interest owing on this Note shall, at the option of Lender and without notice, become immediately due and payable.  This option may be exercised at any time after any such event and the acceptance of one or more installments or other payments from any person thereafter shall not constitute a waiver of Lender’s option.  Lender’s failure to exercise said option in connection with any particular event or series of events shall not be construed as a waiver of the provisions hereof as regards that event or any subsequent event.  The Loan Agreement and other Loan Documents may also contain provisions which provide for the automatic acceleration of amounts owing under this Note upon the occurrence of certain specified events.  Lender shall have, and be entitled to exercise, upon the occurrence of any Event of Default or other event described above, all rights and remedies available to Lender under the Loan Agreement, this Note, the other Loan Documents or at law or in equity.  All such rights and remedies shall be cumulative.

4. Late Charge; Default Interest.  Borrower recognizes that default by Borrower in making the payments herein and in the Deed of Trust when due will result in Lender incurring additional expense in servicing the Loan, in loss to Lender of the use of the money due and in frustration to Lender in meeting its commitments.  Borrower agrees that, if for any reason Borrower fails to pay when due any payment due under this Note, any amount advanced by Lender under the Deed of Trust or the amount due on the Maturity Date, or the accelerated maturity date, whichever shall first occur, Lender shall be entitled to damages for the detriment caused thereby, but that it is extremely difficult and impractical to ascertain the extent of such damages.

Borrower therefore agrees that a reasonable estimate of such damages to Lender is as follows:

4.1 In the event Borrower fails to pay any installment payment of principal and/or interest within fifteen (15) days after the same is due, then Borrower shall pay to Lender an amount equal to five percent (5%) of each such delinquent installment payment of interest or of principal and interest (“Late Charge”).

4.2 In the event Borrower fails to reimburse Lender for any amount advanced by or for the account of Lender which is due hereunder or under the Deed of Trust within ten (10) days after written notice of such advance is made by Lender to Borrower, then such unreimbursed amount shall thereafter bear interest at the Default Rate until paid, such interest to be compounded annually (“Default Interest”).

4.3 In the event the payment of principal and accrued but unpaid interest due on the Maturity Date, or the accelerated maturity date, whichever shall first occur, is not made in full when due, then said unpaid amounts shall thereafter bear interest at the Default Rate, until paid, such interest to be compounded annually.

5. Prepayment.  Borrower may not voluntarily or involuntarily prepay the Loan in whole or in part unless Borrower pays to Lender, concurrently with such prepayment, a yield maintenance prepayment fee (the “Prepayment Fee”) computed in accordance with Exhibit A attached hereto and incorporated herein by this reference.  In addition, if for any reason (other than Lender’s default), on the Fixed Rate Commencement Date, the stated face amount of this Note exceeds the then outstanding principal balance of the Note, Borrower shall, upon Lender’s demand, pay to Lender a Prepayment Fee equal to the Prepayment Fee which would be due and payable if Borrower had prepaid such excess amount on the day immediately following the Fixed Rate Commencement Date.

BY INITIALING BELOW, BORROWER ACKNOWLEDGE(S) AND AGREE(S) THAT:  (A) EXCEPT AS OTHERWISE EXPRESSLY PROVIDED ABOVE, THERE IS NO RIGHT TO PREPAY THE LOAN IN WHOLE OR IN PART, WITHOUT PAYING THE APPLICABLE PREPAYMENT FEE , (B) BORROWER SHALL BE LIABLE FOR PAYMENT OF THE PREPAYMENT FEE  IF LENDER EXERCISES ITS RIGHT TO ACCELERATE PAYMENT OF THE LOAN, INCLUDING WITHOUT LIMITATION, ACCELERATION UNDER A DUE-ON-SALE PROVISION; (C) BORROWER WAIVES ANY RIGHTS UNDER SECTION 2954.10 OF THE CALIFORNIA CIVIL CODE, OR ANY SUCCESSOR STATUTE; AND (D) LENDER HAS MADE THE LOAN PURSUANT TO THIS NOTE IN RELIANCE ON THESE AGREEMENTS.

______________________
BORROWER’S INITIALS

6. Miscellaneous.

6.1 Joint and Several Liability.  If Borrower consists of more than one person or entity, each shall be jointly and severally liable for the performance of Borrower’s obligations under this Note.

6.2 Time of Essence.  Time is of the essence in the performance of each provision hereof.

6.3 Notices.  All notices to be given pursuant to this Note shall be given as provided in the Loan Agreement.

6.4 Calculation of Interest.  Interest hereunder shall be calculated on the basis of a 360-day year, actual days elapsed.

6.5 Waivers.  Borrower hereby waives for itself and any party who now or may hereafter become liable with respect to this Note, to the fullest extent permitted by law, diligence, presentment, protest and demand, notice without in any way affecting the liability of Borrower and any other party who now or may hereafter become liable with respect to this Note.

6.6 Severability.  Every provision of this Note is intended to be severable.  In the event any term or provision hereof is declared by a court of competent jurisdiction to be illegal, invalid or unenforceable for any reason whatsoever, such illegality, invalidity or unenforceability shall not affect the balance of the terms and provision hereof, which terms and provisions shall remain binding and enforceable, and this Note shall be construed as if such illegal, invalid or unenforceable provision had not been contained herein.

6.7 Number and Gender.  In this Note the singular shall include the plural and the masculine gender shall include the feminine and neuter genders, and vice versa, if the context so requires.

6.8 Captions.  The captions and headings in this Note are merely for convenience and substantively are not a part of this Note.

6.9 Payment in U.S. Currency.  All sums payable hereunder shall be payable in immediately available funds and lawful money of the United States.

6.10 Choice of Law.  This Note shall be governed by and construed in accordance with the laws of the State of California.

6.11 Enforcement Costs.  In the event of (a) any action or proceeding that involves the protection, preservation or enforcement of Lender’s and/or Bondowner Representative’s rights or Borrower’s obligations under this Note (including, but not limited to, Lender’s and/or Bondowner Representative’s defense of any action by Borrower in connection with the Loan), (b) Lender’s and/or Bondowner Representative’s collection or enforcement without institution of litigation proceedings, or (c) Lender’s and/or Bondowner Representative’s participation in any proceeding which is authorized under the terms of this Note, Lender and Bondowner Representative shall each be entitled to payment, upon demand, from Borrower of all costs and expenses associated therewith, including reasonable attorneys’ fees and litigation expenses.  Borrower shall pay Lender and Bondowner Representative, upon written demand, all reasonable attorneys’ fees and expenses incurred in the representation of Lender and Bondowner Representative in any aspect of any bankruptcy or insolvency proceeding initiated by or on behalf of Borrower that concerns any of its obligations to Lender and/or Bondowner Representative under the Loan Documents, or otherwise.  In the event of a judgment against one party concerning any aspect of this Note, the right to recover post-judgment attorneys’ fees incurred in enforcing the judgment shall not be merged into and extinguished by any money judgment.  The provisions of this Section constitute a distinct and severable agreement from the other contractual rights created by this Note.

6.12 Collateral.  This Note is secured by, among other things, a Deed of Trust, Assignment of Leases and Rents, Security Agreement and Fixture Filing (the “Deed of Trust”) covering real and personal property (collectively, the “Property”) situated in Orange County, California, dated of even date herewith, to which reference is hereby made for a description of the nature and extent of the security provided thereby and the rights and limitations of Lender and of Borrower in respect of such security.

6.13 JURY TRIAL WAIVER; VENUE.  IN ANY JUDICIAL ACTION OR PROCEEDING ARISING FROM OR RELATING TO THE LOAN OR THE LOAN DOCUMENTS, INCLUDING ANY ACTION OR PROCEEDING INVOLVING A CLAIM BASED ON OR ARISING FROM AN ALLEGED TORT, BORROWER HEREBY WAIVES ANY RIGHT IT OR THEY MAY HAVE TO REQUEST OR DEMAND A TRIAL BY JURY.  VENUE FOR ANY ACTION RELATED TO THE LOAN OR LOAN DOCUMENTS SHALL BE IN AN APPROPRIATE COURT IN ORANGE COUNTY, CALIFORNIA SELECTED BY LENDER (AT THE DIRECTION OF BONDOWNER REPRESENTATIVE) TO WHICH BORROWER HEREBY CONSENTS.

6.14 Construction Loan Fee.  On the date hereof, Borrower shall pay the Construction Loan Fee to Bondowner Representative.

6.15 Limitation on Liability.  Sections 13.20, 13.21 and 13.22 of the Loan Agreement are hereby incorporated herein as fully as if set forth at length herein.

[Signature page follows]
IN WITNESS WHEREOF, Borrower has executed this Note as of the date first set forth above.

BORROWER:

EMERALD COVE, L.P., 
a California limited partnership

By:
JHC-Emerald Cove, LLC,

a California limited liability company

General Partner

By:
Jamboree Housing Corporation, 


a California nonprofit public benefit 


corporation,


Manager and Sole Member


By:
________________________



Laura Archuleta, President
EXHIBIT A
PREPAYMENT INDEMNITY ADDENDUM
This Exhibit A is attached to that certain Promissory Note (Non-Taxable) (Note A) dated December 1, 2009, in the original principal amount of $3,234,000 executed by EMERALD COVE, L.P., a California limited partnership (“Borrower”), payable to the County of Orange, California, a political subdivision and public body, corporate and politic, duly organized and existing under the Constitution and laws of the State of California (the “Lender”) (together with any amendments, modifications, restatements or replacements thereof, the “Note”).

Now, therefore, to induce Lender to agree to accept prepayments, Borrower agrees as follows:

Borrower shall be required to pay to Lender upon prepayment of all or part of the principal amount of this Note before final maturity, whether such prepayment is voluntary, mandatory or upon acceleration of this Note, a prepayment indemnity (“Prepayment Fee”) equal to the greater of: (a) zero, or (b) that amount, calculated on any date of prepayment (“Prepayment Date”), which is derived by subtracting: (i) the principal amount of this Note or portion of this Note to be prepaid from (ii) the Net Present Value of this Note or portion of this Note to be prepaid on such Prepayment Date; provided, however, that the Prepayment Fee shall not in any event exceed the maximum prepayment fee permitted by applicable law  As used herein, the following terms have the meanings assigned to them:

“Net Present Value” shall mean the amount which is derived by summing the present values of each prospective payment of principal and interest which, without such full or partial prepayment, could otherwise have been received by Lender over the shorter of the remaining contractual life of this Note or next repricing date if Lender had instead initially invested this Note proceeds at the Initial Money Market Rate.  The individual discount rate used to present value each prospective payment of interest and/or principal shall be the Money Market Rate at Prepayment for the maturity matching that of each specific payment of principal and/or interest.

“Initial Money Market Rate” shall mean the rate per annum, determined solely by Lender, on the first day of the term of this Note or the most recent repricing date or as mutually agreed upon by the Borrower and Lender, as the rate at which Lender would be able to borrow funds in Money Markets for the amount of this Note and with an interest payment frequency and principal repayment schedule equal to this Note and for a term as may be arranged and agreed upon by the Borrower and Lender, adjusted for any reserve requirement and any subsequent costs arising from a change in government regulation.  Borrower acknowledges that Lender is not under any obligation to actually purchase and/or match funds for the Initial Money Market Rate of this Note.

“Money Market Rate At Prepayment” shall mean that zero-coupon rate, calculated on the Prepayment Date, and determined solely by Lender, as the rate in which Lender would be able to borrow funds in Money Markets for the prepayment amount matching the maturity of a specific prospective Note payment or repricing date, adjusted for any reserve requirement and any subsequent costs arising from a change in government regulation.  A separate Money Market Rate at Prepayment will be calculated for each prospective interest and/or principal payment date.

“Money Markets” shall mean one or more wholesale funding markets available to and selected by Lender, including negotiable certificates of deposit, commercial paper, Eurodollar deposits, bank notes, federal funds, interest rate swaps or others.

In calculating the amount of such Prepayment Fee, Lender is hereby authorized by the Borrower to make such assumptions regarding the source of funding, redeployment of funds and other related matters, as Lender may deem appropriate.  If the Borrower fails to pay any Prepayment Fee when due, the amount of such Prepayment Fee shall thereafter bear interest until paid at the default rate specified in this Note (computed on the basis of a 360-day year, actual days elapsed).  Any prepayment of principal shall be accompanied by a payment of interest accrued to date thereon; and said prepayment shall be applied to the principal installments in the inverse order of their maturities.  All prepayments shall be in an amount equal to the greater of One Hundred Thousand and No/100ths Dollars ($100,000) or, if less, the remaining entire principal balance of this Note.

BORROWER HEREBY EXPRESSLY (I) WAIVES ANY RIGHTS IT MAY OTHERWISE HAVE TO PREPAY THIS NOTE, IN WHOLE OR IN PART, WITHOUT PENALTY, UPON ACCELERATION OF THE MATURITY DATE, AND (II) AGREES THAT IF, FOR ANY REASON, A PREPAYMENT OF ALL OR ANY PORTION OF THE PRINCIPAL AMOUNT OF THIS NOTE IS MADE UPON OR FOLLOWING ANY ACCELERATION OF THE MATURITY DATE BY LENDER ON ACCOUNT OF ANY EVENT OF DEFAULT BY BORROWER INCLUDING, WITHOUT LIMITATION, ANY TRANSFER, DISPOSITION, OR FURTHER ENCUMBRANCE PROHIBITED OR RESTRICTED BY THE DEED OF TRUST SECURING THE PAYMENT OF THIS NOTE, THEN BORROWER SHALL BE OBLIGATED TO PAY CONCURRENTLY WITH SUCH PREPAYMENT THE PREPAYMENT FEE SPECIFIED IN THE FOREGOING PARAGRAPHS.  BY EXECUTING THIS NOTE, BORROWER HEREBY DECLARES THAT LENDER’S AGREEMENT TO MAKE THE LOAN EVIDENCED BY THIS NOTE AT THE INTEREST RATE AND FOR THE TERM SET FORTH IN THIS NOTE CONSTITUTES ADEQUATE CONSIDERATION, GIVEN INDIVIDUAL WEIGHT BY BORROWER, FOR THIS WAIVER AND AGREEMENT.

BORROWER:

EMERALD COVE, L.P., 
a California limited partnership

By:
JHC-Emerald Cove, LLC,

a California limited liability company

General Partner


By:
Jamboree Housing Corporation, 


a California nonprofit public benefit corporation,


Manager and Sole Member



By:
________________________



Laura Archuleta, President

ALLONGE

The undersigned, the County of Orange, California, a political subdivision and  public body, corporate and politic, hereby assigns to U.S. Bank National Association, a national banking association, all of the right, title and interest of the undersigned in, to and under that certain Promissory Note (Non-Taxable) (Note A) dated December 1, 2009, made by EMERALD COVE, L.P., a California limited partnership to the order of the undersigned, in the original principal amount of $3,234,000.

COUNTY OF ORANGE, CALIFORNIA

By:
________________________________
Robert J. Franz, 

Chief Financial Officer
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