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T /soumm ASSOCIATES, A LIMITED PARTNERSHIP ©
T AMENDED AND RESTATED LINITED PARYNERSHIP AGREEMENT

' FIRST AMENDED AND RESTATED CERTIFICATE OF LINMITED PARTNERSHIP

'”ﬁ“::"

THIS FIRST AMENDED AND RESTATED LIMITED PARTNERSHIP A -
MENT AND FIRST AMENDED AND RESTATED CERTIFICATE OF nITITED PART=
NERSHIP entered into as of this [%”f g;gao "
by and among GRANT E. MARCH, BRYC . SON, ‘ . MARCH,
and THE HOME COMPANY, a Idaho corporation, as General Partners, «
and PATRICK K. MARCH as Withdrawing Initial Limited Partney, and
HEARTLAND CALDWELL PARTNERS, a Minnesota Limited Partmérship
(hereinafter referred to as "Heartland" or "Limited Partner").

WITNESSETH THAT:

PRELIMINARY STATEMENT
Formation of Partnership and Restatement of Agreement

The parties hereto do hereby confirm the formation of South-
dale Associates, a limited gartnership, as in effect in the State
of Idaho, the state in which the Partnership has offices and does
business. The parties agree that they shal promptly record this
First Amended and Restated Limited Partnership Agreement and any
additional or supplemental certificates of limited partnership
that may be required, in the appropriate oifices of the State of
Idaho and that they shall comply with the other provisions and
requirements of the Uniform Limited Partnership Act as in effect
in Idaho, which Act shall govern the rights and liabilities of
the Partners, except as herein or otherwise expressly stated.

This First Amended and Restated Limited Partnership Agree-
ment and First Amended and Restated Certificate of Limited Part-
nership (i) supersedes, replaces and completely restates the
Limited Partnership Agreement and Certificate of Limited Part-
nership, dated August 8, 1980, (ii) admits Heartland Caldwell
Partners as a Limited Partner, and (iii) permits the Initial
ﬁimitgd Partner to withdraw from the Partrership as of the date

ereof,

R

ey, 1980,
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7.’ ARTICLE 1
'NAME, PURPOSE AND PARTNERS

T seatden 1,1 LQWQ%- rhe Partners constitute a limited
reuan

xcartnoxnm p  formed

to the Uniform Limited Partnership
t of the State of ldaho. :

b

 gection 1.2 Name and office. The Parthership is and shall
be conducted under the name o ALE ASSOCIATES. The princi-

al office and place of business of the Partnership shall be
ocated at 212 south Cole Road, Post Office Box 9083, Boise,

Idaho 83707, The General Partners shall fromptly notify all

Other Partners of any change in the rinciga office. The Part-,
nership may maintain such other offices a ruch other place or
pé;fa:blas the General Partners may, from time to tim deem
advisable.

Section 1.3 ames and Addresses - Designation of Partners.
The names and addrasses o e Partners an elr deésignation as

General Partners and Limited Partner are:

(a) General Partners: The Home COmgan{ &
212 Scuth Cole Road
Post Qffice Box 9083
Boise, Idaho 83707

Grant E. March

212 South Cole Road
Post Office Box 9083
Boise, Idaho 83707

Bryce L. Peterson

212 South Cole Road
Post Office Box 9083
Boise, 1ldaho 83707

Patrick K. March

212 South Ccle Road
Post Office Rox 9083
Boise, Idaho 83707

(b) Limited Partner: Heartland Caldwell Partners
2828 Fifth Avenue $outh
Minneapolis, Minnesota 55408

(¢) Withdrawing Initial Patrick K. March
Limited Partner: Post Office Box 9083
Boise, Idaho 83707

Section 1.4 Purposes and Powers.

(a) The purpose of the Partnership and the business to be
carried on and the objectives to be effected by it are:
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(1) To acquire, own, develop,

construct, lease, rent,

improve, maintain and operate the property and to construct,
own, develop, mrintain and cperate the Project.

To secure the financin

g and construction and

{2)
remtingi of the Project in accordance with the rules and

regula

ons of the ldaho Housing Agency ("IHA" or VAgency'),

xith aseistance under Section 8 of the Community Development

.

(3) To execute a note and mortgagé in order to secure

a loan from IHA and to execute a

other documents required by the Agency in connection with

such loan. Upon execution, the Re

gulatory Agreement shall

be binding upon the Partnership and all "of the Partners,
whether they become partners beforea or after the execution,

of the Regulator Agreement, anu s

aid Regulatory Agreement

shall remain bin ing upon the Partnership and the Parf..rs,

80 long as the mortgage on property

owned by the Pastnership

is outstanding or unpaid. Any incoming partner sha.l, as a

condition of receiving an interest

in the Partnership pro-

perty, agree to be bound by the note, Mortgage and Regula-
tory Agreement and other documents required in connection
with the loan to the same extent and on the same terms as,

the other Partners. Upon any dissol
to collect the rents therefrom shal
18 not bound by the Regulatory Agre
factory to the Agency.

{4) To acquire any property,

ution, no title or right"
1 pass to any person who
ement in a manner satis-

real or personal, in fee

or under lease, or any rights therein or appurtenant there-
to, necessary or appropriate for the construction and opera-

tion of the Project.

{5) To borrow money, in the manner permitted in Sec-
tion 2.5 hereof, and to issue evidence of indebtedness and
to secure the same by mortgage, deed of trust, pledye or
other lien, in furtherance of any or all of the purposes or

the Partnership, provided that each
be prohibited herein and provided t
permanent loan and any evidences of
any documents amending, modifying
them shall provide in substance and

such borrowing shall not
hat any construction and
indebtedness thereof and
or replacing either of
legal effect that neither

the Partnership nor any Partner shal! have any personal

liability for payment of any constru

ction or permanent loan.

the Mortgage, or other such indebtedness but that the sole

recourse of the lender shall be to {
construction loan, the Mortgage -+ s

he property securing the
uch indebtedness.

(6) Te carry on other activities necessary tn, in

connection with or incidental to the

foregoing.

(7) 3Su. ect to other limitationc cxpressly set forsh

in this Agreement in Section L.5, to

regotiate for and
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Ate".  'All closing
/be ‘signed by the

managinq‘aqnerdliPartqgr-,;

Section 1.5 gale of Assets. . i
a) - The Partnership shall ‘not, without the consent of
Heartland, at any time .sell, lease ~(other than to occuphncy
tonants{ exchange or . otherwise transfer or convey all or sup-
stantia i{ all of the assets of the Partnership or refinance the
Project, if such sale, lease, exchange or other transfer or con-
vc{anco or such refinancing is not approved by Heartland, in
writing. If the General Fartners intend to make such sale,
leage, exchani? or other tr nsfer or conveyance c¢r to refinance
the Project, it
such intention and the proposed terms thereof. Heartland szhall
notify the General Partners of its approval or disapproval within
thirty days after such notice.

. (b) Nothing in this Section 1.5 shall be construed to prc-
hibit an increase of the Mortgage Loan at Final Mortgage Loan
Closing in an amount not to exceed five percent (5%) of the
amount of the Mortgage Loan as defined in Section 10.1 hereof;
provided that Fair Market Rents and all appropriate subsidies are
correspondingly increased.

Section 1.6 Term The Partnership shall continue in full
effect until December 31, 2011, unless sooner dissolved and
terminated as herein provided.

Section 1.7  Limited Div.dend Entity. The Partnership
shall, among other activities and purposes gescribed herein which
are not specifically prochibited thereby, conduct its operations
8o as to comply wilh IHA requirements relating to a limited
dividend entity as Jefined urder that Agency’'s rules and regula-
tions.

shall give .ior written notice to Heartland of ©




ARTICLE II
CAPITAL

Section 2.1 Capital of the Partnership. The capital of the

- Partnership shall "be the aggregate amount of the cash and the

- agreed value of property or services contributed by the Partners
as set forth herein.

Section 2.2 General Provisions.

(a) This Agreement shall be amended from time to time to
reflect the withdrawal or admission of Partners, and any changes
in the amounts contributed or agreed to be contributed. Except as
expres3ly provided in Articles II, V and VII, no additional
Partners shall be admitted to the Partnership.

{b) A capital account shall be established for each Partner
and shall be credited with the amounts of his capitai contribu-
tions to the Partnership from time tc¢ time. Any Partner, in-
cluding any Additional or Substitute Partner, who shall receive
an interest in the Partnership or whose Partnership Interest
shall be increused by means of the transfer to him of all or part
of the Partnership Interest of another Partner shall have a
capital account which has been appropriately adjusted to reflect
such transfer,

(c) 2ny Fartner who shall acquire any Partnership Interest
by means of the transfer to him of all or part of the Partnership
Interest of any other Partner shall, with respect to the Partner-
ship Interest so transferred to hlm, be deemed to be a Partner of
the same class as his transferror.

S - (d) No Limited Partner shall be liable for any of the debts
.~ of the Partnership or be required to contribute any capital or
+ Jend any funds to the Partnership other than as expressly pro-

: vided in Section 2.3 hereof. _

. 5fe) No interest shall be pa;d on any capltal contributed to
8 Partnership. g ‘
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Hmwt ection'z f‘ Capital Contributions by Heartland

"qshall contrihute §°53, 500 to. the capital of
-and, at the timed hereinafter set
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occur: {a) Forty (40%) percent completion of

construction in a good and workmanlike manner, in

accordance with the Plans and Specifications, and

any changes thereto, all as approved by the IHA

and Heartland as required in Sectien 9.13(a}; or

(b) January 30, 198]; and (c¢) Receipt by Heartland
of notice from the Partnership that Heartland's

second capital contributien 1s required to be

made.

(iii) $37,000 saall be paid in cash on or before the
fifteenth day after whichever of the following
shall last occur: (a) Completion of construction
in a good and workmanlike manner, in strict accor-
dance with the Plans and Specifications, or (b)
Issuance of permits by all appropriate state,
local or federal governmental agencies, including
the IHA, to occupy the entire Project; or {c¢)
Receipt by Heartland of notice from the Partner-
ship that Heartland's thiid capital contribution
is required to be made.

{(iv) $35,000 shall be paid in cash on or before the
fifteenth day after whichever of the following
shall last occur: (a) Final Mortgage Loan Closing
of the Project by IHA; or (b} January 30, 1982; or
(¢} Achievement by the Parcnership of Initial
Renting, as the term is defined herein; and (d)
Receipt by Heartland of notice from the Partner-
ship that Heartland's fourth capital contribution
is required to be made.

(v) 615,000 shall be pa:d in cash the latter of (a)
successful completion of all above items; or (b)
January 30, 1983.

~ Each installment is subject to the occurrence of all events
which are conditions precedent to all prior installments. All
payments shall be made by check payable to the [HA and marked
"For Southdale Associates".

. The Limited Partner shall not be obligated to make any
additional contributions to the capital of the Partnership or
make any loans or pay any assessments to the Partnership.

A required percentage of completion as used herein shall be
deemed to occur on that date on which the architect hired by the
Partnership who ic authorized by the IHA to inspect and approve
construction progress (the Project Architect) certifies that
construction of the Froject is equal to the specific percentage
of completion, further evidenced by a certificate from the General
Partners to the effect that the undisbursed Mortgage Loan proceeds
together with other available funds are adequate to pay all of
the costs which will be required to complete construction and
development of the Project. The General Partners shall also

6



certify to the Limited Partner that the events precodenlt Lo facn
installment of capital contribution have been achievssd, and that
there aie no defaults 1n the undertakings of the General Partner:
and the Partnership.

(b) No capital contribution to be made by Heartland here-
under shall be required to be paid, if, at the time of paymer
thereof, (1) any housing assistance commltment trom HUD or ary
financing commitment of IHA has been terminated, (2) the Partner-
ship 1s in default in making payments due under the Note and
Mortgage or is otherwise :in default under the terms of the Build-
ing Loan Agreement, Regulatory Agreement or any other mortgage
closina document, and has not cured such default, (3) 1if fore-
closure or similar proceedings have been commenced against the
Project, or (4) the General Partners have not complied with any
provision of this Agreement, which noncompliance 1s continulng or
has not been cured within forty-five days after notice thereot
from the Limited Partner. At the option of Heartland, the due
date of such capital contributions shall be deferred until the
General Partners certify in writing that such default 1s cured
and such default 1s cured in tact.

{c) The General Partners shall enter inte an Agreement with
Heartland by which Heartland shall have the option to require the
General Partners to repurchase Heartland's interest in the Part-
nership i1n the event Final Mortgage Loan Closing has not occurred
on or before October 1, 1932, or in the event there 1is a con-
struction stoppage for any si1x full consecutive calendar months,
or 1n the event that any toreciosure or simllar proceeding has
Leen commenced, ¢ in the event that prict to Initial Renting a
capital contribut.sn payment shall not be made for a period of

thizes months by reason of any uncured default as set forth in
paragraph 2.3(b) above, or 1! constructicn shall not have been
commenced within n,uety days of Initial Mortoage Loan Closing by
the IHA. In the . ent of such repurchase, the General Partners

shall pay to Heart!:.und, 1in cash, the sum of all capital thereto-
fore contributed by Heartland, plus the sum of $28,500.00. The
election of Heartland to have the Partnership Interest of Heart-
land repurchased shall be mad: not later than ninety days after
the date above, or ninety days after it has received nntice or
the termination of IHA financing commitment or aotice of the
commencement of foreclosure proceedings against the Project.
Concurrently with such payment and as a condition precedent
thereto, Hear:land shall withdraw from the Partnership and shall
have no further rights or obligations hereunder.

(d* In the event that the Mortgage Loan as finally cliosed
by the IHA is decreased from $1,102,900, the capital contribu-
tions of Heartland shall be reduced by a percertage equal to the
percentage reduction in the Mortgage Loan. The entire amount of
such reduction shall be deducted from the fourth capital contri-
bution required to be paid pursuant to Section 2.3(a)(iv) above
and any subsequent payments, as the case may be, and shall cor-
respondingly reduce the Developer's Fee.



Section 2.4 Default in Making Capital Contributions.

(a) (i} In the event that Heartland fails to make a Capi-
tal Contribution to the Partnership or shall make a Capital
Jontribution in a sum less than that set forth in Section 2.2 due
to its own default (and not due to a default by one or more c:
its limited partners in making a payment of Capital Contribution
to Heartland), Heartland shall be liable to the Partnership with
regard to such detault.

(ii) in the event that Heartland fails to make a Capi-
tal Contribution to the Partnership or shall make a Capital
Contribution in a sum less than that set forth in Section 2.3 due
to a default bv one or more of its limited partners, Heartland
shall have no liability to any of the parties hereto with regard
to such default, and the rights of the Partners and the Part-
nership shall be limited to those set forth in this Section 2.4.
Heartland shall wutilize any amounts of capital contributions
received from its limited partners to remedy such default.

(b) 1n the event that Heartland shall fail to make a capi-
*4, contribution to the Partnership or shall make a capital
contribution in a sum less than that set forth in Section 2.3
hereof due to a default by one or more of its Heartland Investor
Limited Partners within fifteen (15) days of its due date, the
General Partners may, any time after a period of thirty (30) days
from that date, commence all appropriate legal remedies to compel
payment of any unpaid capital contribution due and owing *-
Heartland, including costs and legal fees, and pursue such reme-
dies for payment, provided, however, that if on the date on which
the General Partners would soc commence legal remecies, Heartland
is itselr 4iligently taking appropriate action to compel paymeont
by such Hea.tland Investor Limited Partners, the General Partners
shall defer -ommencement of all such legal remedies for a period
of fifteen (15) additional days.

(c) In addition to the remedies provided in surparagraph
{b) above, the GCeneral Part.ers may on and after the date they
are permitted to exercise legal remedies against the Heartland
Investor Limited Partners, declare that proportion of the Part-
nership Interest of Heartland in profits and losses, cash dis-
tributions and residual interests to be surrendered and subject
to purchase in the proportion that the unpaid portion of the
capital contribution of Heartland bears to the total capital
contribution cf Heartland due at such date. Thereafter, *he
General Partners may elect to sell the portion of the Partney .nip
Interest so surrendered at a private sale to any bona fide pur-
chaser who shall be admitted to the Partnership upon payment to
Heartland of a sum equal to ten percent (10%) of the cash capital
contributions made by Heartland with respect to the portion of
its Partnership Interest so surrendered. (For example, if $15,000
of the $35,000 fourth installment of Capital Contributions is
unpaid, the General Partners may declare 3/7 of Heartland's
interest surrendered, which interest may be sold for 10% of 3/7



.. 0f the first three cCapital Contributions, or $4,435.71.) Any
s purchaser of the portion of the Partnership Interest so surren-
L5 dered shall become the owner thereof effective as of the dr.ie
st upon which such*surrendered Partnership Interest became subject

to purchase and shalltﬁay to the Partnership the capital contrie
bution in default wi respect to the Partnership Interest so
.purchased. The General Partners are hereby granted an irrevoc-
. able power of attorney to execute any and all documents on bkehalf
. of the Limited Partner and the Partnership and to file any such
‘ ~“"gocg?entg as may be required to effectuate the provisions of this
W ec On - 4 L

Section 2.5 Partnership Borrowings. Partnership Notes and
o Project Notes may De issue Y e Partnership at the time and
e for Partnership purposes as set forth herein. In addition to the
Mortgage Loan, excluding refinancing, and in addition to any
. Partnership or Project Notes, in the event that additional funds
B are required by the Partnersiip for any purpose relating to the
iy business of the Partnership or any of its obligations, expenses,
- costs or expenditures, the Partnership may borrow such funds as
are needed from any Partner or other person for such period of
time and on such terms as the General Partners may determine and
at the rate of interest then prevailing for comparable loans;
provided, however, that no such loan shall be secured by any
mortgage or other incumbrance on the prorerty of the Partnership
without the prior approval of Heartland and IHA (if at such time
any part of the Mortgage remains outstanding); and provided that
(i) such additional borrowing is not prohibited by IHA rules and
regulations, (ii) except as above provided, such additional
borrowing is not secured by any lien or other charge upon the
assets of the Partnership, and (iii) such additional borrowing
shall not be utilized to discharge any obligations of the General
Partners as set forth in Section 3.3 hereof or to pay any manage-
ment or other fees to the General Fartners or an Affiliate. No
Partner shall have any personal liability with respect to any
indebtedness of the Partnership for borrowing money, and each
instrument evidencing any such indebtedness shall contain a
provision to such effect.

ARTICLE III

RIGHTS, POWERS AND DUTIES OF PARTNERS

Section 3.1 Management of Partnership Business. The Gene
eral Partners shall have the sole right to manage the business of
the Partnership. The General Partners shall use their best
efforts to carry out the purposes, business and objectives of the
Partnership referred to in Section 1.4. 1In addition to fees paid
to the General Partners for management of the financia) affairs
of the Partnership, as set forth below, if the General Partners
or any entity associated with the General Partners manage the
Project, they or it shall be entitled to be paid a Management Fee
not to exceed the maximum allowable by the IHA.
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As long as there is more than one general partner, the
general partners may from time to time designate in writing one
or more of their number as managing general partner{s) or as
authorized representative(s) to represent the Partnership with
respect to specific matters or generally.

The public shall be authorized to rely upon such designa-
tion(s) and the Partnership shall be¢ bound thereby. '

Patrick K. March and Bryce L. Peterson are hereby authorized
to represent the Partnership and to act on its behalf in all
dealings between the Partnership and the Idaho Housing Agency and
other fovernmental agencies. This authorization extends to the
execution of all documents and instruments which may be required
to be executed by the Partnership in those dealings.

Section 3.2 Powera of General Partner. The General
Partners shall have all necessary powers to carry out the pur-
poses, business and objectives referred to in Section 1.4, and
Bhall possess and enjoy all the rights and powers of partners of
a partnership without limited partners except as otherwise pro-
vided by ldaho law or expressly provided to the contrary in this
Agreement.

Section 3.3 Special Duties and Obligations of General
Partner. In addition to their usual and customary duties and

obligations, the General Partners:

(a) Shall allow families and individuals of all races,
colors, and creeds to be giver equal opportunity to the housing
and recreational facilities of the Project pursuant to the re=
quirements of Idaho and Federal Law.

(b) Will assure the Project will be constructed in a good
and workmanlike manner and in accordance with the usual and
customary residential standards and in substantial accordance
with the Plans and Specifications signed at Initial Mortgage Loan
Closing and delivered to Heartland, and deliver to Heartland a
copy of all field change documents and a complete set of As-Built
Plaus and Specifications.

{c) Subject to the control of the IHA and HUD under the
Mortgaye Loan and related documents, shall supervise the estab-
lishment, maintenance and investment of any and all reserve
funds.

(d) shall cause the construction of the Project to be
completed and the Mortgage Loan to be finally closed by the IHA.
If, in order to complete construction and pay all necessary costs
to achieve Final Mortgage Loan Closing, including, without limi-
tation, payment of both interest costs and real estate taxes re-
quired by IHA to be paid prior to Final Mortgage Loan Closing and
Total Project Costs, the Partnership shall require funds in
addition to the proceeds of the Mortgage, the General Partners
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shall pay to the Partnership amounts adequate to pay all ad-
ditional funds required for such purpose without any reimburse-
ment therefor.,

(e} Shall, subsequent to substantial completion and is-
suance of all necessary consents and certificates authorizing
occupancy and prior to Init.a’ Renting, advance such funds as may
be necessary to pay ali cost: of operation of the Project in-
cluding, without 1limitation, operating expenses, debt service
requirements, taxes and asscssments to the extent such costs
exceed Partnership accrued gross income (including Section 8
funds for such period), but exciusive of the Fees provided for in
Section 3.7. To the extent that such funds are advanced by the
General Partners to the Partnership, then the Partnership indebt-
ednegs to the General Partners for funds so advanced shall be
evidenced by Project Notes.

{(f) In addition to the obligations set forth in (d) and (e)
above, shall advance funds to the Partnership to the extent the
Pirtnership incurs cash operating deficiencies at any time after
completion of the Initial Renting during the term of the Partner-
ship. Provided, however, that the obligation of the General
Partners under this paragraph 3.3(f) shall cease three (3) years
from Initial Renting, and provided that the General Partners
shall not be obligated to advance any sums in excess of $31,000
pursuant to this paragraph 3.3(f). In exchange for funds ad-
vanced to pay cash operating deficiencies pursuant to this Sec-
tion 3.3(f), the General Partners will receive Partnership Notes.

(i) Partnership Notes shall bear interest as herein
set forth and shall be repaid from any or all of the
following sources:

1 Net Partnership Receipts, and
2. As otherwise provided in Section 6.4 hereof.

(iil) Projert Notes shall not bear interest and shall
be repaid from any or all of the following sources:

1. Net Partnership Receipts remaining after
aggregate distributions to the Limited Partner an
amount equal to $3,500 in such fiscal year; and

2. As otherwise provided in Section 6.4 hereof,

{(g) A commitment for an owner's title insurance policy
reflectingy title to be in the name of the Partnership and showing
no defect in title to the land which would prevent the Partner-
ship from having good and marketable title, insurable at regular
rates, subject only to such easements, covenants and restrictions
of record as shall not affect value and shall be acceptable to
the IHA and Heartland. The General Partners shall have the

11



commitment dated down showing the same quality of title as of
each installment of capital contribution paid pursuant to para-
graph 2.3 hereof. As of Final Mortgage Loan Closing, the General
Partners shall provide to Heartland an owner's title insurance
golicy showing the same quality of title as the prior commitment,
n an amount equal to the mortgage, plus $182,000.

(h) shall, at the time of Initial Mortgage Loan Closing,
and hereby do, warrant and guarantee to the Limited Partner that
the Partnership shall receive title to the Land free and clear of
all liens, charges or encumbrances, except the Project Mortgage
and the Regulatory Agreement and real estate taxes then not
delinquent, easements and restrictions not materially interfering
with the Project, and that the Purtnership will not be in material
default of any of the terms and conditions of any agreement with
the mortgagee or IHA or HUD-FHA through and including Final
Mortgage Loan Closing, and that the Land is properly zoned for
the Project and no legal action or other proceeding is pending
before any court cor commission, administrative body or other
authority having jurisdiction owver the zoning applicable to the
Project which would prevent completion of construction.

_ (i) shall obtain Final Mortgage Loan Closing for the bene~
fit of the Partnership.

(J) shall use their best efforts o preserve the issets of
the Partnership and 'shall make, or cause to be made, all reason-
able and necessary capital expenditures and improvements with
respect to the real estate of the Partnership and take all action
reasonably necessary in connecuion with the maintenanrce, opera-
tion and management thereof.

(k) shall not receive, in connection with the performance
of any services by any Affiliate thereof, any rebates or give=-ups,
nor may the General Partnerc participate in any reciprocal busi-
ness arrangements which would have the effect of circumventing
cestrictions set forth herein upon dealings with Affiliates.
Nothing contained in this Agreement shall be deemed to prohibit
the General Partners or any Affiliate of the General Partners
from providing services relating to the owWwnership, management,
operation and main.enance of Partnership property, and receiving
compensation therefor as permitted in Section 2.7 herecf.

(1} Shall undertake to timely provide all npotices, certifi-
cates and reports required under this Agreement..

‘ (m) Represent that neither the Partnership nor an_ Partner
will have any personal liability with respect to the Note under-
lying the Project Mortgage.

Section 3.4 Other Interests of Paitners. Any of the Part-
ners may engage 1n or possess an interest in other business
ventures of every nature and description, independently or with
others, including, but not limited to, any real estate activity
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or other Lusiness which competes directly with the Project, 1in
all of its phases, which shall include, without limitation,
ownership, operation, management, syndication, construction and
development of real property. Neither the Partnership nor the
other Partners shall have any rights in and to such independent
ventures or the income or profits derived therefrom. The Part-
nership may employ or transact business with any person, notwith-
standing the fact that any Partner or member of his Immediate
Family or associates may be one of, or may have an interest in or
be connected with, such persons, and neither the Partnership nor
tha other Partners shall have any rights in or to any income or
profits derived therefrom.

Section 3.5 [Limited Partners. To the fullest extent per-
mitted by law, the Limited Partner hereby consents to the exer-
cise by the General Partners of the powers ccnferred on them by
this Agreement. No Limited Partner shall participate in, or have
any <ontrol over, the Partnership business, or any right or
authority to act for or to bind the Partnership.

Section 3.6 ©Partners Bound by the Regulatory Agreement and
by Rules of Idaho Housing Adency.

(a) 1t is understood between the parties that, at the time
of initial closing of a mortgage loan with the IHA or prior
thereto, the Partnership or the parties hereto shall be required
to enter into a Regqulatory Agreement with the IHA and to execute
such other documents as may be required by the IHA in connection
with the said loan.

B (b) The Partnership is authorized to execute a deed of

‘trust note and a deed of trust to secure a mortgage loan to be
.insured by the IHA and to execute a Regulatory Agreement and
other documents required by the IHA in connection with such loan,
"and so long as any property owned by the Partnership is encumbered
by a. deed of trust in favor of the IHA or its assigns, it is
nderstood and agreed that the Partnership shall ablde by all
rms ‘contained in the said documents.

o g S . . »

ming partner shall, as a condition of receiving .
.the Partnership, agree to be bound by the deed of ..
“deed ;of trust, . and .the Regulatory A reement’and i

¢ s ‘ ‘ ted in connee oﬁfuith;%ﬁ
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sur,- . to the requirements and corilitions now and hereafter
imposed by the IHA, in connection wi.th the provisions of Title
67, Chapter 62, Idaho Code, as amended, ari the regulations of
the IHA and the U.S. Department of Housing and Urban Development
("HUD") now or hereafter in effect. Any such regulations or
requirements shall supersede the provisions of this Partnership
Agreement and should any provision, term or condition of this
Agreemsnt be inconsistent or in conflict with the provisions of
the aforesaid Act, or regulations, then such conflict or incon-
sistency shall be deemed modified by the provisions of the said
Act or regulations so as to conform thereto, znd such conflict or
inconsistency shall not be deemed to impair, or nullify the
rg?ainder of this Agreement which shall remain in full force and
effect.

(f} The term of this Agreement shall be at least thirty-one
(31) years unless otherwise approved in writing by the IHA.

(g) This Partnership Agreem.nt shall not terminate without
the written consent of the IHA.

{h) No distribution, as defined in the Regulatory Agreement
entered into between the IHA and the Partnership shall be made
except in accordance with the requirements of the said Regulatory
Agreement.

(1) In the event that any provision of this Agreement in
any way contradicts or modifies the terms of the Regulatory
Agreement entered into between the Partnershir and the IHA, the
terms of che Regulatory Agreement shall prevail,

() This Partnership Agreement shall nut be amended without
the prior written approval of the IHA.

. (k) No partner shall transfer his interest in the Partner-
ship without the prior written approval of the IHA.

(1) In the event that the General Partners of this Partner-
ehip for any reason fail to remedv or take reasonable steps to
remedy any default declared by the IHA within sixty (60) days
following notification by the IHA to the Partnership of such
default, r are for any reason unable to conduct Partnership
business i 'r a period in excess of six (5) months, the Limited

, upon vulLe of Limited Partners
holding at least two-thirds 22/3rds) of the total interest held

v..by the Limited Partners, and with the written consent of the IHA,
..may remove the General Partners and substitute new General Part-

ner(s),. which new General Partner(s) must be accepted by the IHA
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Section 3.7 Pavment of Fees.

(a) (l) Purchase of Certain Rights in the Project.

In consideration of its transfer to the Partnership of all
its right, title and interest to the land and all contracts,
plans, specifications, commitments and the construction loan
related to the Project, and as ieimbursement for all funds
advanced by the General Partners to pay Total Project Costs
except advances evidenced by Project Notes, or are allowed
by IHA to be reimbursed out of Mortgage proceeds, the Part-
nership hereby promises to pay the General Partners the
total amount of $65,000, with interest in the total amount
of $5,100, calculated at 16 percent (16%) per annum (not to
exceed $5,100) on the principal balances outstanding as set
forth in the payment schedules of (a)(2) below. No interest
shall be paid on account of delays in payment beyond such
dates due toc the non-occurrence of the events set forth in
such schedules,

{(2) The Partnership shall pay the General Partners as
a Purchase Price the total principal amount of $65,000 as
follows:

(a) $10,000 upon receipt of funds required under
Section 2.3(a)(i);

(b) $35,000 upon receipt of funds required under
Section 2.3(a)(ii);

(c) $20,000, upon receipt of funds due under
Section 2.3(a){iv);

(3) The Partnership shall pay the General Partner
interest in the total amount of 55,100 as follows:

(a) §2,100 upon receipt of funds due under Sec-
tion 2.3(a)(i);
(

b) 83,000 upon receipt of funds due ..der Sec-
tion 2.3(a)(ii).

(b) Developer's Fee. The Partnership shall also pay *o the
General Partners a Developer's Fee for services rendered subse-
quent to Initial Mortgage Loan Clcsing, including coordination of
construction, coordination of disbursement of mortgage funds and

supervision of the construction process. The actual amount of

., the Developer's Fee will be determined as of Final Mortgage‘;oan

< .Closing and will be equal’to the sum of the total state capital

" contribytions to the Partnership by the Limited Partner, plus the

. Projact -Mortgage 'Loan,i exclusive of any amounts funded 'and re-

tained by the. IHA in the Development Cost Escrow, less the sum of

Total : Project. Costs, : operating . deficit-'at: Final Mortgage . lLoan

‘ CIOsing;mcndﬁ‘tharVteéqﬁto;begpaidﬁundatfthisﬁSQ;tion 3.7.:The
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until Final Mortgage Loan Closing and will be paid from the
capital contributions to the Partnership by the Limited Partner
as and when received. Provided, however, that the estimated
Developer's Fee will be §6,245, payable upon -receipt of funds
required under Section 2.3{a)(iii). :

(¢) Management Szrvices Fee. The Partnership shall pay to
the Generif“?grtners the aggregate amount of $45,000, without
regard to the income of the Partnership, as a fee for services in
managing the financial affairs of the Partnership, monitoring
Project operations and for other services tov the Partnership.
Such fee shall be payable as follows:

(1) $15,000 upon receipt of funds required under
Section 2.3(a)(iii);

-

(2) $15,000 upon receipt of funds required under
Section 2.3(a)(iv); and r

(3) $§15,000 upon receipt of funds required under
—ection l.3(aj)(v).

(@' In:-ial Ren*-Up Fee. The Partnership shall pay to the
General Partu... ' & aggreaJate amount of $14,371 for initially
leasing the Project, locating and investigating prospective,
tenants, and negotiating leases all as more particularly set
forth in the Initial Rent-Up Agreement between the Partnership
and the General Partners. Such fee shall be payable upon receipt
of the capit I coutr.uution described in Sections 2.3(a)(iii).

(e) Repurchase Tee. The Limited Partner shall pay the
General Partners a Re, irchase Fee of 528,500 pursuant to the
Repurchase Agreement described in Section 2.3(c) hereof at Ini-
tiai Mortgage Loan Closing.

(f) Repavment of Loan tc General Partnere. The General
Partners have loaned the sum of 517,984 to the Partnership to pay
certain of the costs of Initial Mortgagc Loan Closing. That sum
shall be repaid to the General Partners out of the capital con-
tributions received from the Limited Partner without interest, at
the following times and in the following amounts:

(1) §14,600 wupon receipt of funds required under
Section 2.3(a)(i) hereof;

(2) $2,000 upon receipt of funds required under Sec~
tion 2.3(a)(ii) hereof; ‘

(3) $1,384 upon receipt of funds required under Sec-
tion 2.3(a)(1iii} hereof.

‘ - {g) Incentive Rental Fee. Once the Partners have received
- 83,571 under Section I.ila) hereof in any given year, Net Part-
;. nership Receipts in excess of $3,571, up to a maximum of $£1,129.00

1y
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in any given year, shall be paid by the Partnership to The Home
Company as an Incentive Rental Fee. This amount shall be non-
cunulative, and shall be paid before any payment of either Pro-
ject Notes or Partnership Notes.

Section 3.8 Renewal of Section 8 Subsidy. The Partnership
has been granted a rental subsidy under Section 8 of the Com-
munity Development Act. The subsidy contract shall be renewed,
if possible, by the General Partners, and a decis.on to terminate
the subsidy must be approved by Heartland unless such termination
Eas 3scurred pursuant to a sale of assebs under Section 1.5

ereof.

Section 1.9 Representations, Warranties and Covenants
Relating to the Project ang the Partnership. The General Part-
ners, ﬁereEy jointly and severally represent, warrant and cove-
nant to the Partnership and Heartland that: ‘

(a) The construction and development of the Project #ill be
completed in a timely and workmanlike manner in accordance with
applicable requirements of the IHA Construction Contract and of
all appropriate governmental entities and in accordance with the
Plans and Specifications of the Project that have been or will be
delivered to Heartland, and all bills of the Partnership incurred
therefor shall be paid in full prior to any lien or claim bein
filed against the Partnership. )

_ . (b) The Land is properly zoned for the Project and at the
time of commencement of construction of the Project will conform
witH all applicable zoning laws.

{c) All appropriate public utilities, including sanitary
gsewer, water, and electricity are currently or will be available
to the Project and will be operating properly for the Project at
the time of first occupancy.

'd) At Initial Mortgage Loan Closing, fee simple, market-
able title to the Prnject will be held by the Partnership as
evidenced by the Title Insurance Policy described in Section
3.3(g} hereof.

{e) There is, and in the event of a default by the Partner-
saip in the payment of the Mortgage Note, there shall be no
direct or indirect personal l:iacility of the Partnership or of
any of the Partners for the repayment of any construction loan or
for the permanent mortgage lcan for the Project.

tf) They are not aware of any default under any agreement,
contract, lease or other commitment or any claim, demand, litiga-
tion, proceedings, or governmental investigation pending or
threatened against or related to the business or assets of the
Partnership or of the Project, which claim, demand, litigaticn,
proceeding or governmental investigation could result in any
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judgment, order, decree, or settlement which would materially and
adversely affect the business or assets of the Partnership or of
the Project.

(g) They will at all times while they remain General Part-
ners of the Partnership, furnish funds for all escrows which
might be 1equired as a condition to Initial and Final Mortgage
Loan Closing, including, without limitation, any amounts nheces-
sary for 1local taxes, insurance premiums and other purposes.

(h) The execution of this Agreement will not violate any
provisions of law, any order of any court which is binding upon
them, any provision of any indenture, agreement or other instru-
ment to which the Partnership or it is a party or by which the
Partnership or the Project will be affectea, or be in conflict
with, result in a breach of or constitute a default under any
such indenture, agreement or others instrument or result in the
creating o« imposition of any lien (other than the IHA docu-
gen;s)é charge, or encumbrance of any nature whatsoever upon the

roject. i

(i) They will provide to Heartland in writing all material
information Heartland has heretofore requested in writing rele-
vant to the admission of Heartland to the Partnership; such
information is incorporated in this Aqreement by reference; and

all such information provided to Heartland in writing will be

accurate in all material respects.

() The Construction Contract will be entered into at or
prior to Initial Mortgage Loan Closing.

(k} A national banking association authorized to do busi-
ness in the State of Oregon will provide assurance of performance
in the form of a letter of credit in the sum of $218,647.25, for
the benefit of the Partnership and IHA. The letter of credit
will insure performance and payment, according to the terms of
the construction contract, and will remain 1in full force and
effect in accordance with its te:'ms.

(1) An Agreement to enter into a Housing Assistance Pay-
ments Contract will be executed by IHA and the Partnership at or
prior to Initial Mortgage Loan Closing.

(m) Fire and extended coverage insurance in favor of the
Partnership in an amount required by IHA until Final Mortgage
Loan Closing and thereafter in an amount equal to the full in-
surable value of the Project (excluding the value of the Land),
but 1in no event less than the unpaid balance of the Project
mortgage, plus $182,000, and workmen's compensation and public
liability 1insurance in favor of the Partnership in the amount of
51,000,000, or more, all such insurance being in satisfaction of
IHA requirements, will be placed in full force and effect at the
time of Initial Mortgage Lean Cleosing and will be kept in full
force and effect during the term of the Partnership.
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{n) They agree to hold the Partnership, Heartland and their
aff. .iates and agents, free and harmless from any injury, loss or
damage (including, but not by way of limitacion, reasonable
attorney's fees, court costs and amounts paid in settlement of
any claims, which settlement l.as been mutually agreed to by the
General Partners and the garty a?ainst whom such claim has been
made) arising out of the claims of any person with respect to any
liability arising under the Securities AcL of 1933, or the Se-
curities and Exchange Act of 1934, or any state or other juris-
diction arising out of or based upon alleged fravd, deceit, or
untrue written statement of a material fact with respect or based
upon information or statements furnished in writing to Heartland
by them in connection with the offer or sale of limited partner-
ship interests in the Partnership or Heartland.

{o) They will provide to Heartland a complete cipy of the
Initial Mortgage Loan l!osing documents and a complete 3et of the
Plans and Specifications for the Project; and shall cthereafter
continue to provide to Heartland all material chang=s to therve
documents and a complete copy of the Final Mortgage Lean Closing
documents; and such information is incorporated in this Agreement
by reference.

{p) All requirements neccsrary to obtain (i} housing assis-
tance payments for the Projec' pursuant to Section 8 of the
Community Development Act, in an amount satisfactory to IHA will
be accomplished on or before Finai Mortgage Leoan Closing; (i1)
certificates of occupancy, and all other governmental approvals
to permit occupancy of all of the apartment units in the Project;
and (iii) Final Mortgage Loan Closing, will be met.

{q) The Project will be managed upon the completion of
construction so that no lcss than elghty percent (80%) of the
ross rental income from the Project in every year 1s rental
income from dwelling units in the Project used to provide living
accommodations not on a transient basis.

(r) Wwhile conducting the busineus of the Partnership they
will not knowingly act 1u any manner which will (i) cauue the
termination of the Partnership tor federal ir-ome tax purposes,
or (1i1) cause the Partnership to be treated for f{ederal 1ncome

tax purposes as an associdation taxabie as a corporatiol.

(s) They w.i.. exercise good falth 1n all activities relat-
ing to the conduct of the business of the “arnerspip, including
the development, operation and mailntenance op the Project, anld
they will take no action with respect to the busniness and pro-
perty c¢f the Partnorship whirch 1s not reasonabry related to the

achievement of the purpouse of the Parinership,
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ARTICLE IV
PROFITS AND LOSSES: DISTRIBUTIONS

Section 4.1 Profits and Losses.

(a) Commencing with the date hereof, the profits and losses
of the Partnership (as differentiated from Partnership distribu-
tions, see Sections 4.2 and 4.3), other than profits or losses of
the Partnership arising from the sale or other disposition of all
or substant! 'ly all the assets of the Partnership, shall be
allocated as . the end of such fiscal year as follows:

(1) 98% shall be allocated to the Limited Partner;

(2) 2% shall be allocated to the General Partners, in
the same ratio as cash is distributed pursuant to
Section 6.4(h) hereof.

(b) The profits and losses of the Partnership arising from
the sale or other disposition of all or substantially all of the
assets of the Partnership shall be allocated in a manner which
reflects previous allocations of profits and loss as well as
allocations of proceeds on sale.

{(c) The profits and losses of the Partnership allocated

among the Partners shall be credited or charged, as the case may

be, to their respective capital accounts as of the date as of
which such profits and losses are to be determined. The profits
and losses of the Partnership allocated among the Partners other
than profits and losses of the Partnership arising from the sale
or other disposition of all or substantially all of the assets of
the Partnership, shall be credited or charged to their respective
capital accounts prior to the allocation of profits and losses of
the Partnership arising from such sale or disposition.

(d) All profits and losses of the Partnership shall be

determined in accordance with the accounting methods followed by
the Partnership for federal income tax purposes.

Section 4.2 Net Partnership Receipts - Distribution.

{a) Net Partnership Receipts shall be distributed for each
fiscal year and for the portion of that fiscal year in which
Final Mortgage Loan Closing occurs, and subject to any applicable
HUD-FHA and IHA regulations as soon as possible after the end of
each fiscal year ending after Final Mortgage Loan Closing and
shall be distributed as follows:

(1) The First $3,571.00 thereof shall be distributed

as follows: (a) 98% to the Limited Partner; ard
(b) 2% to the General Partners, which sh:ll be

20




allocated among them as follows: 1% to The Home
Company; and 33% each to Grant E. March, Bryce L.
Peterson and Patrick K. March.

neHs '« o

(2} Next, toward the payment of any and all cutstand-
. ing Project Notes;

r

(3) Next, toward the payment of any and all outstand-
ing Partnership Notes, plus accrued interest
thereon; and

(4) The balance, ii any, shaii be distributed 98% to
o the Limited Partner and 2% to the Generwl Partners
v to be allocated as set forth hereinabove.
T(b) Net Partnership Receipts for a particular fiscal year
shall include all profits and losses of the Partnership for such
fiscal ye :, except profits and losses for such fiscal year
arising from the sale of all or substantially all of the assets
of the Partnership, and shall bhe determined by adjusting such
profits and losses as follows:

i

- (1) Deprec’ation of buildings, improvements and per-
- $sonal property shall not pe considered as a deduction.

- (2) Amortization of any financing fee shall not be
+considered as a deduction.

(3) Amortization of the Mortgage Loan shall be consi~
~dered as a deduction.

-

{(4) If the G ieral Partners shall so determine in
Swriting prior to the end of each fiscal year, a reasonable
+.reserve shall be deducted to provide for working capital
.needs, funds for improvements or replacements or any other
contingencies of the Partnership.

* (5) Amounte paid into the reserve fund for replace-
‘ments pursuant to the Regulatory Agreement shall be con-
sidered as a deduction.

(6) Any amounts paid by *he Partnership for capital
+expenditures or replacements shall be considered as a deduc-
. tion, except that amounts withdrawn from any reserve fund
"+ -for capital expenditures or replacements shall not be con~

- sidered as a dedaction. o R Co e

Wl bt
e iy

NG “ Capital ~contributions 7to  the Partnership;::
Tproceeds of. any mortgage refinancing, the profits an
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{c) The General Partrers shall estimate and distribute Net
Partnership Receiptc not less than annually. Net Partnership
Receipts distributed in anticipation of the year-end distribution
thereof snall be subject to year-end adjustment,

(d) The General Partners shall not distribute any Net Part-
nership Receipts at a time or in excess of the amount permitted
to be distributed in accordance with the provisicns of the Regu-
latory Agreement and the then current rules and regulations of
IHA and/or HUD.

Section 4.3 Allocation of Distributions Among Partners,
All distributions to the Partners shall be charged to their
respective capital accounts. All distributions to the Partners
pursuant to the provisions of Section 4.2 shall be made and
charged to their respective capital accounts prior to the alloca-
tion of profits and losses pursuant to Section 4.1(b).

ARTICLE V
CHANGES IN GENERAL PARTNERS
Section 5.1 Withdrawal of Genera’ Partner, No General

Partner may withdraw from the Partnership™unless such withdrawal
is approved:

(a) By written consent of THA pursuant to the Regulatory
Agreement (so long as a mortgage in favor of IHA encumbers the
Project);

(b} By the remaining General Partners, if any, and unless
there remains one or more General Partner(s) willing to remain as
General Partner, or unless such withdrawing General Partner
provides a Substitute General Partner to the Partnership (which
1s approved by IHA so long as a mortgage in favor of IHA encum-
bers the Project); and

(c) By the Limited Partner. Approval of the Partners may
be given at a special meeting called by the General Partners upon
at least thirty (30) days' written notice to all Partners and the
IHA.

Section 5.2 Expulsion. General Partners, or any one of
them, shall be expeIIe% without further action for "cause" which
means:

(a) The filing of a petition in bankruptcy (except that in

¢' invo1untary bankruptcy proceedings the General Partners shall

Ld‘:,f:

i
x ]ﬂu

have sixty (60) days to have the petition withdrawn) or assign-
ment for the benefit of creditors; or
R NI e
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(by Upon final jJudicial detlerminatlun that they (1) wers
grossly negligent in their fallure to perform thelr obliigations
under this Partnership Agreement, or {11) committed a fraud upon
the Partners or upon the Partnership, or {iii) committed a felony
in connection with the management of the Partnership or 1ts busi-
ness.

In the event of the explusion of a General Partner for
"cause"”, he or it shall be deemed to have surrendered to the
Partnership his or its entire interest in the Partnership and
shall be entitled to no compensation therefer, althcugh such
General Partner shall remain liable for his or its obligations to
the Partnership set forth in Section 3.3 hereof, and that any
loans then outstanding shall not be affected thereby.

Section 5.3 Replacen ant cf a General Partner. In the
event of (i) the wrongful withdrawal of a Ceneral Partrer in
violatisn of Section 5.1 or (ii) the expulsion of a General
Partner under Section 5.2, a remaining General Partner(s) or the
Limited Partner may call a special meeting of the Partnership for
the purpose of replacirg a General Partner; at least thirty (30)
days' written notice of such meeting shall be given to all Part-
ners and IHA. At such meeting, the General Partner({s) may be re-
placed in the same manner and subject to the same approvals
required in Section 5.1 to approve a Substitute General Partner.

Section 5.4 No Payment for Replaced General Partner's
Interest. A Substitute General Partner who has become a General
Fartner under the provisions of Section 5.3 hereinabove, im-
mediately upon his admission as a General Partner, shall become
the owner of the Partnership interest of the replaced General
Partner, without payment therefor.

Section 5.5 Alternative to Special Meetings. As an
alternative to voting at speclal meetings of the Partnership
pursuant to this Article, the Limited Partner may consent to and
approve by unanimous written action any matter; provided, how-
ever, that written notice is given to all Partners at least
fifteen (15) days before solicitation of signatures is begun.

Section 5.6 Failure to Admit Substitute General Partner.
In the event a Subsftitute General Partner nas not been appointed
and admitted within sixty (60) days after the special meeting
called pursuant to Section 5.3 with the result that no General
Partner is then acting, the Partnership shall be dissolved,
terminated and liquidated as of such date.

Section 5.7 Transfer of Individual General Partnership
By Operation of Law. Notwithstanding anything apparently to the
contrary herein contained, in the event of the death or incapa-
city of any individual General Partner, a transfer by operation
of 'law or otherwise of said deceased or incapacitated General
Partner's interest to: (i) any of the surviving Gencral Partners,
or (ii) the executors, administrators or trustees and their
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LaveYLaors ol sard deceased or incapacizatee General Fariner
(hereinafter collectively referred to as "General Partner Tians-
feree") shall not constitute withdrawal or explusion nor shall
such act require the consent of any of the Limited Partners and
shall be freely permitted. 1In the event of any transfer to a
General Partner Transferee as herein provided, such transfer
shall be reflected as a limited partnership interest and che
Certificate of Limited Partnership shall be so amended. In
addition, such transfer shall vest in such General Partner Trani-
feree the deceased or incapacitated General Partner's interest in
profits and losses of the Partnership, cash flow of the Partner-
ship and rights on dissolution of the Partnership but shall not
vest in such General Partner Transferee any management control cr
power to act for the Partnership nor shall such General Partner
Transferee be personally liable for the incapacity of the General
Partner unless admitted as a replacement General Partner pursuant
to paragraph 5.3. A General Partner Transferee shall not be
required to make any payment for the deceased or incapacitated
General Partner's interest.

ARTICLE VI
DISSOLUTION: SUCCESSOR ENTITY AND LIQUIDATION
Section 6.1 No Dissolution. The Partnership shall not be

dissolved and shall not have ics affairs wound up by the admis-
sion or wWithdrawal of Partners, including:

{a) the admission of substitute or additional General
Partners, or

(b) the wWithdrawal of a General Partaer provided a Gereral
Partngg still remains (or a substitute General Partner is ad-
mitted).

Upon the foregoing events, the Partnership shall continue with
the rights and objectives as defined here.in.

Section 6.2 Events Causing Dissolution. The Partnership
shall be dissolved and 1ts affairs wound up upon: (a) the sale
of all or substantially all of its assets; (b) the Withdrawal of
a Ceneral Partner if no Cenaral Partner remains unless a substi-
tute General Partner is selected by Heartland or it shall elect
to become General Partner pursuant to Article V; (c) the expira-
tion of its term; or (d) the occurrence of any event which, under
the laws of the State of Idaho and in spite of the terms of this
Agreement and of the Certificate of Limited Partnership of the
Partnership, shall require liquidation of the Partnership.

Section 6.3 Dissolution. Upcn the dissolution and winding
up of the affairs of the Fartnersh1p,‘the Certificate of Limited




., Partnership of the Partnership. shall be cancelled in accordance iy

th..the :provisions. of the,,Partnership law. and- the remaining gk
General Partner or. any of them,” ¢r; the person or persons required 2y
by law ‘toicarry “out the winding-up'of its affairs, shall promptlyis&’
notify e Parthers of such dissolutdon,: . wicah " oy - o ity
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" 5"6 “Liquidation and Winding-Up. ” Upon 'winding up ‘of.
'the' irs'of ‘the gaxEﬁersHip,‘Eﬁe Far%ﬁerahip shall be liqui«"R
{ ;dated and the General Partners (or other Jaerson or persons des'i:g-
natedi:by.a,decree -of court)  shall wind up the affairs .of LT
P : ﬁwmxhe General Partners or the person winding up’ the '
'syof ‘the Partnership shall promptli proceed to the liqui= i,
3 Y¥ofi.the Partnership, and, in settling the accounts of the':.
B Pa. ip, the assets and the property of the Partnership shall Y
be dinFibutedhin the following order of priority: &
by ; N“h{“m‘.’t b T el

o a)taTo the ayment of all debts and liabilities of the .
i partnership, exclu ing any amounts due any of the Partners to the -
3 a;;ngrgyip;?in the order of priority as provided by law.

) (b)' To the establishment of any reasonable reserves deemed

;2 necessary by the General Partners or the person winding up the

4+ affairs of the Partnership for any contingent or deferred lia=-
bilities or obligations of the Partnership.

v ‘
uyﬁﬂ*"(c) To the repayment of any loans or advances that may have
'been made by Heartland to the Tartnership in the order of pr.orit
4 qs‘provided by law. :

I

(d) .To the repayment of Partnership Notes.

ST (e) To Heartland, as Limited Partner, in an amount equal to
“c its initial capital contribution to the Partnership. In the
~ event of refinancing, condemnation or casualty loss, followed by
a sale, then the distributions to the Limited Partner pursuant to
tliis subsection shall be accumnlated so that the Limited Partner
receives its initial capital contribution back only once. For
example, if 40% of the Limited Partner's initial capital contri-
bution is returned at the time of a refinancing, condemnation,
casualty loss of the Project, then only 60% of the Limited Part-
ner's initial capital contribution would be available for credit-
ing under this subsection upon s._osequent refinancing or sale of
the Project.

(f) 628,500 to Heartland.

‘v‘f‘(g) To the holders of any Project Notes in the total amount
@thereof,

‘ a (h) The remaining balance of proceeds shall be distributed

%7 . 45% to the General Partners and 55% to Heartland, as a Limited
‘“QTPartner. The General Partners' interest shall be distributed as
%7 follows: 1% to The Home Company; 14-2/3% each to Grant E. March,
/. Bryce L. Peterson and Patrick K. March.
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section 6.5 Casualty and Condemnaltion.

(a) Subject to the provisions of the Project Mortgage and
Regulato Agrcement, in the event that the Project is dam-
- » demolished or destroyed, in whole or in part,” the General
:Partners shall determine whather the Project may be restored to
S economic i usefulness within a reasonable time by a plication of
frocoedl‘of insurance covering such damage or destruction by

cation of anf other funds available to the Partnership. 1f,

: the General Partners, such repair or restora=-
tion of the Project is feasible, the General Partners shall appl
8uch proceeds to such furpose and distribute any balance of suc
,szoceeds‘as‘provided n Section 6.4. If, in the opinion of the

]

4
;General Partners, such repair or restoration is not feasible, the
»remaining assets of the Partnership shall be sold, and the pro-
i ¥icaeds of such sald, ‘together with the insurance proceeds, shall
rgho dis$:ibuted in accordance with Section 6.4,
L T R DO PCL L S L
el (b)Y ‘o Subject to the provisions of the Project Mortgage and
yjr the Regulatory Agreement, in the event that any part or all of
the Project is taken by any governmental a%?ncg by its right of
.eminent ' domain, “the General Partners shall determine whether
vcontinued cperation of the Proiect is economically feasible, the
».: proceeds. pald to the Partnership as compensation for such taking
-shall be applied to repair or restore the Project as required,
4t and an¥tba ance shall be distributed in accordance with Section
6.4, If, in the opinion of the General Partners the Project is

”W‘not‘econimcally feasible, the General Partners shall sell any

remaining portion of the Project and distribute the proceeds of
such sale, together with the proceeds paid to the Partnership as
compensation for such taking in accordance with Section 6.4.

‘gk\\" - {c) Any distribution of proceeds under this Section shall
- ' ba subject to the rights of the holder of the Mortgage Loan and
* other creditors of the Partnership.
ARTICLE VII

ASSIGNMENT BY PARTNERS

Section 7.1 Assignment.

(a) The Partnership Interest of a Limited Partner may be
assigned only as permitted by the provisions of this Article VII.
Neither the Partnership nor any Partner shall be bound by any
such assignment until a counterpart of the inntrument of assign-
ment, executed and acknowledged by the parties thereto, is de-
livered to the Partnership.

(b) No Partner may sell, assign, transfer or convey any
portion of its Partnership Interest if such sale, assignment,
transfer or conveyance shall operate to terminate the Partnership
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for Federal Income Tax purposes pursuant to Section .08 of the
Internal Revenue Code without the written consent of all other
Partners,

(c) The assignment or sale of a Limited Partnership In-
terest or the admission, withdrawal or bankruptey of a Limited
Partner shall not dissolve or terminate the Partnership. No
Limited Partner shall have the right to have the Partnership
dissolve or to have his capital contribution returned except as
provided in this Agreement.

-action 7.2 Consent.

(a) Except as otherwise provided in this Agreement, no
Limited Partner shall transfer, sell, assign, give or otherwise
dispose of his Partnain\ip Interest or a part thereof, whather
voluntarily or by operatisn of law, or at judicial sale or other-
wise, to any person, unless such Limited Partner first obtains
the consent of the Gener.l Partners to do 50. The General Part- .
ners will not give their consent to an assignment of all or part
of the Partnership Intercsi unless it has received an opinion of
counsel satisfactory in .urm and substance to the General Part-
ners to the effect that such assignment will not result in a loss
to the Partnership of the applicable registration exemption under
the Federal Securities Act of 1933, as amended, and applicable
blue sky laws exemption or exemptions.

(b) The provisions of Section 7.2(a) shall not apply to the
transfer of assignment by a Limited Partner of all or a part of
his Partnership Interest to a person who is otherwise a Partner.’

(c) The provisions of Section 7.2(a) shall not apply to the
transfer or assignment by a Limited Partner of all or part of his
Partnership Interest, whether on death or inter vivoes (in trust
or otherwise), to or for the benefit of any member of his Im-
mediate Family or to a charitable, religious or educational
organization.

(d) The provisions of Section 7.2(a) shall not apply Lu any
transfer or assignment of the Partnership Interet of a deceased
or incapacitated Limited Partner to his legal representative or
by such a legal representative to accompliish any transfer or
assignment described under Section 7.2(c).

(e) No Assignee of a Partnership Interest, whether or not
admitted to the Partnerchip in accordance with Section 7.3, shall
have the right to make any further assignment of such Partnership
Interest except pursuant to the terms of this Article VII.

Section 7.3 Admission. No Assignee of all or part of the
Partnership Interest of any Limited Partner shall have the right
to become a substitute or additional Limited Partner unless (i)
his assignor has stated such intention in the instrument of
assignment, (ii) the General Partners has consented to such
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Section 9.13 Review and Consent By Heartland.

(a) All change orders which are likely to result in a
decrease in the value of the Project or a down-grading of the
quality of the materials used in the Project, or both, shall be
routed through Heartland for Heartland's approval prior to the
submission of such change orders to the mortgagee. Heartland
will be provided with copies of all other change ordexrs simul=-
taneously with submigsion of such change orders to IHA.

(b) Copies of all title policies and title policy endorse-
ments shall be submitted to Heartland on a timely basis and shall
be subject to Heartland's approval.

(c) Copies of all mortgage draw requests shall be submitted
to Heartland on a timely basis.

ARTICLE X

DEFINED TERMS

Section 10.1 Defined Terms. The defined terms used in this
Agreement shall have the meanings specificd below:

"Additicna. r Substitutecd Partners"  Additional or Substi-
tuted general or limited partners shall mean individuals who have
transferred to them a Partnership Interest of a limited or gen=ral
partner in accordance with requirements of Article V with rega.d
to general partners and Section 2.4 (c) and Article VII witp
regard to limited partners, together with other applicable provi-
sions of the Partnership Agreement,

"Affiliate" or "“Affiliated Person" means, when used with
reference to a specified person, (1} any person that directly or
indirectly through one or more intzrmediaries contreols or 1is
contrelled by or 1is under common control with the specified
persons, {ii) any person which is an officer, partner or trustee
of; or serves in a similar capacity with respect to, the speci-
fied person or of which the specified person is an officer,
partner or trustee, or with respect to which the specified person
serves in a similar capacity, (1ii) any person which, directly or
indirectly, 1s the beneficial owner of 10% or more of any class
of equity securities of, or otherwise has a substantial bene-
ficial interast in, the specified person or of which the speci-
fied person is directly or indirectly the owner of 10% or more of
any class of equity securities or in which the specified person
has a substantial beneficial interest, and (iv) any relative or
spouse of the specified person.

"As-Built Plans and Specifications". Construction plans and
specifications of the Project which are prepared for and delivered
to IHA following completion of ccnstruction and which are ac-
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cepted by it for purposes of satisfying the requirements of the
Regulatory Agreement.

"Auditors" means Berc and Fox, 5001 West 80th Street,
Suite 58&, Minneapolis, Minnesota 55437, or a firm of indep~ndent
certigied Fublic accountants selected in accordance with Articl:
VIIT herecf.

“Construction Contract' means the construction contract
dated the date of Initial Closing by and between The Home Company
and the Partnership providing for the construction of the Project
in accordance with the Plans and Specifications entitled South-
dale Associates filed with and approved by the IHA.

"Entity" means any general partnership, limited partner-
ship, corporation, joint ventuce or association.

"Final Mortgage Loan Closing" means that date on which the
Partnership makes and delivers to IHA the amendment to the promis-
sory note secured by the mortgage of the Project granted to’ ITHA
evidencing commencement of amortization of the permanent loan for
the Project.

"General Partner" means the persons or entity designated as
the general partners in Section 1.3 hereof, any person who be-
comes a substitute General Partner as provided herein, and any
person admitted to the Partnership as a General Partner, in such
person's capacity as a General Partner of the Partnership. In
the event that the Partnership shall have more than one General
Partner, the term "General Partner" =hall mean all General Parte
ners, collectively or individually, as the context requires.

"Gross Income" means the sum of all monies received from
operation of the Project in any given Partnership year.

"HAP contract” means the Housing Assistance Payments Con-
tract between the Partnership and IHA providing for payments of
housing assistance payments to the Project for twenty (20} years
pursuant to Section 8 of the Community Development Act.

"HUD-FHA" means the United States Department of Housing and
Urban Development, Federal Housing Admlnistration.

"Immediate Family" shall mean with respect to any individual
his spclse, parents, parents-in-law, descendants, nephews, nieces,
brothers, sisters, brothers-in-law, sisters-in-law, children-in-
law and grandchildren-in-law, and with respect uo any Entity, any
other “ntity directly or indirectly controlling, controlled by,
or under common control with, such Entity.

“Inital Renting” means the date ou or after Final Meortgage
Loan Clesing on which the Project has achieved occupancy during
the immediately preceding four (4) consecutive calendar months,
which has produced income acti.lly received by the Partnership,
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calculated on a cash basis (except that interest on the Develop-
ment Cost Escrow and any other reserve and escrow account and the
Section 8 payments from HUD shall be calculated on an accrued
basis provided that there has been no violaticn by the Partner-
ship of the contracts pertaining to the Section 8 program) from
normal operations at least aqual to the cash requirements of the
Project for such four month periud {including full real estate
taxes as abated, interest, mortgaje fees, mortgage amortization
and reserve requirements and insur.nce payments) on an accrual
basis, and, »nn an anm.alized bs-iz, sufficient to satisfy ail
projected expenditures, including those of a' seasonal nature,
which might reasonably be expected to be incurred on an uneguai
basis during a full annual period of operation. The satisfaction
of the four consecutive calendar month project income require-
ments described above may be agreed to in writing by Heartland
and the Managing General Partner, or, if they cannot so agree and
at the option of the Managing Ceneral Partner, such satisfaction
2ag|become the subject of a written opinion of the Partnerﬁplp
uditors, i

,  .IHA" means the ldaho Housing Agency or any successor dagency
which shall perform a similar function.

"Initia)l Mortgage Loan Closing” means that date on which
the Partnership makes and delivers a promissory note and grants
to IHA a mortgage on tne Project to secure payment of such prom-
issory note, in accordance with the commitment to provide con-
struction and permanent financing from IHA.

"Heartland Investor Limited Partners"” Such limited partners
shall be individuals who are not limited partners cof this Part-
nership, but whe, pursuant to an agreement between Heartland and
themselves, to which this Partnership is not a party, own part of
Heartland's limited partnership interest in this Partnership.

"Land" means that certain tract of land situated in Canyon

hmvriviuroey

County, Idaho, legally described in Exhibit A attached hereto.

"Limited Partner" shall mean Heartland or any person admit-
ted herein as a Limited Partner or any substituted Limited Fart-
nher as provided herein. Any agreement or consent of a Limited
Partner required or permitted herein shall be made unanimously by
100% of the Limited Partners; provided, however, that a majority
of the Limited Partners by interest shall be sufficient in any
such instance provided that the Partnership has received a favor-
able opinion of legal counsel acceptable to the consenting Limi-
ted Partners that such consent does not aflect the legal status
of the Limited Partners as Limited Partners rather than as a
General Partner, and further does not adversely effect the tax
status of the Partnership as Partnership and not as an associa-
tion taxable as a corporation.

"Management. Contract" means that certain management agree-
ment between the Partnership and the Property Management Agent on
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the form required by IHA as amended from time to time to recog-
nxzet the substitution or commission of a different managing
agent.

"Managing General Partner" means the individual(s) as may be
designated 'T'n'E'wriEinq from time to time by the General Partners
from among their number as authorized representative(s) of the
Partnership with respect to specific matters, or generally,
including but not limited to acting on its behalf in al dealings
with IHA and other governmental agencies and execution of all
gnchents required to be executed by the Partnership in those

ealings,

"Mortgage or Mortgagn Loan" means the funds to be obtained
by the Partnership pursuant to that certain commitment by IHA
designated for Development No. 8N192 to provide construction and
permanent financing for the Project in the amount of $1,102,900.

"Net Partnership Receipts” shall have the meaning set forth
in Section 4.2{b) hereof, except that there shall not be gistri-
buted in any one year more than the maximum amount of cash gen=-
erated from operaticn of the Project which may be distributed in

accordance with the then current IHA Regulations.
"Partner" means any general partner or limited partner.
"Partnership" means the limited partnership formed in accor-

dance with the agreement confirmed hereby, as said limited part-
nership may from time to time be constituted.

"Partnership Interest" means the interest of any Partner in
the profits, losses and distributions of the Partnership.

"Partnership Notes" means promissory hotes of the Partner-
ship 1ssued in accordance with Section 3.3(g) hereof which are
not secured by any liens or other charges upon the Project &r
upon any other assets or properties of the Partrership, which
shall bear interest at a rate equal to the lesser of the maximum
legal rate in Idaho or 1-1/2% over the prime rate charged by the
Bank of America in San Francisco. For purposes of determining
the effective interest rate, the prime rate shall be determined
quarterly as of the first day of each calendar quarter and shall
be applied in determining the interest rate to be effective
during that calendar quartar, and which shall be payable as set
forth in Section 3.3 and as permitted by IHA-HUDL-FHEA Rules and
Requlations,

"Person' means any individual or entity.
"Project” means the building and improvements constructed or

*o Le constructed on the Land pursuant to the Construction Con=
tract.
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'Project Notes" means those cartaln non-interest bearing
promissory notes of the General Partners issued in accordance
with Section 3.3(e) and (g) hereof representing advance of funds
as may be necessary to pay all costs of operation of the Project.

"Property Management Agent" means Intermountain Management,
Inc. or such other person as may be appointed and approved in
accordance with the terms hareof.

"Regulatory Agreement" means that agreement between the
Partnership and the IEA, which shall be binding upen the Part-
nership, its successors and assigns, so long as the Mortgage on
the property of the Partnership, which is held by IHA, 1s oute
standing. Each of the Partners, by execution of this Agreement,
agrees to be bound by the terms and conditions of the Regulatory
Agreement, which includes within its terms, provisions limiting
the amount of distributions {(as defined in the Requlatory Agree-
ment)} to the Partners for each fiscal year, in amounts determined
by THA in accordance with Title 67, Chapter 62, Idaho Code, and
IHA Rules and Requlaticns.

"Retirement" means the voluntary withdrawal or separation
of a Partner from the Partnership.

"Total Project Costs" means (a) all costs paid or incurred
to acquire and” complete construction and development of the
Project in accordance with the Plans and Specifications that are
filed with IHA prior to commencement of construction, to organize
the Partnership, and to obtain Final Mcrtgage Loan Closing (in-
cluding without limitation, all Land costs, site preparation
costs, architect's fees, engineering fees, construction fees,
builder's overhead, builder's general requirements, contractors
and/or sponsor's fees, additional contractor's profit, initia]
leasing fees, survey fees, cost of labor, material and services,
commitment fees, brokerage fees, standby fees, mortgage discount
fees, interest service charges, purchase and marketing fees,
inspection fees, examination fees, attorney's fees, only to the
extent paid from mortgage proceeds, mortgage registration taxes,
special assessments); (b} all interest on construction mortgage
or other loans paid eor accrued prior to the cut-off date estab-
lished by the IHA, and {c) tnai portion of real estate taxes due

~and insurance premiums payable prior to the cut-off date.

"Withdrawal" means  an  event, including the expulsion,

- Retirement, banlruptcy, death, insanity, incapacity or disability
- of a Partner which causes or results in a Partner ceasing to be a
. Partner. ‘ ‘ N ‘ i
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IN WITNESS WHEREOF, the Partners have signed this Agreement
as of the date first above set forth.

GENERAL PARTNERS:

//47’;/# /. s

THE HOME COMPANY, An Idaho

Corporation 0
A
T —
By ‘L~/ . rZ BFER 7 y
Its V- fd

LIMITED PARTNER:

HEARTLAND CALDWELL  PARTNERS, A
Minnescta Limited Partnership

By: HEARTLAND REALTY INVESTORS, INC.

General Partner

By: ’ ‘{J,/ LA L’:I(

H. W. Walter, Presldent

WI T@W%%Z%D PARTNER

Patrick K. March

i8
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STATE OF Vv N

COUNTY OF Rl .o i1,

v

)
) 58
)

A The foreqo*ng 1n&t1ument was acknowledged before me this
bk day of "fb ol o , 1980, by CRANT E. MARCH, as General
N wBartner of S0UTH SALE RSSOCTATES, an ldaho limited partnership.

oo Notary PuEIlc q

Ay o i v kel eofies o e g L% 14 Y

STATE OF 1oy )
) 8§
COUNTY OF niw. )
The foregoing instrument was acknowledged before me, this

N day of 1) iU ., 1980, by BRYCE L. PETERSON as
v Geuural Partner of SOUTHDALE ASSOCIATES, an Ildaho limited part-

" . aershi s N
. ' " s Y Ao / K \lm;‘ LS (‘
AR Notary Public
LAY R
- . \ 0
STATE OF [delis )
) S8
COUNTY OF Nd«. }

(LjThe foregoing instrument was acknowledged before me this
M day of ) Vev.o Vo , 1980, by PATRICK K. MAKCH as
Gederal Partner o SOUTHDALE ASSOCIATES, an Idaho limited part-

rd

rship,. . -
. -ﬂee‘-f Hﬁi : b)

) e H ' -}
.. \-t:.! .—-‘/'l [ ( - }‘-hL\(l
AR Notary Publlc

3 ,‘.'! 1 “ 2 b
o, ' o

"esTaTE OF  {de b )

) SS
COUNTY OF Adece. )
The fozegolng instrument was acknpwledged before me this
l( \ \{lay 0f| AN \"\\"* ' 1980 by AT L- ‘ AL S
Lrpe sy of THE HOME COMPANY, an Idaho cor?ora-
tlon, as General Partner of SOUTHDALE ASSOCIATES, an Idaho limited
.partnership. . ‘)
" D" - ( r“ ! \ p
N, T S, AN W /,r;\gl_\‘

1) e Notary Public
.\" . .\Q o
'ﬂ P”" \-\
.»"", \.‘J
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STATE OF (v - )
} 88
CCUNT? OF 1) o )

.,i.The foregoing instrument was acknowledged before me this
{'i - day of Vioonsaw e ., 1980, by H. W. WALTER, the
resident of HEAﬁTEXNB REALTY INVESTORS, INC., a Minnesota cor-

poration, as General Partner of Heartland Caldwell Partners, the

Limited Partner of SOUTHDALE ASSOCIATES, an ‘Idaho limited part=-
nership, on behalf of said corporatiorn and pagtneﬁships.

[} LI
A Vo s = st Gt A
_xij w Notary Public
\"‘. .
gTATE OF Vo We ) i
st s ) S5
£ » COUNTY OF ¢ )

~\.The foregoing instrument was acknowledged before me this
1S " day of yitv iy , 1980, by PATRICK K. MARCH, the
R_WlEFErawlng Initial Limited Partner of SOUTHDALE ASSOCIATES, an
" Idaho iimited partnership. .

s

; RN ‘o ’—j "F}»-P

s S -
Y T N A e ,,.(
Notary Pubplic

L0

. ' -~

THIS DOCUMENT WAS DRAFTED BY:
HALPERN & DRUCK

1709 Cargill Building
Minneapolis, MN 55402
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EXHIBIT A

A part of Block 10, vanculed Washinglon AV“ and vaculed

e, Cherry St. in tLhe Mounlnin Viaw Subdivision No, 2,

L according to the official plat on filc in Boovk 4 of
Plats at pago 20, in the office of the Recorder of

Canyon County, ldaho; more particularly described as
. ~follows:

COMMENCING at the NE Cor. of said Block 10, Mo men s

with n rebar, 24 ins. long, & ins. dianm., u;Lh a plastice
cap mkd. Ls 832;

thence N. 89' 55 00" w., 138.00 L. alonp Lthe Nnrt.h‘
boundary of said Block 10 the IOINT OF BEGINNING: .,

thence continuing N. 89' 55' 00" W., 493.80 ft. alcng
the North boundary of said Block 10;

thence 5. 0° 24* 34" W,, 325.32 ft, (of record as 325,33 ft.

on the official plat) along the center line of vucated
¥Washington Ave.;

thence 8. R9* 54' 410" E., 401.89 ft. along Lhe center
line of vacated Cherry St.;

Lthance N. 0* 24* 38" E., 150.168 ft. parallel with the
East boundary of said Block 10;

thence 5. 88* 54' 50" E., 230. 00 ft.:

thence N. 0* 24°* 38" E., 40.00 ft.- along the East boundnry
of said Block 10;° ~ 77 TLTTRT. T ’ e

. PR
.-

thence N, 89°® 54 50" W., 138.00 fi.;

’

~thence N. 0° 24* 38" E., 134.69 ft. (of record uas 135.00 ri.)

paraliel with the East boundary of said Block 10 to the POINT
OI" BEGINNING. .

EXCEPT the tast 10 feet thereof.
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