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PROJECT DEVELOPMENT AGREEMENT

THIS PROJECT DEVELOPMENT AGREEMENT (“ Agreement”) is made as of
the ___ day of ___________, 2015, by and between PHARR HOUSING FINANCE
CORPORATION, a public, nonprofit housing corporation duly formed and existing
under the laws of the State of Texas (" PHFC"), as sponsor, PHFC JACKSON PLACE
APARTMENTS NONPROFIT CORPORATION, a Texas nonprofit corporation and
instrumentality of PHFC (" Owner"), and D&M VENTURES, LLC, a Texas limited
liability company ("D&M"). 

W I T N E S S E T H THAT

WHEREAS, Owner, on behalf of PHFC, is desirous of developing, constructing, 
and owning a _____ unit apartment property to be known as the Jackson Place
Apartments (the “ Project”) which will be located in Pharr, Texas; and

WHEREAS, Owner intends to finance its development of the Project through the
Private Placement of a loan in the amount of approximately $34,600,000 (the "Loan") by
and between the lender, CTL Capital LLC, under the Loan ( the " Lender"), and the
Owner, subject to the terms of the Loan Financing Agreement, the Deed of Trust, 
Security Agreement and Assignment of Rents and Leases and Financing Statement
hereinafter these documents are referred to as the "Financing Documents"); and

WHEREAS, Owner desires to engage D&M to manage and supervise the design, 
construction, development and initial leasing of the Project and, upon completion of the
Project, the supervision of the administration and the management of the Project, for and
on behalf of Owner; and

WHEREAS, D&M and its affiliates are skilled and experienced in the design and
development of apartment properties; and

WHEREAS, D&M is willing to accept such engagement upon and subject to the
terms and conditions hereof, and

NOW, THEREFORE, in consideration of the premises and of their mutual
undertakings, the parties hereby agree as follows: 

Section 1. Appointment.  Owner hereby appoints D&M, and D&M hereby agrees to
act, as Owner's independent contractor to perform the Development Services ( as
hereinafter defined) upon and subject to the terms and conditions hereof.  Owner shall
cooperate with D&M in the performance of the Development Services, and shall assist
and work together with D&M in good faith in order to facilitate the timely and cost-
efficient development of the Project.  D&M shall perform the Development Services in a
good, workmanlike, diligent and efficient manner, in accordance with development
standards for comparable apartment properties, and in compliance with all laws, 
regulations and restrictions applicable to the Project and the development and
construction thereof.  Owner shall act hereunder by and through a representative
designated thereby (" Owner's Representative") and D&M shall be entitled to deal with
Owner's Representative as an agent fully authorized and empowered by Owner hereunder
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to perform the duties and functions herein set forth and to bind Owner as to the matters
provided for herein.  Owner hereby designates ___________________ as Owner's
Representative; provided, however, that Owner reserves the right to designate a successor
Owner's Representative by written notice to D&M. 

Section 2.  Development Services.  D&M shall render the services described below
collectively, the " Development Services") for and on behalf of Owner in a good, 

workmanlike, diligent and efficient manner.  The Development Services shall include all
aspects of managing and supervising site acquisition and the development, design, 
financing, and construction of the Project, specifically including, but not limited to the
following: 

2.1 Preparation of Development Program and Budget.  D&M shall prepare and
submit to Owner, for Owner's approval, a proposed budget covering all
anticipated costs of development of the Project, specifically including, but not
limited to costs associated with; land, site development, landscape, direct
construction, furniture fixtures and equipment, operational supplies, 
landscaping, soft costs, and in conjunction with the financing include estimates
for closing costs, capitalized interest, required reserves ( including operating
reserves and debt service reserves from cash flow that meet with the Lender's
approval), pre-marketing costs and working capital ( the " Development
Budget"); Owner shall approve said Budget in the full amount of the net
proceeds from the Loan.  When so prepared, submitted and approved, a copy of
the Development Budget shall be attached hereto and made a part hereof as
Exhibit A.  Owner acknowledges that the Development Budget will only be an
estimate of the anticipated costs of development of the Project, representing
D&M's best judgment as a skilled and experienced developer of apartment
properties.  Owner recognizes that, however, the actual costs of development
and construction of the Project may be affected by factors beyond D&M's
control.  Owner further acknowledges that, accordingly, D&M cannot and does
not represent or warrant that the actual costs of development and construction of
the Project will not vary from the Development Budget, but acknowledges that
the actual development cost, once approved, cannot exceed the Development
Budget and D&M shall limit expenditures to those set forth in the Development
Budget. 

2.2 Market Conditions.  D&M shall review the current market conditions within the
primary and secondary market area for the Project.  This review includes, but is
not limited to: age and income demographic analysis, need assessment, existing
and planned competition review (including type of properties, services, amenities
and rental rates offered in the primary and secondary market area), and
identification of affinity groups ( or other groups and organizations to form
alliances with) to create referral sources for prospective residents. 

2.3 Site Location Services.  D&M shall identify a land site that will accommodate the
development of the Project for its intend use.  These services include: re-platting
of land, planning and zoning approval, utilities availability, code and regulatory
compliance, building permit approval and other city and governmental
requirements associated with the development of the Project.  The site location is
subject to Owner’s approval. 
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2.4 Site Acquisition.  D&M shall bring the site under contract and provide for all
earnest funds, deposits, extension payments including any monthly payments
required to secure and control site, until closing.  At closing, the land purchase
contract shall be assigned to Owner and all funds expended by D&M shall be
reimbursed to D&M, to the extent included in the approved Development Budget. 

2.5 Architectural and Engineering Services.  D&M shall consult with and supervise
the rendering of the architectural plans and specifications and engineering
services required in connection with the development and construction of the
Project, specifically including, but not limited to; ( i) the formulation of overall
architectural plans for the Project, including floor plans, common areas, 
administrative areas, etc; ( ii) review the reports of engineers and consultants
necessary to develop and construct the Project; and ( iii) oversight of the
preparation of final working drawings and specifications for the Project.  
Architects, engineers and consultants shall be engaged for the purpose of
providing architectural, engineering and consulting services in connection with
the development and construction of the Project.  D&M shall negotiate and
prepare the contracts between Owner and such persons as are engaged for the
purpose of development and construction of the Project, the form and substance
of which contract shall be subject to the approval of Owner.  Owner's
Representative and Lender shall approve the final working drawings and
specifications for the Project prior to commencement of construction, as well as
engineering reports, if requested. 

2.6 Construction Contract and Management D&M shall provide Owner with a
construction contract from FJW Construction (“ FJWC”) to construct the Project
pursuant to a Fixed-Price Contract with a Guaranteed Maximum Price ( the
Construction Contract”), including a 100% payment and performance bond, a

guarantee of timely completion, and liquidated damages equal to debt service on
the Bonds for each day that construction is not completed by a date certain and
such other guarantees of completion as required by Lender, together with a
contract for the construction management of the Project ( the “ Construction
Manager”).  

2.7 FF& E – Interior Finishes.  D&M shall identify an interior design firm
responsible for the selection of all colors, furniture, fixtures, and equipment, as
well as the selection of the interior and exterior finishes for the Project, all
consistent with the design and operating philosophy of Owner.  The preliminary
and final plans and specifications for such interior design, interior finish and
furnishings shall be in accordance with the approved Development Budget and
shall be approved by Owner, if requested.   

2.8 Landscape Plan.  D&M shall identify a landscape design firm responsible for
designing a landscape plan is consistent with the design and operating philosophy
of Owner.  D&M will supervise the coordination of the civil engineering work
and the landscape design for maximum cost efficiency.  D&M will also ensure
that such plan is in accordance with local landscape ordinances.  Landscape plan
and design shall be in accordance with the approved Development Budget and
shall be approved by Owner, if requested.   

2.9 Financing Proforma, Structure, and Plan.  D&M shall engage and work with
Arnold Development (“ AD”) to prepare financial projections for the Project to
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correspond with the credit terms and conditions required by the lender financing
the Project.  Such projections may include, among other items: project design and
amenities, monthly rental rates by unit, other ancillary income, operating
expenses and staffing for administrative, marketing and maintenance departments.  

2.10 Permits.  D&M shall obtain all required licenses, permits, zoning and land use
approvals, and building permits at or before closing of the financing for the
Project and shall procure such other permits as necessary and required to enable
the construction to proceed on schedule. 

Owner acknowledges that D&M may perform the Development Service described above
through its employees, agents, independent contractors, or affiliated entities under the
express direction of D&M.  

Section 3. Authorization.  D&M may perform all of the Development Services in the
name and on behalf of Owner, and (subject to Owner's approval rights hereunder). D&M
may approve expenditures for any item included in the Development Budget, or
otherwise authorized hereby or approved by Owner.  Whenever the consent or approval
of the Owner is required hereunder and is not otherwise performed by D&M, said
approval shall not be unreasonably or arbitrarily withheld, conditioned or delayed. 

Section 4. Compensation/Payment.  As Developer, D&M will receive $ 1.5 million in
earned Developer Fee, $ 500,000.00 at closing and $ 1 million after 18-months of
construction which will be placed in escrow until the project is rated by Moody’s, 
Standard & Poor, or Fitch, released by the Lender, or adequate reserves ( 6-months) are
achieved.  In addition to the earned Developer Fee, D&M shall receive: 

4.1 Twenty percent (20%) of the Project Cash Flow, which is the net cash flow after
payment of all expenses as determined by D&M, with the approval of Owner as
set forth in Section 6 of this Agreement, until the Project attains ninety percent
90%) occupancy;  

4.2 Thirty percent ( 30%) of the Project Cash Flow when the Project attains ninety
percent or greater (90%+) occupancy; 

4.3 At the sale or refinance of the Project, D&M will receive thirty percent (30%) of
the net proceeds.  D&M will receive no cash flow from the Project after the sale
or refinancing of the Project; 

4.4 D&M will receive remaining proceeds from the savings of Line Items, the
specific items in each line of the project budget, attached hereto as Exhibit "A," 
with the exception of the Contingency, which goes to the Owner for the Escrow
Reserve. 

Section 5.  Developer Overhead.  The Developer shall be reimbursed for professional
services and travel expenses associated with the project. 

Section 6.  Approval of Owner.  Subject to any provisions of the Financing Documents
not in conflict with the following, in any circumstance or instance in which Owner's
consent, approval or acceptance is required, such consent, approval or acceptance shall
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not be unreasonably withheld or delayed.  If Owner determines to deny any consent, 
approval or acceptance so requested by D&M, Owner shall furnish D&M written notice
of such denial, stating with reasonable particularity the reason(s) therefor, within such
seven (7) working day period.  If Owner fails to give such written notice of denial within
such seven ( 7) working day period, the consent, approval or acceptance of Owner
requested by D&M shall conclusively be deemed to have been given and granted. In the
event of any dispute or deadlock between the Owner and D&M, the determination of the
Construction Manager shall be conclusively binding upon the parties. 

Section 7.  Independent Contractor Relationship.  Notwithstanding its role as
Developer, it is the purpose and intent hereof to create between D&M and Owner the
relationship of an independent contractor wherein D&M has contracted to perform the
Development Services for Owner in consideration of the payment by Owner of the
Development Fee.  Nothing contained herein shall be deemed or construed to constitute
D&M as a partner, joint venturer, co-principal or associate of Owner, or of any person
claiming by, through or under Owner, in the conduct of their respective businesses, and
D&M shall perform the Development Services as an independent contractor and not as an
agent except to the extent specifically provided herein.   

Section 8.   Indemnification of D&M.  Except for any loss, damage or expense arising
from the gross negligence or willful misconduct of D&M and or any employee, agent or
independent contractor of D&M, or any action taken by D&M or any employee, agent or
independent contractor of D&M which is known by D&M to be outside the scope of
D&M's authority hereunder at the time such action is taken, Owner shall indemnify, 
defend and hold harmless D&M and its employees, agents and independent contractors
from and against any and all loss, damage or expense, including reasonable attorneys' 
fees, arising from any cause either in and about the Project or elsewhere when D&M
and/or such employee, agent and/or such employee, agent and/or independent contractor
is acting under the express directions of Owner.  

Section 9. Indemnification of Owner.  Except for any loss, damage or expense arising
from the gross negligence or willful misconduct of Owner and/or any employee, agent or
independent contractor of Owner, or any action taken by Owner or any employee, agent
or independent contractor of Owner which is known by Owner to be outside the scope of
Owner's authority hereunder at the time such action is taken, D&M shall indemnify, 
defend and hold harmless Owner and its employees, agents and independent contractors
from and against any and all loss, damage or expense, including reasonable attorneys' 
fees, arising from the gross negligence or willful misconduct of D&M, its employees, 
agents, or independent contractor claiming by or through D&M, either in and about the
Project or elsewhere when Owner and/or such employee, agent and/or independent
contractor is carrying out the provisions hereof or acting under the express directions of
D&M;  provided, that the liability of D&M hereunder shall be limited to the then unpaid
portion of the Compensation, as provided in Paragraph 4. 

Section 10 .  Term/ Termination.   

10.1 This Agreement shall commence as of the date hereof and continue thereafter
until the sale or refinance of the Project. 
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10.2 Notwithstanding the foregoing, this Agreement shall be terminated upon the
default of either party and the failure of the defaulting party to cure the default
within a period of 30 days after notice of the default is given by the non-
defaulting party to the defaulting party specifying such default or, if the default
is non-monetary and incapable of being cured within a 30 day period, the
failure of the defaulting party to commence to cure the default within the said
30 day period and to pursue the curing of the default with diligence until
completion.  A default by the Owner shall not relieve it of its obligation to the
Developer for full payment of Development Fees as provided for in this
Agreement, and, further, a default by the Owner that is not cured within the
time period provided for herein shall cause the Owner to immediately become
liable for any and all of the unpaid portion of the Development Fee, including
any fees deferred pursuant to paragraph 3.3 hereinabove. 

Section 11. Remedies.  The rights and remedies of the parties shall be cumulative and
not mutually exclusive, and the exercise of one or more of the provisions hereof shall not
preclude the exercise of any other provision hereof.  Nothing herein contained is intended
to, nor shall it, limit or affect any rights at law, in equity, by statute or otherwise of any
party aggrieved as against the other for a breach or threatened breach of any provision
hereof. 

Section 12. Assignment/Benefit.  The rights, duties and obligations of D&M hereunder
may not be assigned without the written consent of Owner.  No permitted assignment
hereof by Owner or D&M shall affect or reduce any of the obligations of the assignor
hereunder, which obligations shall continue in full force and effect as the obligations of a
principal and not as the obligations of a surety to the same extent as though no
assignment had been made.  Subject to the foregoing, this Agreement shall inure to the
benefit of, and be binding upon, the parties and their respective legal representatives, 
successors and permitted assigns.  The provisions hereof are solely for the benefit of the
parties and their respective legal representatives, successors and permitted assigns, and
shall not be deemed or construed to create rights for the benefit of any other person. 

Section 13. No Waiver.  No failure on the part of either party at any time to require the
performance by the other party of any term hereof shall be taken or held to be a waiver of
such term or in any way affect such party's right to enforce such term, and no waiver on
the part of either party of any term hereof shall be taken or held to be a waiver of any
other term hereof or the breach thereof. 

Section 14.  Severability.  The invalidity or unenforceability of any particular provision
hereof shall not affect the other provisions, and this Agreement shall be construed in all
respects as if such invalid or unenforceable provision had not been contained herein. 

Section 15. Construction.  Whenever a singular word is used herein, it shall also include
the plural wherever required by the context, and vice versa.  The terms and conditions
hereof shall be interpreted and construed in accordance with their usual and customary
meanings, and the parties hereby expressly waive and disclaim, in connection with the
interpretation and construction hereof, any rule of law or procedure requiring otherwise, 
specifically including, but not limited to, any rule of law to the effect that ambiguous or
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conflicting terms or conditions contained herein shall be interpreted or construed against
either party. 

Section 16. Entire Agreement / Written Modifications.  This Agreement contains the
entire understanding between the parties with respect to the subject matter hereof; all
representations, promises, and prior or contemporaneous understandings, between the
parties with respect to the subject matter hereof are merged hereinto and expressed
herein; and any and all prior understandings between the parties with respect to the
subject matter hereof are hereby canceled.  This Agreement shall not be amended, 
modified or supplemented without the written agreement of the parties at the time of such
amendment, modification or supplement. 

Section 17. Governing Law.  This Agreement shall be governed by and subject to the
laws of the State of Texas. 

Section 18. Captions.  The captions herein are for convenience and identification
purposes only, and are not an integral part hereof, and are not to be considered in the
interpretation of any part hereof. 

Section 19. Notices.  All notices and other communications hereunder shall be in
writing and shall be deemed to have been duly given if sent (i) by facsimile transmission, 
with receipt confirmed, to Owner at (____) _____________ or to D&M at ( 210) 216-
5611; by certified or registered mail, return receipt requested, postage prepaid, addressed
as follows: 

To PHFC:  Pharr Housing Finance Corporation
118 S. Cage Blvd. 
Pharr, TX 78577
Attention:  City Manager

With copy to: Johnson Petrov LLP
2929 Allen Parkway, Suite 3150
Houston, TX 77019
Attention:  Andrew P. Johnson, III

To Owner:  PHFC Jackson Place Apartments
118 S. Cage Blvd. 
Pharr, TX 78577
Attention:  City Manager

To D&M:  D&M Ventures, LLC
222 E. Houston Street, #620
San Antonio, TX 78205
Attention:  David Marquez

or to such other address as shall be furnished in writing by either party to the other party.  
All notices and other communications hereunder given in the manner provided in subpart
ii) hereof shall be deemed effective upon deposit with the United States Postal Service. 
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Section 20. Counterparts.  This Agreement may be executed in separate
counterparts, each of which when so executed shall be an original, but all of such
counterparts shall together constitute but one and the same instrument.  

Section 21. Expiration of Time Periods.  In the event that any date specified
herein is, or that any period specified herein expires on, a Saturday, a Sunday or a
holiday, then such date or expiration date of such period, as the case may be, shall be
extended to the next succeeding business day. 

Section 22.  Attorneys' Fees.  In the event that any action is instituted in
connection with any controversy arising out of this Agreement, then the prevailing party
shall be entitled to recover, in addition to costs, such sum as the court may adjudge
reasonable as attorneys' fees in such action and on any appeal from any judgment or
decree entered therein.  

Section 23. Owner's Liability Limited.  Notwithstanding anything to the
contrary set forth herein, Owner shall not have any liability, personal or otherwise, in
connection with any obligation of Owner to pay monies set forth herein except to the
extent of funds are available and designated for such obligations, under the Financing
Documents.  Additionally, no officer, director or member of Owner shall have any
personal liability hereunder.  All amounts owed by Owner under this Agreement and all
damages which may be assessed against Owner on account of any breach by Owner of
any of the provisions hereof shall be recoverable only from Owner's interest in the
Project and the revenues thereof and the cash balances associated therewith, and the
parties hereunder other than Owner expressly waive, for themselves, their successors and
assigns, the right to enforce any such obligations or damages against any other assets of
Owner, its officers, directors and its designated representatives. 

THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK] 



00174665.DOC2 }  

IN WITNESS WHEREOF, THE PARTIES HAVE EXECUTED THIS
Agreement as of the day and year first above written. 

Pharr Housing Finance Corporation, 
A public, nonprofit housing finance
corporation

By:       

Name:           

Title:       

Attest:      

Name:      
Secretary

PHFC Jackson Place Apartments, 
A Texas nonprofit corporation

By:       

Name:           

Title:       

D&M Ventures, LLC, 
A Texas limited liability company

By:        
David Marquez, Manager










