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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

AGENDA
July 25, 2019
735 East Michigan Avenue, Lansing, Michigan
3028 W. Grand Blvd., Suite 4-602, Detroit Michigan
'10:00 a.m.

-Ro!l Call:

Public Comments:

Remarks:

~ Chairperson
Executive Director

"Voting Issues:
Tab A Approval of Agenda

CONSENT AGENDA ITEMS

Consent Agenda (Tabs B through D are Consent Agenda items. They are considered routine
and are to be voted on as a single item by the Authority. There will be no separate
"discussion of these Tabs; any Authority member, however, may remove any Tab or Tabs
from the Consent Agenda prior to the vote by notifying the Chair. The remaining Tabs will
then be considered on the Consent Agenda. Tabs removed from the Consent Agenda will
be discussed individually.)

"TabB - Minutes — June 27, 2019
TabC Resolution Amending Code of Ethics

TabD Resolution Authorizing the Extension of Professional Services Contract
with Water Hill- Creative, Inc.

REGULAR VOTING ITEMS

Tab E Resolution Determining Mortgage Loan Feasibility, Ferguson Apartments, MSHDA
Development No. 1440-2, City of Grand Rapids, Kent County

Resolution Authorizing Mortgage Loans, Ferguson Apartments, MSHDA
Development No. 1440-2, City of Grand Rapids, Kent County

Tab F Resolution Determining Mortgage Loan Feasibility, Lyon Township Senior Living,
MSHDA Development No. 3850, Charter Township of Lyon, Oakland County

Resolution Authorizing Mortgage Loans, Lyon Township Senior Living, MSHDA
Development No. 3850, Charter Township of Lyon, Oakland County

Tab G Resolutlon Authorizing Modification to Mortgage Terms, McCoy Townhouses,
MSHDA Development No. 527-2, City of Detroit, Wayne County



TabH Resolution Authorizing the Extension and Budget Increase of Professional Services
Contract with Perich Advertising + Design

Closed Session
None.

Discussion Issues:

None.

Reports:

Tab 1 Hardest Hit Report

Tab 2 Current and Historical Homeownership Data
Tab 3 queownership Production Report

Tab 4 Delegated Action Reports



Policy, Planning and Human Resource Subcommittee
AGENDA
Monday, July 22, 2019
8:30 a.m.
Dial-in: 1 (877) 402-9753
NEW Passcode: 9048999

Agenda Voting ltem(s):

Tab C Resolution Amending Cod‘e of Ethics

TabD Resolution Authorizing the Extension of Professional Services Contract with Water
Hill Creative, Inc. ’ '

Tab H: Resolution Authorizing the Extension and Budget Increase of Profeésional Services
Contract with Perich Advertising + Design

Other Agenda Item(s): - .+

Tab 1 Hardest Hit Report
" Tab2 Current and Historical Homeownership Data
Tab 3 Homeownership Production Report

Tab 4 Delegated Action Reports

Miscellaneous (Discussion Only):

e Executive Director Search



Real Estate Finance Subcommittee
AGENDA
Monday, July 22, 2019
10:00 a.m.
Dial-In: 1 (877) 402-9753
NEW Passcode: 9048999
Age‘nda"Voting Item{s)’:

Tab E Resolution Determining Mortgage Loan Feasibility, Ferguson Apartments, MSHDA
Development No. 1440-2, City of Grand Rapids, Kent County

'Resolution Authorizing Mortgage Loans, Ferguson Apartments, MSHDA
Development No. 1440-2, City of Grand Rapids, Kent County

TabF Resolutlon Determining Mortgage Loan Feasibility, Lyon Township Senior Living,
: MSHDA Development No. 3850, Charter Township of Lyon, Oakland County

“Resolution Authorizing Mortgage Loans, Lyon Township Senior Living, MSHDA
Development No. 3850, Charter Township of Lyon, Oakland County -

Tab G Resolution Authorizing Modification to Mortgage Terms, McCoy Townhouses,
- MSHDA Development No. 527-2, City of Detroit, Wayne County

Other Agenda Item(s):

None.

{”:%;-’» . - . A
*" Miscellaneous (Discussion Only):

None.
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Michigan State Housing Development Authority
Minutes of Authority Meeting
June 27, 2019

AUTHORITY MEMBERS PRESENT (Lansing): AUTHORITY MEMBERS ABSENT:
Jennifer Grau Regina Bell

Mike Kapp for Paul Ajegba Deborah Muchmore

Sarah Esty for Robert Gordon Tyrone Hamilton

Rachael Eubanks

Carl English

OTHERS PRESENT (Lansing/Detroit):

Gary Heidel, Acting Executive Director
Maria Ostrander, Executive

Clarence L. Stone, Jr., Legal Affairs

Willard G. Moseng, Legal Affairs

Scott Grammer, Legal Affairs

Margaret Meyers, Legal Affairs

Diana Bitely, Legal Affairs

Lisa Ward, Legal Affairs

Jeffrey Sykes, Chief Financial Officer

Chris Hall, Technical Support Services
Marneta Griffin, Technical Support Services
John Hundt, Rental Development

Mary Townley, Homeownership

Ron Farnum, Office of Attorney General
John Millhouse, Office of Attorney General
Mike Fobbe, Office of Attorney General
Kelly Rose, Chief Housing Solutions Officer
Andy Martin, Acting Chief Housing Investment Officer
Katie Bach, Government & Media Affairs
Michael Witt, Asset Management

Jennifer Ferguson, Office of Employee Services
Joe Parks, Office of Employee Services
Troy Thelen, Asset Management

Sandy Pearson, Habitat for Humanity
Rhonda Welburn, Dickinson Wright

Tim Rittenhouse, CGI Advisors

David Notkin, Bank of America

Chairperson Rachael Eubanks opened the meeting at 10:04 a.m.

Public Comments:

Ms. Eubanks asked if there were public comments at the Lansing and Detroit offices. There being
no public comments, Ms. Eubanks noted that Goldenrods for Tabs A and H were distributed at
the table. A copy of the Board memo for Tab G was also available.



Executive Directors Report:

Executive Order 2019-13

Mr. Heidel reported on Executive Order 2019-13, which would make the following changes unless
the executive order is rejected by the Michigan legislature:

e TED would become the Department of Labor and Economic Opportunity (LEO) and a new

director would be appointed.

The Director of LEO would become a MSHDA Board member and Chair.

The President of the Michigan Strategic Fund would become a MSHDA board member.

The State Treasurer would remain a MSHDA Board member.

The Directors of Transportation and Health and Human Services would no longer be on

the MSHDA Board. (Mr. Heidel noted that MSHDA would continue to work with both

departments if the Directors are no longer on the MSHDA Board.)

e SHPO (State Historic Preservation Office) would be transferred from MSHDA to the
Michigan Strategic Fund.

e The Executive Director of MSHDA would become a member of the Michigan Land Bank
Board.

Ashton Ridge

Mike Witt, Director of Asset Management, provided an update on MSHDA'’s response to Ms. Geri
Swihart’s and Ms. Laura Piascik’s public comments made at last month’s Board meeting. They
had expressed concerns regarding Ashton Ridge in Jackson, Michigan. Mr. Witt first provided an
explanation of Asset Management’s general role in these types of matters. He indicated that
MSHDA has a tenant call center available for tenants to make complaints and/or obtain
information. In response to complaints, Asset Management will often mediate issues between
tenants and property management.

In reference to Ashton Ridge, tenants have been living there during its rehabilitation, which has
been a source of frustration. Additionally, there was a change in the site management staff. Mr.
Witt noted that the previous staff did not enforce property rules, whereas the new staff began a
strict enforcement policy. The changes confused tenants. Mr. Witt talked to management staff
who acknowledged the communication issues and stated their efforts to resolve them. He also
spoke with Ms. Swihart and Ms. Pascik earlier that week and believes their concerns have been
resolved.

Jennifer Grau thanked MSHDA staff for their follow-up. ED Heidel stated that MSHDA staff takes
public comments seriously. Mr. Witt also noted there are currently three staff members who are
dedicated to tenant complaints.

Workforce Attainable Modular Homes Pilot Program

Tonya Young of Housing Initiatives gave a report on the Modular Homes Pilot Program, a
renewable Housing Development Fund grant program. She stated that there is a large market for
this type of program. The structures are built in a manufacturing facility but later moved and
permanently affixed to the ground. There is a $200,000 limit for the structures. MSHDA staff
expect a full return on its investment plus 3% interest if the home is sold at a profit. There have
been approximately 50 inquiries so far, and MSHDA has a full-time grant administrator. Ms. Young



expects initial orders to be completed by the end of the year. She also provided brochures that
are being used for marketing purposes.

Rachael Eubanks asked why modular homes were chosen over other options. Ms. Young
explained that cost savings and reduced building time were the main factors.

Sarah Esty asked if the plan was to continue this program next year. Ms. Young stated that
MSHDA staff expect to have a second round financed with recycled funds from the grant.

Voting Issues:

Agenda (Tab A): Ms. Eubanks requested a motion to approve the agenda. Jennifer Grau moved
approval of the agenda. Sarah Esty supported. The agenda was unanimously approved.

Consent Agenda (Tabs B through G) Mike Kapp moved approval of the consent agenda. Sarah
Esty supported. The consent agenda was approved. The consent agenda included the following:

Tab B Minutes — June 27, 2019

Tab C Resolution Authorizing Professional Services Contract for Auditing
Services with Plante Moran, PLLC and Michigan Office of Auditor General

Tab D Resolution Authorizing Reinstatement of Pass-Through Short-Term Bond
Program

Tab E Resolution Authorizing Waiver of Code of Ethics' Prohibition for Michael
Fobbe

Tab F Amended and Restated Resolution Designating Bank Accounts and
Authorizing Officers as to Requisition and Investment of Funds

Tab G Resolution Authorizing Modification to Workforce Attainable Modular
Homes Pilot Program

REGULAR VOTING ITEMS

Michigan State Housing Development Authority Series Resolution Authorizing the Issuance and
Sale of Rental Housing Revenue Bonds, 2019 Series A in an Amount not to Exceed $220,000,000
(Tab H) was presented by Jeff Sykes, Chief Financial Officer, and Rhonda Welburn of Dickinson
Wright. Mr. Sykes also introduced Tim Rittenhouse of CGI Advisors (MSHDA'’s Financial Advisor)
and David Notkin of Bank of America. Mr. Sykes presented the business terms as detailed in the
board documents. Thereafter, Ms. Welburn reviewed the resolution.

Rachael Eubanks asked for an explanation of 15¢2-12 as it was referred to in the presentation.
Mr. Sykes explained that it requires that information be continuously provided to the investment
community should a specific list of events occur. This list has expanded to include any change in
the outlook of an investment. Additionally, Ms. Eubanks inquired about “EMMA.” Mr. Notkin
explained that EMMA stands for “Electronic Municipal Market Access” and that EMMA allows
issuers to provide information to investors.



Assistant Attorney General Ron Farnum and Director of Legal Affairs Clarence Stone concurred
that the resolution was in proper order for the Authority’s action. Sarah Esty moved approval of
the resolution. Jennifer Grau seconded.

The following Roll Call vote was taken for Tab G:

Carl English — Yes Deb Muchmore - Absent Regina Bell - Absent
Jennifer Grau — Yes Mike Kapp — Yes Tyrone Hamilton - Absent
Rachael Eubanks - Yes Sarah Esty - Yes

There were 5 “yes” votes. The resolution was unanimously approved.

David Notkin of Bank of America thanked the Board and noted he has always enjoyed working
with MSHDA staff.

Resolution Approving 2019-2020 Budget (Tab 1) was presented by Jeff Sykes, Chief Financial
Officer. Mr. Sykes reviewed the proposed resolution as detailed in the Board documents. Rachael
Eubanks questioned how the proposed Executive Order would impact the budget. Mr. Sykes
explained that the most conservative approach at this time would be to leave the budget as it
stands. Sara Esty then asked whether a new budget would need to be approved if SHPO is
ultimately moved to the Michigan Strategic Fund. Mr. Sykes responded that revenue and
expenses related to SHPO are not enough to require a new budget. Mr. Sykes and Mr. Heidel
noted that quarterly financial updates would address any necessary adjustments.

Sarah Esty moved approval of the resolution. Carl English supported. The resolution was
approved.

Resolution Determining Mortgage Loan Feasibility, Edgewood Village Apartments, MSHDA
Development No. 83-2, Charter Township of Meridian, Ingham County (Tab J) was presented by
John Hundt of Rental Development. Mr. Hundt reviewed the proposed resolution as detailed in
the Board documents. He explained that MSHDA staff were only requesting a feasibility resolution
at this time so that the developer could ensure that land-acquisition costs are eligible for
reimbursement with tax-exempt bond proceeds. A determination on whether MSHDA staff would
seek approval for a loan resolution would be determined later. There were no additional questions.
Carl English moved approval of the resolution. Sarah Esty supported. The resolution was
approved.

Ms. Eubanks noted that the following reports were included for information: Homeownership
Production Report (Tab 1), Hardest Hit Report (Tab 2), and Current and Historical
Homeownership Data (Tab 3)

Ms. Eubanks stated that the next two Board meetings are scheduled for July 25, 2019 and August
29, 2019 and that all subcommittee meetings will be held on the Monday before the board
meeting. Mr. Heidel noted that the Board meeting schedule could be subject to change if the
Executive Order becomes effective August 11, 2019.

There being no further business, Ms. Eubanks requested a motion to adjourn. Mike Kapp moved
to adjourn. Jennifer Grau supported the motion, and it was unanimously approved and accepted.
The meeting adjourned at 11:04 a.m.
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"M"_E M 0O R A N D U M-'

TO: . Authority'Merqnbers“ 5 M

" FROM: Gary Heidel, Acting Executive Director
DATE: July 25, 2019
RE: Recommendation to Amend the M|ch|gan State Housrng Development‘ .:
“ Authority’s Code of Ethics '
o Recommendatlon

- I recommend- that the Michigan State Housing Development Authorrty (“Authorlty”) approve the '
" attached révised Code of Ethrcs )

Executrye-Summa:x.

On Januéry 21, 2015, the A:uthorrty approved a revised Code of Ethics (“2015. Code of Ethics” ).
- The. Authorrtys Legal Affairs staff who address ethical issues (the Ethics Committee) regularly. .

réview and apply the 2015 Code of Ethics and recommend the followrng changes to the revrsed'. o

Code of Ethlos for clarlt" cation:

e The Code of Ethics applles to all employees, the Executive Director and student
: assistants;

-+ The Code of Ethics' departure restriction applies ‘if elther the. Authority or the :
- employee terminate employment; and '

- : e The Code of Ethics does not limit or supersede other ethlcal obllgatlons
‘Marked and clean rcopres of the revised Code of Ethics are attached.
Issues, Policy Considerations, and Related Actions:

" None.



) Michigan State Housing Development Authority

Code of Ethics

Effective: JULY 25, 2019

l: Policy
AND .
DEFINITION
“Statement:

II. Policy:

"To provide all employees of the Authority with a clear understanding of the -

behavior expected of them and to prevent improper conduct that may
adversely affect public trust or confidence. PURSUANT TO SECTION -
22(CC) OF THE AUTHORITY’S ACT AND SOLELY FOR THE
PURPOSE OF THIS CODE OF ETHICS, THE TERM “EMPLOYEE” OR - -
“EMPLOYEES” SHALL ENCOMPASS AUTHORITY EMPLOYEES,
THE EXECUTIVE DIRECTOR OR ANYONE ACTING IN THAT

- CAPACITY AND STUDENT ASSISTANTS.

A. Employees shall comply with Civil Service Rules 2-8 entitled “Ethical
Standards and Conduct’” and with Public Act 196 of 1973, as
amended, entitled "Standards of Conduct for Public Officers and
Employees". ' '

B. Enﬁployees shall comply with any conflict of interest provisioh, rule or
regulation regarding any situation that may arise out of their work with
any federal program administered by the Authority. ‘

C.’-'Employees shall not divulge to an unauthorized person, conﬁdenfial_
information acquired inthe course of employment in advance of the
time prescribed for its authorized release to the public.

D. Employees shall not represent their personall opinion as that of the
Authority. '

E. .Employees shall use personnel resources, property, and funds under
their official care and control judiciously and solely in accordance with...
- prescribed constitutional, statutory, and regulatory procedures and not
for personal gain or benefit.

F. Employees shall not solicit or accept any glft or loan of money, goods,
services, or other thing of value for the benefit of any person or
organization, other than the state, which tends to influence the
manner in which the employee or another public employee performs
official duties. This restriction includes gifts directly to the employee or
indirectly to the employee, such as a gift to any employee's relative or
designated organization.

This restriction does not include a prohibition against de minimis contacts
as described in Civil Service Rule 2-8.7(b); a prohibition against accepting
meals or beverages paid for by a firm or organization doing business with
‘the Authority when offered in conjunction with or incidental to a business
meeting, seminar, training session, or other organized function which has a
purpose beyond the provision of the meal or beverage and is attended by a
substantial number or persons; or a prohibition against accepting meais or
beverages in instances where the firm or person has a contractual
arrangement with the Authority pursuant to which such person or firm will
bill the Authority for its costs and it does not appear that such costs will
exceed the allowable group rate for such meal.



Mlchlgan State Housmg Development Authorlty

Code of Ethics

Effective: JULY 25, 2019

G. -Employees shall not engage in any business transaction or private

arrangement for personal gain or financial gain for a member of the
employee's immediate family, which accrues from or is based on the
employee's official position or authority or on confidential information -
gained by reason of the employee's position or authority.

. Employees shall not engage in or accept employment or render

services for any private or public interest, for compensation or
otherwise, when that employment or service is incompatible or in
conflict with the discharge of his or her official duties or when that
employment may tend to impair his or her independence of judgment
or action in the performance of his or her official duties.

Approval of all employment outside of the Authority must be obtained
through the proper procedures and employees must keep the Authority
informed of any contemplated changes in supplementary employment.

No employee shall be a party, directly or indirectly, fo any contract
between himself or herself and the Authority.

Employees shall not participate in.the negotiation or execution of
contracts, making of loans, granting of subsidies, fixing of rates,
issuance of permits or certificates, or other regulation or supervision,
relating to any business entity in which he or she has directly or
indirectly, a financial or personal interest. The restriction includes
other situations in which the employee is a partner, investor, or
employee, whether for present profit or not. This restriction also

“includes business entities in which close relatives or other personal

associates of the employee have an interest.

. Ifan employee has an ownership interest in or business dealings with

an entity or individual seeking to conduct business W|th the Authority,

‘the employee shall:

1. Fully disclose any such ownership interest or business
dealings; and

2. a. inthe case of a current ownership interest, fully divest

: himself or herself of the interest and refrain. from
participating in all activities of the Authority relating to the
entity or individual or subsidiary or affiliate thereof; or

b. in the case of business dealings which ended prior to
- employment by the Authority or a past ownership interest,
disclosure shall be sufficient; or .

c. in the case of business dealings while an employee of
the Authority, refrain from participating in all activities of the



~ Michigan State Housing Development Authority

Code of Ethics

Effective: JULY 25, 2019

Authorify relating to the entity or individual or subsidiary or
affiliate thereof. :

3. As an alternative to thée provisions of 2 above, the entityzor '
individual or subsidiary or affiliate thereof may withdraw
from doing business directly or indirectly with the Authority. -

4, ~The Authority may require full divestiture in the case of a
current interest, ‘or cessation in the case of business
dealings, if the employee's position and responsibilities are
such that non-participation by the employee will hamper
the Authority's ability to review and process the particular
activity with which the entity or individual or subsudlary or
affiliate thereof is involved.

5. This section shall not apply to any interest or business
_ dealings of a de minimis nature which are the same as the
benefits to or dealings by other members of the public or

broad segments of the public. -

L. Priorto being hired, or for continuing empioyees on an annual baéis,_

employees shall make a complete disclosure of all business and -
income-producing interests including those held by a spouse. Itisthe
responsibility of the employee to amend the financial disclosure at any
time there is a change; however, no amendment is necessary for the
sale or purchase of stocks listed on the New York Stock Exchange, the
American Stock Exchange, or on the listed Over-the-Counter Markets,
unless the stock is stock of a sponsor or proposed sponsor

or subsidiary or affiliate of such sponsor of Authorlty financed

housing.

Disclosure statements and updates must be submitted to the Director
of Legal Affairs. All information will be retained in confidence.

Disclosure statements are is not required for employed student
assistants or student co-ops of the Authority.

. Employees may apply for and be eligible to receive a Mortgage Credit

Certificate (MCC) provided that the employee does not participate. in
any way in the processing or approval of the MCC and that the
proposed participation by the employee is submitted to and approved
by the Authority '

. Excep{ as provided in this Section N, employees shall not involve

themselves in personal business activities where the U.S. Department
of Housing and Urban Development (HUD), Rural Development (RD)

-or Rural Housing Services (RHS), or state or city housing subsidies or

financing are involved. The term "personal business activities" includes
both the obtaining of housing subsidies or housing financing

3



Michigan State Heusing Development Authority

Code of Ethics :
Effectlve JULY 25, 2019

either as an owner or investor or as an employee of an owner or.
investor and the representation as agent, consultant, attorney, or
contractor of any entity utilizing or proposing to utilize publlc housing
subsidies or housing financing. .

Exceptions:‘

1. The term "personal business activities" does not include the
utilization of a subsidized housing program with respect to
one's personal residence

2. This prohibition shall not apply to any interest or business
- dealings involving participation in a generally available HUD,
RD, RHS, or city housing subsidy or financing program with
‘respect to not more than one residential unit which was at
some time the employee's pnncupal residence.

3. This prohibition does not apply to applications to HUD for loan
insurance not involving housing subsidies.

O. Unless permitted by state or federal law, employees who WHOSE
EMPLOYMENT tefminate-employment with the Authority ENDS
shall be not be involved in any manner with any development or
“program for which the employee, while employed by the Authority, was
responsible. for any decision making or had a direct involvement. This
restriction is applicable for a period of six months after the employee
leaves the Authority unless a longer period of time is required pursuant
to state or federal statute. '

P.- Employees should exercise discretion and judgment with regard to this
policy at all times. Code of Ethics questions and questions regarding
this policy should be submitted to the Authority's Director of Legal
Affairs.

Q. THE CODE OF ETHICS DOES NOT LIMIT OR SUPERCEDE ANY
OTHER ETHICAL OBLIGATION OR RESPONSIBILITY THAT MAY
BE REQUIRED OF ANY EMPLOYEE.



Michigan State Housing Development Authority

Code of Ethics

Effective: JULY 25, 2019

l. Policy and
© " Definition
Statement:

I. Policy:

To provide all employees of the Authority with a clear understanding of the
behavior expected of them and to prevent improper conduct that may
adversely affect public trust or confidence. Pursuant to Section 22(cc) of
the Authority’s Act and solely for purpose of this Code of Ethics, the term
"employee" or "employees" shall encompass Authority employees, the
Executive Director or anyone acting in that capaC|ty, and student
assistants.

A. Employees shall comply with Civil Service Rules 2-8 éntitled “Ethical

Standards and Conduct” and with Public Act 196 of 1973, as
amended, entitled "Standards of Conduct for Publlc Officers and
Employees".

B. Employees shall c—omply* with any conflict of interest provision, rule or
regulation regarding any situation that may arise out of their work with
any federal program administered by the Authority.

C. Employees shall not divulge to an unauthorized person, confidential
information acquired in the course of employment in advance of the
time prescribed for its authorized release to the public.

D. Employees shall not represent their personal opinion as that of the
Authority.

E. Employees shall use personnel resources, property, and funds under
their official care and control judiciously and solely in accordance with
prescribed constitutional, statutory, and regulatory procedures and not
for personal gain or benefit.

F. Employees shall not solicit or accept any gift or loan of money, goods,
services, or other thing of value for the benefit of any person or
organization, other than the state, which tends to influence the manner
in which the employee or another public employee performs official
_duties. This restriction includes gifts directly to the employee or
indirectly to the employee, such as a gift to any employee s relative or
designated organization. '

This restriction does not include a prohibition against de minimis contacts
as described in Civil Service Rule 2-8.7(b); a prohibition against accepting
meals or beverages paid for by a firm or organization doing business with
the Authority when offered in conjunction with or incidental to a business
meeting, seminar, training session, or other organized function which has a
purpose beyond the provision of the meal or beverage and is attended by a
substantial number or persons; or a prohibition against accepting meals or
beverages in instances where the firm or person has a contractual
arrangement with the Authority pursuant to which such person or firm will
bill the Authority for its costs and it does not appear that such costs will
exceed the allowable group rate for such meal.



Michigan State Housing Development Authority

Code of Ethics

Effective: JULY 25, 2019

G.

Employees shall not engage in any business transaction or private
arrangement for personal gain or financial gain for a member of the

.employee's immediate family, which accrues from or is based on the

employee's official position or authority or on confidential information

-gained by reason of the employee's position or authority.

. Employees shall not engage in or accept emplbyment or render
services for any private or public interest, for compensation or

otherwise, when that employment or service is incompatible or in
conflict with the discharge of his or her official duties or when that
employment may tend to impair his or her independence of judgment
or action in the performance of his or her official duties.

Approval of all employment outside of the Authority must be obtained'
through the proper procedures and employees must keep the Authority
informed of any contemplated changes in supplementary empioyment.

No employee shall be a party, directly or indirectly, to any contract
between himself or herself and the Authority.

Employees shall not participate in the negotiation or execution of
contracts, making of loans, granting of subsidies, fixing of rates,
issuance of permits or certificates, or other regulation or supervision,
relating to any business entity in which he or she has directly or
indirectly, a financial or personal interest. The restriction includes
other situations in which the employee is a partner, investor, or
employee, whether for present profit or not. This restriction also
includes business entities in which close relatives or other personal
associates of the employee have an interest.

ifan employee has an ownership interest in or business dealings with
an entity or individual seeking to conduct business with the Authority,
the employee shall: :

1. Fully disclose any such ownership interest or business.
dealings; and

2. a. inthe case of a current ownership interest, fully divest
“himself or herself of the interest and refrain from-
participating in all activities of the Authority reiating to the

entity or individual or subsidiary or affiliate thereof; or

b. in the case of business dealings which ended prior to
employment by the Authority or a past ownership interest,
. disclosure shall be sufficient; or

c. in the case of business dealings while an employee of
the Authority, refrain from participating in all activities of the



Michigan State Housing Development Authoi'it‘y

Code of Ethics

Effective: JULY 25, 2019

Authority relating to the entity or lndlwdual or subSIdlary or .

affiliate thereof

3. ‘As an alternatlve to the provisions of 2 above, the ehtity or
individual or subsidiary or affiliate thereof may withdraw
from doing business directly or ilndirectly with the Authority.

4. The Authority may require full divestiture in the case of a
current interest, or cessation in the case of business.
dealings, if the employee's position and responsibilities are
such that non-participation by the employee will hamper
the Authority's ability to review and process the particular
activity with which the entity or individual or sub3|d|ary or
aff liate thereof is mvolved :

5. ThIS section shall not apply to any interest or business
dealings of a de minimis nature which are the same as the
benefits to or dealings by other members of the public or
broad segments of the public.

L. Prior to being hired, or for continuing employees on an annual basis,

employees shall make a complete disclosure of all business and
income-producing interests including those held by a spouse. Itis the

responsibility of the employee to amend the financial disclosure at any -
time there is a change; however, no amendment is necessary for the -
- sale or purchase of stocks listed on the New York Stock Exchange, the
" American Stock Exchange, or on the listed Over-the-Counter Markets,

unless the stock is stock of a sponsor or proposed sponsor
or subsidiary or affiliate of such sponsor of Authority-financed’
housing.

Disclosure' statements and updates must be submitted to the Director
of Legal Affairs. All information will be retained in confidence.

Disclosure statements are is not required for employed student
assistants or student co-ops of the Authority.

. Employees may apply for and be eligible to receive a Mortgage Credit

Certificate (MCC) provided that the employee ‘does not participate in
any way in the processing or approval of the MCC and that the
proposed part|C|pat|on by the employee is submitted to and approved
bytheAuthonty

. Except as provided in this Section N,employees shall not involve .

themselves in personal business activities where the U.S. Department
of Housing and Urban Development (HUD), Rural Development. (RD)
or Rural Housing Services (RHS), or state or city housing subsidies or
financing are involved. The term "personal business activities" includes
both the obtaining of housing subsidies or housing financing

'3



~

Code of Ethics
Effective: JULY 25, 2019

Michigan State Housing Development Authority

either as an owner or investor or as an employee of an owner or

. Investor and the representation as agent, consultant; attorney, or

contractor of any entity utilizing or proposing to utilize public housing
subsidies or housing financing. '

Exéeptions:

1. The term "personal business activities" does not include the
utilization of a subsidized housing program with respect to
~one's personal residence

2. This prohibition- shall-not apply to any interest or business
dealings involving participation in a generally available HUD,
RD, RHS, or city housing subsidy or financing program with
respect to not more than one residential unit which was at
some time the employee's principal residence.

3. ThIS prohibition does not apply to applications to HUDfor loan
insurance not involving housing subsidies.

3

O. Unless permitted by state or federal Iaw, emp]oyees whose employment

with the Authority ends shall not be involved in any manner with any
development or program for which the employee, while employed by
the Authority, was responsible for any decision making or had a direct
involvement. This restriction is applicable for a period of six months
after the employee leaves the Authority unless a longer period of time
is required pursuant to state or federal statute. '

P. Employees should exercise discretion and judgment with regard to this

policy at all times. Code of Ethics.questions and questions regarding

.this policy should be submitted to the Authorltys Director of Legal

Affalrs

. The Code of Ethics does not limit or supersede- any other ethical

obligation or responsibility that may be required of any employee.



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

RESOLUTION AMENDING CODE OF ETHICS

July 25, 2019

WHEREAS, the Michigan State Housing Development Authority (the “Authority”) adopted a Code
of Ethics on February 28, 1978, a revised Code of Ethics on March 2, 1984, a revised Code of
Ethics on September 25, 2002, a revised Code of Ethics on November 19, 2014 and a revised
Code of Ethics on January 21, 2015; and

WHEREAS, the Authority’s Legal Affairs staff who address ethical issues (the Ethics Committee)
have reviewed the Code of Ethics dated January 21, 2015 and recommend the proposed
changes; and

WHEREAS, the Acting Executive Director has reviewed the proposed changes and recommends
that the Authority adopt the attached revised Code of Ethics dated July 25, 2019 for the reasons
set forth in the attached memorandum; and

WHEREAS, the Authority concurs in the recommendation of the Acting Executive Director.
NOW, THEREFORE, Be it Resolved by the Michigan Housing Development Authority, that the

revised Code of Ethics dated July 25, 2019 that is attached hereto, for the reasons set forth in the
accompanying memorandum, is hereby approved.
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l| MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY
. H v
M E M O R:A N D .U N

TO: -.Authority Members

“FROM: - Gary Heidel, Acting Executive Director % < |

DATE: . _ July 25, 2019

""RE: " Resolution Authorlzmg the Extensron of Professional Serwces Contract wrth Water

. Hill Creative, Inc.

Recornrnendation:

-~

R i recommend that the Michigan'State Housing Development Authority (the “Authority”) adopt a - . .
resolution authorizing (a)- a one-year extension of the professional services contract with Water .

Hill Creative, Inc. (the "Contractor") for a period beginning on or about October 1, 2019 and.ending .
September 30, 2020 and (b) an increase of the total ‘contract amount of $250 000 Thls service

- has been preauthonzed by Civil Service.

. Executwe Summary:

The Contractor will serve as the producer for video projects The Contractor will provide

- equipment, software-and staff who will coordinate and conduct interviews, write, and provide art
‘direction for aIl productions. The Contractor will be responsible for pre-production-technical advice

©on developlng videos, setting up the individual shots for best possible sound and video, llghtlng'
. and filming the individual clips, and editing-and assembling the final video. The Contractor is
_responsible for supplying'all video equipment. The Contractor was selected through a competltlve

blddlng process.

" On September 27, 2017 ‘the ‘Authority approved a professional services contract with the
- Contractor for a term beginning October 1, 2017 and énding September 30, 2018 for an amount

hot to exceed $250,000. On July 25, 2018, the Authonty approved a one-year extension and a

- budget increase of Two Hundred Fifty Thousand Dollars' ($250,000) for a total contract amount

of Five Hundred Thousand Dollars ($500, 000) If the proposed increase of Two Hundred Fifty -

. Thousand Dollars ($250,000) is approved, the total contract amount for the professional services
contract with the Contractor wrll not exceed $750,000 over the amended term of the Contract

Issues,’ P'olicy Considerations, and Related Actions:

Norie.



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

RESOLUTION AUTHORIZING THE EXTENSION OF PROFESSIONAL SERVICES
CONTRACT WITH WATER HILL CREATIVE, INC.

July 25, 2019

WHEREAS, the Michigan State Housing Development Authority (the "Authority") has received the
report of the Executive Director regarding the extension of the professional services contract to
perform videography services for public relations and marketing; and

WHEREAS, on September 27, 2017, the Authority approved a professional services contract with
Walter Hill Creative, Inc. (Contract) for a term beginning October 1, 2017 and ending September
30, 2018 for an amount not to exceed Two Hundred Fifty Thousand Dollars ($250,000); and

WHEREAS, on July 25, 2018, the Authority approved a one-year extension to the Contract
including a budget increase of Two Hundred Fifty Thousand Dollars ($250,000) for a total contract
expenditure of Five Hundred Thousand Dollars ($500,000) over the term of the amended contract;
and

WHEREAS, the Executive Director has recommended that the Authority approve an additional
one-year extension to the Contract with an additional increase of the total contract amount of Two
Hundred Fifty Thousand Dollars ($250,000) as described in the accompanying memorandum;
and

WHEREAS, if the proposed increase of Two Hundred Fifty Thousand Dollars ($250,000) is
approved, the total contract amount for the professional services contract with Water Hill Creative,
Inc. will be an amount not to exceed Seven Hundred Fifty Thousand Dollars ($750,000) over the
amended term of the Contract; and

WHEREAS, the Civil Service Commission has reviewed and approved the Authority's request for
contractual services; and

WHEREAS, the Authority concurs in the report and recommendation of the Executive Director.

NOW, THEREFORE, Be It Resolved by the Michigan State Housing Development Authority, that
the Executive Director, the Director of Legal Affairs, the Chief Financial Officer, or any person
duly acting in such capacity (each, an "Authorized Officer"), or any of them, is hereby authorized
to enter an amendment to the professional services contract with Water Hill Creative, Inc. to (a)
extend the term of the professional services contract for a period beginning on or about October
1, 2019 and ending September 30, 2020 and (b) increase the total contract amount of the
professional services contract by an amount not to exceed Two Hundred Fifty Thousand Dollars
$250,000, as described above and in the accompanying memorandum.
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M E M O R A N D U M

TO: Authority Members % W

FROM: Gary Heidel, Acting Executive Director

DATE: July 25, 2019

RE: Mortgage Loan Feasibility/Commitment of Ferguson Apartments, MSHDA No.
1440-2

Recommendation:

| recommend that the Michigan State Housing Development Authority (the “Authority”) adopt
resolutions that 1) determine Mortgage Loan Feasibility as to the following proposal, 2) authorize -
taxable bond and Michigan Housing and Community Development Fund (“MHCDF”) mortgage
loans in the amounts set forth in this report, and 3) authorize the Executive Director, or an .
-Authorized Officer of the Authority, to issue the Authority’szMertgage Loan Commitment with
respect to this development, subject to the terms arid conditions set forth in this report.

Executive Summary:

Originally the Hotel Browning, located at 72 Sheldon Boulevard SE in the City of Grand Rapids,
and later used as the Ferguson Health Clinic, the Ferguson Apartments was donated to Dwelling
- Place of Grand Rapids by Spectrum Health. Dwelling Place rehabilitated the original building:apd
added an addition bringing the total to 101 units of housing as well as commercial space. One
hundred units are supported by a rental subsidy through a McKinney Vento rental assistance
contract. Rehablhtatlon was completed in 2002.

Upon opening as apartments in- 2002, there were some commercial spaces in the building that
were occupied by several community health organizations. In 2015, the commercial space on

" the second floor was converted into 18 additional apartments.which were financed without public

‘resources. These additional apartments are often rented by individuals with tenant—based
Veterans Affairs Supportive Housing (“VASH”) vouchers.

The Ferguson Apartments is now in need of preservation and rehabilitation. Renovation of
systems’ within the building are planned with the replacement of major water and sewer lines in
. the original structure. The sponsor has applied for and received an award of 9% LIHTC, is
requesting a Housing Trust Fund ("HTF”) award, and a Taxable Bond loan from the Authority, and
a Michigan Housing Community Development Fund (‘“MHCDF") award. Historic Tax’ Cred|ts will
be used to provide additional equity to the development.

Issues, Policy Considerations, and Related Actions:




The preservétion of Ferguson Apartments will require repayment of the Authorify HOME/CSH
Loan provided in 2000-2001 when the property was originally developed as permanent supportive

" housing. The $2,000,000 HOME Loan was provided with a 30-year term and a 6.75% interest

rate with payments deferred; the balance as of December 31, 2018 was $4,463,833. The
outstanding balance to be repaid will be brought current to the date of closing. The development

" currently has a HOME Loan from the City of Grand Rapids which will be forgiven with this

preservation.

The ‘'sponsor intends to convert the existing Section 8 Moderate Rehabilitation Single Room

. Occupancy (“McKinney-Vento”) contract to Project Based Rental Assistance (“PBRA”) through

the Rental Assistance Demonstration (“RAD”) Program. This will allow PBRA to support the
existing 100 units currently covered by the McKinney-Vento contract for a period of 20 years..

Due to the depth of rehabilitation planned on the oldest wing of the building, forty (40) current

~ tenants will need to be temporarily relocated for up to one year. Plans call for the conversion to '
~ PBRA and then utilizing HUD’s Section 8 Pass-Through to continue to provide rental assistance

to these tenants while they are temporarily relocated.

The Sponsor has elected to utilize the “Average Income Test for Low-lhcome Housing Tax Credit”.
Income Averaging is-permanently established as a third minimum set-aside election for Housing

.Credit developments and became available in March 2018. This election allows developments

to target units to households with rent and income up to 80% of area median’income (“AMI”) as

-long as the average AMI level of the affordable units in the project is 60% AMI or less.  For this

- proposal there are eighteen (18) units at 80% of area median income (“AMI”) that will be offset by
~eighteen (18) units targeted to 40% AMI tenants. The‘remaining elghty-three (83) units will be
- targeted to 60% AMI, providing an income average of 60% AMI.
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' . MICHIGAN SfATE HOUSING DEVELOPMENT AUTHORITY

MORTGAGE LOAN FEASIBILITY/COMMITMENT STAFF REPORT
- July 25, 2019
RECOMMENDATION:

| recommend that the Michigan State Housing Development Authority (the “Authority”) adopt
resolutions that 1) determine Mortgage Loan Feasibility as to the following proposal, 2) authorize
taxable bond and Michigan Housing and Community Development Fund (“MHCDF”) mortgage
‘loans in the amounts set forth in this report, and 3) authorize the Executive Director, or an
- Authorized Officer of the Authority, to issue the Authority’s Mortgage Loan Commitment W|th respect .
to th|s development, subject to the terms and conditions set forth in thls report

" MSHDANo.: - 1440-2

Development Name: - Ferguson Apartments
Development Location: City of Grand Rapids, Kent County ° ‘
Sponsor: - | : Dwelling Place of Grand Rapids Nonprofit Housmg Corp.
Mortgagor:- Ferguson Apartments Limited Dividend Housing Association
' . LLC

" Taxable Bond Loan: $994,963
Taxable Bond Construction Loan: $994,963

"~ MSHDA HTF Loan: $5,161,000
MSHDA MHCDF Loan: : + $239,000
Total Development Cost: © $21,243,196 . o
Mortgage Term: ' ' 40 years for the Taxable Bond loan, 50 years for the

Housing Trust Fund loan and 50 years for the Michigan

' , Housing and Community Development Fund loan
Interest Rate: ' 6.20% for the Taxable Bond loan and 1.00% simple interest
' . for the Housing Trust Fund loan and 1.00% simple interest
for the Michigan Housing -and Community Development

: Fund loan
. Program: Housing Trust Fund Program
- Number of Units:. 119 family units of rehabilitation -
. Unit Configuration: : 116 studio. units and 3 one- bedroom units for famlly
o : ' occupancy :

Builder: Pioneer Construction
Syndicator: - : InSite Capital
Date Application Received: February 1, 2019

HDO: - . - JT Johnston

Issuance of the Authontys Mortgage Loan Commitment is subject to fulfilment of all Authority
‘processing and review requirements and obtaining all necessary staff approvals as requnred by the
Authority's undenfvrltlng standards



4

Mortgage Feasibility/Commitment Staff Report

" Ferguson Apartments, MSHDA No. 1440-2 - -

City of Grand Rapids, Kent County
July 25, 2019

| ISSUES, | POLICY CONSIDERATIONS AND RELATED ACTIONS

"The preservatlon of Ferguson Apartments will require repayment of the Authorrty HOME/CSH Loan-
provided in 2000-2001 when the property was originally developed as permanent supportive

- housing. The $2,000,000 HOME Loan was provided with a 30-year term and a 6.75% interest rate .
with payments deferred the balance as of December 31, 2018 was $4,563,833. The outstanding
balance to be repaid WIII be brought current to the date of closrng The development currently has a
HOME Loan from the City of Grand Rapids which will be forgiven with thls preservation.: '

The sponsor intends to convert the exrstrng Section 8 Moderate Rehabilitation Single Room
Occupancy (“McKinney-Vento”) contract to Project Based Rental Assistance (‘PBRA”) through the
Rental Assistance Demonstration (“RAD”) Program. This will allow PBRA to support the existing
100 units currently covered by the McKinney-Vento contract for a period of 20 years. ’

Due to the depth of rehabilitation planned on the oldest wing of the building, forty (40) current
tenants will need to be temporarily relocated for up to fourteen months. Plans call for the conversion
to PBRA and then utilizing HUD’s Section 8 Pass-Through to continue to prowde rental assistance
to these tenants while they are temporarily relocated.

~ The Sponsor has elected to utilize the “Average Income Test for Low-Income Housing Tax Credit”.
income Averaging is permanently established as a third minimum set-aside election for Housing
Credit developments and became available in March 2018. This election allows developments to
‘ target units to households with rent and income up to 80% of area median income ("“AMI”") as long as -
the average AMI level of the affordable units in the project is 60% AMI or less. For this proposal .
- - there are eighteen (18) units at 80% of area median income (“AMI”) that will be offset by eighteen
" (18) units targeted to 40% AMI tenants. The remaining elghty-three (83) units will be targeted to
-60% AMI, providing an income average of 60% AMI.

EXECUTI\(E SUMMARY:

Originally the Hotel Browning, located at 72 Sheldon Boulevard SE in the City of Grand Rapids, and ~
later used as the Ferguson Health Clinic, the Ferguson Apartments was donated to Dwelling Place
of Grand Rapids by Spectrum Health. Dwelling Place rehabilitated the original building and added
an addition bringing the total to 101 housing units as well as commercial space. One hundred units

are supported by a rental subsidy through a McKinney Vento rental assistance contract.
Rehabrlltatlon was completed in 2002.

‘The conversion to rental housing was financed through the sale of Low-Income Housing Tax Credits -
(“‘LIHTC”), historic tax credits, philanthropy and HOME loans from the Authority and the City of

Page 2 of 20
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Mortgage Feasibility/Commitment Staff Report -
Ferguson Apartments, MSHDA No. 1440-2
City of Grand Rapids, Kent County
July 25, 2019

. Grand Rapids. The tenancy is cdmprised of persons struggling with homelessness and those with

disabilities. Supportive services are provided to these residents on site by the sponsor. Upon
opening as apartments in 2002, there were some commercial spaces in the building that were
occupied by several community health organizations. In 2015, the commercial space on the second

~ floor was converted into 18 additional apartments which were financed without public resources.

These additional apartments are often rented by individuals with tenant-based Veterans Affalrs
Supportive Housing (“VASH”) vouchers.

. The Ferguson Apartments is now in need of preservation and rehabilitation. Renovation of systems

. within the building are planned with the replacement of major water and sewer lines in the original
“structure. A more detailed summary of work to be performed is contained later in this report. The

sponsor has applied for and received an award of 9% LIHTC, is requesting a Housing Trust Fund
("HTF") award, a Taxable Bond loan from the Authority, and a Michigan Housing and Community
Development Fund ("MHCDF") award. Historic Tax Credits will be used to prowde additional equity

" "to the development.

Structure of the Transaction and Funding:
There are several elements to this transaction that are common to preservafion transactions:

e ATaxable Bond construction and permanent mortgage loan will be provided by the Authority-

" (the “Mortgage Loan”). The Mortgage Loan will be in the amount of $994,963 at 6.2%.
interest with 16-monthly interest only payments required under the construction loan. The
permanent financing date will commence on the first day of the month following the month in.
which the 16-month construction loan. term expires or such later date as determined by an

- Authorized Officer of the Authority (the “Permanent Financing Date”). )

e The permanent taxable bond loan is based upon the rents expected in the HAP contract,
less vacancy loss, payments to reserves and escrows, operating costs based on historical
data unless modified by project improvements and-construction and soft costs at levels
appropriate for this specific transaction. The permanent loan includes an initial 2.5 debt
service coverage ratio (“DCR"), an annual interest rate of 6.2%, with a fully amortizing term |
of 40 years commencing on the Permanent Financing Date. The Mortgage Loan WI|| be
funded on the Permanent Financing Date and will be in First Position.

o A subordlnate loan using a Trust Fund Loan (the “HTF Loan”) in the amount of $5,161 000
will be prowded at 1% simple interest W|th payments initially deferred. The HTF Loan willbe .

in Second Position. i

e A subordmate loan using Authority Michigan Housing and Community Development Fund

" Loan (the “MHCDF” loan) in the amount of $239,000 will be provided at 1% simple interest
with payments initially deferred. Project completion information and reporting are required
within. 30 months of the MHCDF Loan award. The MHCDF Loan with be in Third Position.

- e -~ The general partner will make a capital contribution in the arnount of $100.

e Equity support comes from the sale of 9% LIHTC in the estimated amount of $12,874,076.
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’ "~ Mortgage Feasibility/Commitment Staff Report
Ferguson Apartments, MSHDA No. 1440-2

City of Grand Rapids, Kent County

July 25, 2019

e Federal Historic Tax Credits have been requested and additional equity support will come
- from the sale of these credits. See Special Condition No. 3.

. 'The Housing Assistance Payment (“HAP”) contract will, subject to HUD approval, be “

transferred to the’ Mortgagor and will continue to-provide deep subsidy assistance for all of '

the assisted unlts

e. The Sponsor has agreed to defer $215,574 of the developer fee to help fill the remaining
funding gap.

e An amount equal to one month'’s gross rent potential will be funded in the Develcpme;nt’s
operating account

.- An operatlng assurance reserve will be required in the amount identified in the attached
proforma. The reserve will be capitalized at closing in an amount which, along with
“accumulated interest, is expected to meet the Development's unantlc1pated operatlng needs

This reserve will be held by the Authority.

e The Development will be renovated and a new replacement reserve requirement imposed,
based upon a capital needs assessment (“CNA”"), to ensure an extension of the useful life of |
the property and to maintain an excellent quality of life for the residents. At the closing, the
Mortgagor must deposit the amount determined necessary to satisfy the requirements of the
Authority-approved CNA over a 20-year period. This reserve will be held by the Authority.

e Taxand insurance escrow proceeds in the amount identified in the attached proforma will be |
transferred from the existing project to the new project to fund a new tax and insurance
‘escrow account. :

Scope of Rehabilitation:
The following imprdvements to the property are included in the Scope of Work:

Building and site rehabilitation includes: Repaving parking areas, new LED building lighting, new
security camera, masonry restoration, replacing apartment windows, replacing first floor windows,
installing a new roof, replacing skylights, replacing entry doors, replacing intercom system, replacing
elevator.cab finishes and one elevator’s controls, replacing gas boiler, replacing air conditioning,
replacing existing roof-top deck with new decking and glass safety railing, installing new deck, green =

roof and event space to include additional outdoor space, upgrading plumbing system on the old

building including sanitary lines, replacing common area lighting, and |nstaII|ng new fire alarm
system.

" Unitrehabilitation includes:. New kitchen cabinetry and countertops, replacing appliances, replacing

light fixtures, upgrading electrical, installing new toilets, sinks and shower enclosures, replacing
resilient flooring, replacing some unit and interior doors, and painting the units.

Affordability Requirements:

The low income housing tax credit (“LIHTC") regulatory agreement will require that all of the dwelling
units in the property assisted by LIHTC remain occupied by households with incomes at or below
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Mortgage Feasibility/Commitment Staff Report
Ferguson Apartments, MSHDA No. 1440-2

City of Grand Rapids, Kent County

July 25, 2019

60% of the Multifamily Tax Subsidy Project (‘MTSP”") area median income (“AMI”), with the
exception of when the income averaging test is met. The number of restricted units is controlled by
the number of eligible households in place at closing, estimated to be 100% of the unlts
Protectlons for Existing Residents: ,

The preservation and renovation of the Development will not resultin a rent increase for the eX|st|ng
tenants. : . .

~ Site Selection:

The site, located in the City of Grand Rapids Heartside Neighborhood, is near many amenities,
public transit, and services. The site meets the Authority’s Site Selection Criteria.

Market Evaluation:

Marketlng finds the development will be successful with the RAD Program conversion to a 20-year
PBRA contract

. Valuation of the Property: i

An appraisal will be provided prior to initial clesing. See Special Condition No. 6.
CONDITIONS:

At or prior to (i) issuance of the Authority's mortgage loan commitment (‘Mortgage Loan
Commitment”), (i) the initial Mortgage Loan Closing (the “Initial Closing”), or (iii) such other date as - -
may be specified herein, the new Mortgagor, the existing Mortgagor (Ferguson-Heartside Limited
Dividend Housing Association Limited Partnership, the “Seller”) and other members of the
Development team, where appropriate, must satisfy each of the following conditions by entering into
a written agreement or-providing documentation acceptable to the Authority: '

Standard Conditions: -

1. Limitation for Return on Equity:

For each year of the Development's operation, beginning in the year in which the Mortgage
Cut-Off Date occurs, payments are limited to twelve percent (12%) of the Mortgagor's equity.
For purposes of distributions, the Mortgagor's equity will be the sum of (i) the LIHTC equity;
(i) the brownfield tax credit equity; (iii) the historic tax credit equity; (iv) general partner
capital contributions; and (v) any interest earned on an equity escrow held by the Authority
(estimated to be a total of $14,611,746). All such payments shall be referred to as "Limited
Dividend Payments.” The Mortgagor's return shall be fully cumulative. Limited Dividend
Payments shall be capped at 12% per annum, until the HTF Loan and the MHCDF Loan
have been repaid. Thereafter, Limited D|V|dend Payments may increase 1% per annum until

a cap-of 25% per annum is reached.

2. Income Limits:

The income limitations for one hundred nineteen (119) units of this proposal are as follows:
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Mortgage Feasibility/Commitment Staff Report

Ferguson Apartments, MSHDA No. 1440-2
City of Grand Rapids, Kent County -

July 25, 2019

. Thirty-eight (38) units héve been designated as Housing Trust Fund (‘HTF’) units
and during the Period of Affordability required under the HTF program (15 years)

must be available for occupancy by households whose incomes do not exceed 30% -

of the HOME published area median income, adjusted for family size as determlned
by HUD.

. One hundred (100) units (100 studio units) must be occupied or available for
occupancy by households whose incomes do not exceed the income limits in the
Housing Assistance Payments Contract (the “HAP Contract”) for so long as the HAP
Contract between the Mortgagor and the Authority is in effect (including extensions
and renewals), or for such longer period as determined by HUD.

Eighteen (18) units (18 studio units) must be available for occupancy by households
whose incomes do not exceed up to 40% of area median income based upon the
Multifamily Tax Subsidy Project (“MTSP”) limits, adjusted for family size as
determined by HUD, until latest of (i) the expiration of the LIHTC “Extended Use
Period” as defined in the Development's LIHTC Regulatory Agreement; (ii) 50 years
from Initial Closing; or (i) so long as any Authority loan remains outstanding.

Eighty-three (83) units (83 studio units) must be available for occupancy by

households whose incomes do not exceed up to 60% of area median income based
upon the MTSP limits, adjusted for family size as determined by HUD, until latest of

(i) the expiration of the LIHTC “Extended Use Period” as deflned in the
. Development’s LIHTC Regulatory Agreement; (ii) 50 years from Initial Closmg or (iif)

so long as any Authority loan remains outstanding.

Eighteen (18) of the units (15 studio apartments and 3 one-bedroom apartments)
must be available for occupancy by households whose incomes do not exceed up to
- 80% of AMI to achieve and maintain the average AMI level of the affordable units in
~ the project at 80% AMI or less based upon the MTSP limits, adjusted for family size
as determined by HUD, with the exception of when the income averaging test is met,
until the latest of (i) the expiration of the LIHTC “Extended Use Period” as defined in
the Development's LIHTC Regulatory Agreement; (ii) 50 years from Initial Closmg or
(iii) so long as any Authority loan remains outstanding.

To the extent units within the Development are subject to multiple sets of income limits, the

most restrictive income limit will apply so long as the appllcable term of affordablllty
continues.

The income of individuals and area median income shall be determined by the Secretary of
the Treasury in a manner consistent with determinations of lower income families and area
median income under Section 8 of the U. S Housing Act of 1937, including adjustments for
family size. !

. Limitations on Rentall Rates:

The Total Housing Expense (contract rent plus tehant-paid utilities) for one hundred
nineteen (119) units is subject to the following limitations:
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Mortgage Feasibility/Commitment Staff Report -
Ferguson Apartments, MSHDA No. 1440-2

City of Grand Rapids, Kent County- .

July 25, 2019

a. During the Period of Affordability required under the HTF program (15 years), the
Total Housing Expense for the thirty-eight HTF units may not exceed the HTF Rent
Limit for the unit established and published annually by HUD.

b. So long as the HAP Contract remains in effect, the Mortgagor agrees to establish
and maintain rents for all one hundred (100) HAP-assisted units (100 studio units)
("Contract Rents") that comply with the rent levels established by the HAP Contract
and that do not exceed the rent levels approved by HUD.

c. The Total Housing Expense for eighteen (18) units (18 studio units), may not exceed
one-twelfth (1/12%) of 30% of the MTSP 40% of area median income adjusted for
family size and based upon an imputed occupancy of one and one-half persons per.
bedroom. This restriction will apply until the latest of (i) the end of the Extended Use
Period, (ii) 50 years after Initial Closing; or (iii} so long as any Authonty loan remains
outstandlng :

d. The Total Housing Expense for eighty-three (83) units (83 studio units), may not
exceed one-twelfth (1/12t) of 30% of the MTSP 60% of area median income
adjusted for family size and based upon an imputed occupancy of one and one-half
persons per bedroom. This restriction will apply until the latest of (i) the'end of the
Extended Use Period, (ii) 50 years after Initial Closing; or (iii) so long as any
‘Authority loan remains outstanding.

e. The Total Housing Expense for eighteen.(18) restricted units (18 studio units), may
~ not exceed up to one-twelfth (1/12t") of 30% of the MTSP 80% income limit as long
‘as the average AMI level of the affordable units in the project is 60% AMI or less,
adjusted for family size and based upon an imputed occupancy of one and one-half
persons per bedroom. This restriction will apply until the latest of (i) the end of the

Extended Use Period, (ii) 50 years after Initial-Closing; or (jii) so long as any

Authority loan remains outstanding.

To.the extent units within the Development are subject to multiple Sets of rent Iimits, the
most restrictive rent limit will apply so long as the applicable term of affordability continues. .

While rental increases for these units may be permitted from time to time as HUD publishes
updated median income limits, the Mortgagor must further agree that rental increases for
targeted units that do not receive assistance under the HAP Contract will be limited to not
more than 5% for any resident household during any 12-month period.

Exceptions to this limitation may be granted by the Authority's Director of Asset Management
for extraordinary increases in project operating expenses (exclusive of limited dividend
payments) to enable the owner to amortize a Mortgage Loan increase to fund cost overruns
pursuant to the Authority’s policy on Mortgage Loan increases. Rents on vacated units may
be increased to the maximum level permissible by the applicable programs. Rents and utility
allowances must be approved annually.

4. Restriction on Prepayment and Subsequent Use:
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Mortgage Feasibility/Commitment Staff Report
Ferguson Apartments, MSHDA No. 1440-2

City of Grand Rapids, Kent County

July 25, 2019

The Mortgage Loan is eligible for prepayment after the explratlon of fifteen (1 5) years after
the commencement of amortization. The Mortgagor must provide the Authority with at least
60 days' written notice prior to any such prepayment. .
. In the event of a prepayment, however, the Mortgagor must pay a prepayment fee equal to
the sum of: ‘

a. 1% of the balance being prepald

b. Any bond call premium, prepayment or swap penalty, or any other cost that the
Authority incurs to prepay the bonds or notes that were used to fund the Mortgage
Loan; and

c. Anyloss of debt service spread between the Mortgage Loan and the bonds used to
finance the loan from the date of the prepayment through the end of the 20" year of
amortlzatron _ :

Once the Mortgagor has been approved for the early prepayment of the underlying loan, it
must sign an agreement with the Authority stating it is responsible for the cost of terminating -
the swap. The Mortgagor can then choose the timing of the termination and participate in
. the transaction with the swap counterparty. The swap counterparty will quote the cost of
terminating the swap and the Mortgagor will have the ability to execute the transaction or
cancel atits sole discretion. If the Mortgagor chooses not to terminate the swap, it will forfeit .
the right to prepay the Mortgage Loan. '

Subordinate loans are eligible to prepay at any time upon 60 days prior written notice to the
Authority, but prepayment may not extinguish federaI affordability and compllance
requirements.

. Operating Assurance Reserve:

At Initial Closing, the Mortgagor shall fund an operating assurance reserve ("OAR") in the
“amount equal to 4 months’ of estimated Development operating expenses (estimated to be
$370,422). The OAR will be used to fund operating shortfalls incurred at the Development
and will be disbursed by the Authority in accordance with the Authority's written policy on the
- use of the Operating Assurance Reserve, as amended from time to time. The OAR must be
either (i) fully funded with cash, or (ii) funded with a combination of cash and an irrevocable,
unconditional letter of credit acceptable to the Authority, in an amount that may not exceed
50% of the OAR requirement. To the extent that any portion of the OAR is drawn for use

prior to the final closing of the Mortgage Loan, the Mortgagor must restore the OAR to its . ,.

original balance at final closing.

. Reglacement Reserve:

At Initial Closing, the Mortgagor must establish a replacement reserve fund (“Replacement
Reserve”) with an initial deposit in an amount of $3,162 per unit. The Mortgagor must agree
to make annual deposits to the Replacement Reserve, beginning on the Mortgage Cut-Off
Date, at a minimum of $300 per unit for the first year of operation, payable in monthly
installments, with deposits in subsequent years to be the greater of (i) the prior year's:
deposit, increased by 3%, or (ii) a percentage of the Development's projected annual rental
income or gross rent potential (‘GRP”) for the year using the percentage obtained by dividing
the first year's deposit by the first year's GRP shown on the operating proforma for the
Development attached hereto. The annual deposit to the Replacement Reserve may also
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be inereased to any higher amount that is determined to be necessary by the Authority,
based on a CNA and the Authority’'s Replacement Reserve policies. The Authority may

- update any CNA or obtain a new CNA every five years or upon any frequency, as .

determlned necessary by the Authority.

. One Month S Gross Rent Potential:

At Initial Closing, the Mortgagor shall deposit an amount equal to one- month s gross rent

~ potential ($90,795) into the Development’s operating account.

10.

Authority Subordinate Loans:

At Initial Closing, the Mortgagor must enter into written agreements relating to the HTF Loan

and the MHCDF Loan. The HTF Loan and the MHCDF Loan will each be secured by a
subordinate mortgage. The MHCDF Loan will bear simple interest at 1% with a 50-year

- term, and the HTF Loan' will bear simple interest at 1% with a 50-year term. No loan

payments will be required on either the HTF Loan or the MHCDF Loan until the earlier of (a)
the year in which the sum of all annual surplus funds available for distribution equals or

exceeds the amount of the deferred developer fee, or (b) the 13" year following the

commencement of amortization of the Mortgage Loan Interest will continue to accrue on

- each loan until paid in full.

At the earlier of (a) the year in which the sum of all annual surplus funds available for

" distribution equals or exceeds the amount of the deferred developer fee or (b) the 13" year

following the date that Mortgage Loan amortization commences, repayment ofthe HTF Loan .
and the MHCDF Loan will commence according to the following:

e Solong as both of the Mortgage Loan and the HTF Loan remain outstanding, then in
_in lieu of repayment of the HTF Loan, payments of not less than-fifty percent (50%)
of any surplus cash available for distribution (“Surplus Funds”) shall be deposited
into an HTF Subsidy Reserve and will be.used to repay the HTF Loan periodically, if
the amount of funds accumulated in the reserve warrant it, or at the end of the loan
term, or otherwise used to assist the development if needed. If reserve funds are
used toward loan repayment, they shall be applied first to accrued interest, then to
current interest and principal, and no payments will be reqUIred onthe MHCDF Loan.

o [fthe HTF Loan is repaid in full while the Mortgage Loan remains outstanding, then
- upon repayment of the HTF Loan, repayment of the MHCDF Loan will.commence

. and be made from fifty percent (50%) of Surplus Funds, applied first to accrued
' interest, then to current interest and principal.. - '

e Upon payment in full of the Mortgage Loan, if both the HTF Loan and the MHCDF
Loan remain outstanding, then the outstanding balance of the HTF Loan, including
accrued interest, will become the new first mortgage loan and will begin amortization
with monthly payments equal to the payments made under the original Mortgage
Loan. Atthis time, payments on the MHCDF Loan will commence and be made from
fifty percent (60%) of Surplus Funds, applied first to accrued interest, then to current
interest and principal. '
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o Upon payment in full of both the Mortgage Loan and the HTF Loan, the outstanding -
balance of the MHCDF Loan, including accrued interest, will become the new first

mortgage loan and will begin -amortization with monthly payments equal to the

payments made under the original Mortgage Loan. -

e The entire principal balance and any accrued interest of-the HTF Loan and the
MHCDF Loan will be due and payable after 50 years.

Notwithstanding the foregoing, in the event of any sale or refinance of the Development, the
HTF Loan and the MHCDF Loan will be due and payable at that time.

Flnal project completion reporting is requ1red within 30 months of the MHCDF Loan award.

There is no prohibition oh prepayment of the HTF Loan or the MHCDF Loan. The Mortgagor

shall provide 60 days prior written notice in the event of prepayment.

- Architectural Plans and Specifications; Contractor’s Qualification Statement:

Prior to Mortgage Loan Commitment, the architect must submit architectural drawings and -

specifications that address all design review comments, acceptable to the Authority’s Chief
Architect and the Director of Development.

Prior to Mortgage Loan Commitment, the general contractor must submlt AIA Document
A305 as required by the Authority’s Chief Architect. :

OwnerIArchltect Agreement:

Prior to Mortgage Loan-Commitment, the Mortgagor must provide the Authority with an

executed Owner Architect Agreement acceptable in form and substance to the Director of
Legal Affairs.

Trade Payment Breakdown:

Prior to Mortgage Loan Commltment the general contractor must submit a SIQned Trade
Payment Breakdown acceptable to the Authority’s Manager of Construction Costing.

Section 3 Requirements:

Prior to Mortgage Loan Commitment, the general contractor must agree to comply with all

federal Section 3 hiring requirements. The general contractor must provide the contractor's
“Section 3 Hiring Plan” which must be reviewed and found acceptable to the Authority’s

Section 3 Compliance Officer. In addition, the general contractor must agree to adhere to

follow-up reporting requirements as established by the Authority.

Egual ngortunig and Fair Housing:
Prior to Mortgage Loan Commitment, the management and marketing agent's Affirmative

Fair Housing Marketing Plan must be reviewed and found acceptable to the Authority’s
Equal Employment Officer for Fair Housing Requirements.
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In addition, prior to Mortgage Loan Commitment, the general contractor's Equal Employment
Opportunity Plan must be reviewed and found acceptable to the Authority's Equal
Employment Officer.

Cost Certification:

The contractor’s cost certification must be submitted within 90 days following the completion
of construction, and the Mortgagor's cost certification must be submitted within 90 days
following the Mortgage Cut-off Date. For LIHTC, the owner is obligated to submit cost
certifications applicable to itself and the contractor prior to issuance of IRS form 8609 (see
LIHTC Program Cost Certification Guidelines).

Enwronmental Review and Indemmflcatlon

* Prior to Mortgage Loan Commitment, the Mortgagor must address any outstanding

18.

19.

environmental issues, in form and substance acceptable to the Authority’s Environmental
Review Officer.

At Initial Closing, the Mortgagbr must enter an agreement to indemnify the Authority for any

loss, damage, liability, claim, or expense which it incurs as a result of any violation of
environmental laws. The indemnification agreement must be acceptable to the Director of

: Legal Affairs.

Title Insurance Commitment and Survey:

Prior to Mortgage Loan Commitment, the Mortgagor must provide an updated title insurance
commitment, including zoning, pending disbursements, comprehensive, survey and such
other endorsements as deemed necessary by the Authority’s Director of Legal Affairs. The
updated title commitment must contain only exceptions to the i insurance acceptable to the
Authorlty s Director of Legal Affairs.

Additionally, pnor to Mortgage Loan Commitment, the Mortgagor must provide an ALTA
survey certified to the 2016 minimum standards, together with surveyor’s certificate of facts
that is certified and appropriately reflects all easements, rights of way, and other issues

noted on the title insurance commitment. All documents must be acceptable to the Director =

of Legal Affairs.

Organizational Documents/Equity Pay-In Schedule:

Prior to Mortgage Loan Commitment, the Mortgagor must submit a substantially final form
syndication operating agreement, including an equity pay-in schedule, that is acceptable in
form and substance to the Director of Development and Director of Legal Affairs.

At or prior to Initial Closing, the final, executed syndication operating agreement must

become effective and the initial installment of equity must be paid in an amount. approved by -
the Director of Development. '
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20. Designation of Authority Funds:

The Authority reserves the express nght in its sole discretion, to substitute alternate:
subordlnate funding sources.

21. Management & I\!_Iarketmg: -

Prior to Mortgage Loan Commitment, the management and marketing agent must submit the
following documents, which must be found acceptable to the Director of Asset Management:

a. Ména’gementAgreement.
b. Marketing/Construction Transition Plan

. 22. Guaranties: .

At Initial Closing, the Sponsor, Managing Member, and any entity receiving a developer fee
in connection- with the Development must deliver certain guaranties. The required
guaranties include a guaranty of HTF recapture liability, an operating deficit guaranty and a
performance completion guaranty. The required’ guaranties, the terms thereof and the
parties who shall be required to deliver the guaranty must be determined and approved by

. the Authority’s Director of Development.

23. Financial Statements:

Prior to Mortgage Loan Corﬁmitment financial statements for the Sponsor, the guarantor(s)
and the general contractor must be reviewed and found acceptable by the Authority’s Chlef
FlnanCIaI Officer.

If pnorto Initial Closing the financial statements that were approved by the Authority become
more than six months old, the Sponsor, the guarantor(s) and/or the general contractor must
provide the Authority with updated financial statements meeting Authority requirements upon
request.

24. Future Contributions:
To ensure the ‘Authority is contributing the least amount of funding necessary to achieve . -
project feasibility, any decrease in Development costs or future contributions not included in
the Development proforma may, at the Authority’s discretion, be utilized to reduce, in equal
proportions, any deferred developer fee and Authority soft funds.

25 Seller Resgo:nsibilities & Surg. lus Cash/Cumulative Limited Dividend Payment Waiver:

Seller is responsible for all Development payables due up to the date that Seller's loan is
repaid, and ownership of the Development is transferred to Buyer (the "Closing Date").
Seller must settle its accounts payable on or before the Closing Date and reconcile those
amounts in a manner acceptable to the Authority's Director of Asset Management. Within
thirty (30) days after the Closing Date, Seller must submit copies of records and other .
documents as required by the Authority's Asset Management Division to account for any =
surplus cash that the Seller may be holding and must remit that cash to the Authority.
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A'Sellef waives any and all rights to any limited dividend payments, unpaid or accrued,

cumulative or noncumulative, to which it may have been entitled for the time prior to and
including the Closing Date. :

Transfer and ‘Ownership 6f Development Reserves:

At Initial Closirg, the Development’s existing tax and insurance escrows will be transferred:
to the account of the Mortgagor. In addition, the Mortgagor must enter into an agreement
confirming the Authority’s ultimate ownership of excess cash reserves, escrows, and
accounts as may exist at the time the Authority’s mortgage loans are paid off or the
Development is sold or refinanced. However, the Authority’s claim to these funds shall be
subject to any lawful claim to such funds by HUD. This agreement must be acceptable to
the Authority’s Dlrector of Legal Affairs. .

PBRA Regisired Approvals - HUD and MSHDA:

This transaction is subject to certain HUD approvals including, but not limited to 1)

- assignment of the HAP Contract and 2) previous participation approval (HUD Form 2530) for

the Mortgagor, its partners, and property management agent. Prior to the Initial Closing, the
HUD approvals must be obtained and must be consistent with the loan structure and intent -
of the transaction as described in this report. The approvals by HUD are subject to review
and concurrence by the Authority’s Director of Legal Affairs. The Mortgagor must enter into

' all agreements as may be required by HUD ‘and to abide by all terms, conditions, and
* requirements of the PBRA Program and all other Authority rules, guidelines, and procedures

28.

29.

30.

_required under the Mortgage Loan Regulatory Agreement.

HUD Subsidy Layering Review:

Prior to Initial C'losihg, the subsidy layering review must be performed by Authority staff and

‘must be submitted to HUD for approval. The subsidy layering approval is subject to review

and approval by the Authority’s Director of Development.

Agplicaﬁon for Disbursement:

Prior to Initial Closing, the Mortgagor must submit an “Application for Disbursement” along -
with supporting documentation, which must be found acceptable to the Authority’s Dlrector
of Development

Uniform Relocation Act Compliance:

If the Development is occupied at Initial Closing and any occupants of the Development will
be displaced and/or relocated as a result of the rehabilitation of the Development, then the
Mortgagor and/or the Sponsor shall ensure compliance with all requirements of the Uniform
Relocation Act and implementing regulations as set forth in 24 CFR Part 42 and 49 CFR
Part 24, as well as 24 CFR §570.606 and the Housing Trust Fund Interim Rule, 24 CFR
§93.352. Such compliance shall be at the Mortgagor's or Sponsor's sole cost and expense.
Prior to Final Closing, the Mortgagor must submit documentation that it has complied with
all requirements of the Uniform Relocation Act and the Housing Trust Fund Interim Program
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Rule. Thls documentation must be found acceptable by the Authority’s Director of
Development. :

S'peéial Conditions:

1.

Legal Requirements:

' Th'e‘ Mortgagor and/or Sponsor must submit documentation acceptable to the Authority’s
- Director of Legal Affairs for the items listed below: S

e Prior to Initial Closing, the Michigan Attorney General's Office must complete its " -
review of the transaction and provide the Director of Legal Affalrs its
recommendation.

e Any other documentation as required by the Director of Legal Affairs, mcIudmg
acceptable evidence of insurance, permits, licenses, zoning approvals, utility
availability, payment and performance bonds and other closing requirements. .

Historic Preservation Review:

Prior to Initial Closing, State Historic Preservation Office review for compliance with the

National Historic Preservation Act and/or confirmation of compliance with the Michigan Local
Historic Districts Act may be required based on the source of funding, age of the existing

building(s), location in a locally designated historic district or if the bU|Id|ng(s) are otherwise

eligible for listing in the National Register of HlStOI‘IC Places. .

Federal Historic Tax Credits:

Prior to Mortgage Loan Commitment, the Mortgagor must submit evidence of fulfillment of aI'l'

conditions to the Historic Preservation Certification Application — Part 2 as described in the

conditional approval letter dated June 11, 2019 from the United States Department of
Interior. Upon construction completion, the Mortgagor must submit Part lif approval from the
United States Department of Interior. These documents must be acceptable in form and
substance to the Authority’s Director of Legal Affairs.

. Conversion to Condominium_:

At or prior to Initial Closing, the real estate upon which the Development is located is to be
converted into separate condominium units with the residential and commercial space in
individual units. -

Prior to Mortgage Loan Commitment, the final condominium documents must be reviewed
and found acceptable in form and substance to the Authority’s Director of Legal Affairs and
include provisions allocating the responsibilities for repairs, maintenance, and operating.
costs between unit owners and granting the Authority the right to approve owners/tenants
and use of the commercial unit. The Mortgagor must agree that proceeds from any Authority. -
mortgage loans may be used only for housing related lmprovements to the building and

facilities.
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5. Commercial Space Acceptable Use:

Prior to Initial Closing, the Mortgagor must agree in writing to acknowledge that proposed

commercial uses will be subject to approval of the Authority and will be compatlble with the -

primary residential function of the building offering “basic domestic needs:” The agreement
"must be acceptable in form and substance to the Authority’s Director of Legal Affairs.

‘6. Appraisal:
Prior to Initial Closing the sponsor must provide an appraisal acceptable to the Authority’s

. Director of Development. Ifthe appralsal is less than the purchase prlce the purchase price
wnll be adjusted.

. DEVELOPMENT TEAM AND SITE INFORMATION

L. MORTGAGOR: Ferguson Apartments Limited Dividend Housing Association LLC _

I.  GUARANTOR(S): | N
A Guarantor #1:

- Name: ‘Dwelling Place of Grand Rabids NPHC

Address: : 101 Sheldon Bivd. SE, Suite 2
- ‘ Grand Rapids, Ml 49503

Il DEVELOPMENT TEAM ANALYSIS: A

A. ' Sgdnsor:
Name: Dwelling Place of Grand Rapids
Addr_ess: 101 Sheldon Blvd., Suite 2

Grand Rapids, Ml 49503
Individuals Assigned: Dennis Sturtevant

Telephone: 616-454-0928
.Fax: 616-454-5249

E-mail: . - dsturtevant@dwellingplacegr.org

1. Experience: The Sponsor has experience workmg on Authonty-fmanced
' developments. . ‘

2. " Interest in the Mortgagor and Members: New Ferguson» LLC 0.01%
: - TBD 99.99% - '
B. Architect:

"Name: ' Hooker Dedong
Address: 316 Morris Avenue, Studio Suite 140
- Muskegon, Ml 49440
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Individual Assigned: = Dave Steinhauer

‘Telephone: 231-220-2379
Fax: 231-722-2589
E-Mail: DaveSt@hdijinc.com

1. Experience: Architect has previous experience with Authority-financed
developments.

2. Architect's License: License number 1301054106, exp. 10/31/2020.

Attorney:
Name: . Orlebeke Mackraz PC ,
Address: _ 80 Ottawa Avenue NW, Suite 400 \

Grand Rapids, Ml 49503

Individual Assigned:' Timothy Orlebeke

Telephone: 616-233-4184
Fax: 616-484-0441
~ E-Mail: orlebeke@kolaw.com

1. Experience: This firm has experience in closing Authority-financed
developments.

Builder:
Name: Pioneer Construction
Address: 550 Kirtland Street NW

Grand Rapids, Ml 49507

Individual Assigned: = Paul Bergsma

Telephone: 616-389-8752

Fax: 616-247-0186

E-mail: pbergsma@pioneerinc.com

1. Experience: - The firm has previous experience in constructing Authority- .

financed developments.

2. State Licensing Board Registration: License number 2102080528, with
an expiration date of 05/31/2020, Timothy Ryan Showalter, Qualifying
Officer.
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E. Management and Marketing Agent:
Name: Dwelling Place of Grand Rapids NPHC
Address: 101 Sheldon Blvd. SE, Suite 2
: Grand Rapids, Ml 49503
Individual Assigned:  Kim Cross
Telephone: . 616-454-0928-
Fax: 616-454-5249
E-mail: _ krheross@dwellingplacegr.or
| 1. Experience: This firm has significant experience managihg Authority-
~ financed developments.
F. pevelopment Team Recdmmendation: The development team is accepfable.
SITE DATA:
A. Land Control/Purchase Price: ‘

: An Option Agreement and First Amendment to Option Agreement by Ferguson-
Heartside Limited Dividend Housing Association Limited Partnership (“Seller”) and
Ferguson Apartments Limited Dividend Housing Association LLC (“Buyer”) for
$4,637,412.73 with an expiration date of August 31, 2019.

B. Site Location: ’ '
The property is located at 72 Sheldon Boulevard SE, C|ty of Grand Rapids, Kent
County
C. Size of Site:
.66 acres.
D. Density:
Density is appropriate for its use.
E. Physical Description:
1. Present Use: Multi-family residential with commercial
2. Existing Structures: One six-story building.
3. Relocétion Requirements: Temporary for approximately forty (40) tenants.
F. Zoning:

Site is zoned Traditional Neighborhood-City Center (TN- CC) and current use is
conforming under the zoning ordinance.
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G.  Contiguous Land Use:
1. North: Parking
2. South: Church
3. East: . Commercial and Multi-family Residential
4. West | Commércial
H. Tax Information:

A 3% PILOT from the City of Grand Rapids has been approved.

I Ut|||t|es Electric : Consumers Energy

-Gas: ‘ DTE Energy
Water & Sewer:  City of Grand Rapids

J. Community Facilities:

1.
2.

- Shopping:

Numerous retail businesses surround the site.
Recreation:

' The Children’s Museum of Grand Rapids, the Grand Rapids Art 'Museum, the

Grand Rapids African American Museum, the Van Andel Arena, and parks
are in close proximity to the site, and most of those are a few blocks away. .
Public Transportation: ‘
The City of Grand Rapids bus service, The Rapid, runs along Division
Avenue which is 1 block west of the site. :

. Road Systems

US 131 is less than 1 mile to the west and 1696/196 is less than 2 miles to the
north.
Medical Services and other Nearby Amenltles

Heart of the City Health Center, operated by Cherry Health, is less than 1

block from the site. Spectrum Health has a clinic across the street. Grand
Valley State University Family Health Center is located at the site and is
currently the commercial tenant in the building. Mercy Health Saint Mary S
hospital is less than 2 blocks southeast of the site. Multiple medlcal serwces

.are available within 1 %2 miles from the site.

Description of Surrounding Neighborhood:

Just south of the downtown core, the neighborhood is mixed-use W|th,

commercial and multi-family residential.

Local Community Expenditures Apparent:

Roads and new building permits.

Indication of Local Support:

The City of Grand Rapids has approved a 3% PILOT.

V. ENVIRONMENTAL FACTORS:

A Phase | Environmental Site Assessment was submitted to the Authority (see Standard
.Condition No. 17). '
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DESIGN AND COSTING STATUS:

Architectural plans and specifications consistent with the scope of work have been reviewed -
by the Chief Architect. A response to all design review comments and the submission of
corrected and final plans and specifications must be made prior to initial closing.

This proposal will satisfy the State of Michigan barrier-free requirements, the Authority’s -
policy regarding accessibility and non-discrimination for the disabled, the Fair. Housing -
Amendments Act of 1988, and the HOME requirements for barrier-free vision and hearing
designed units. Construction documents must be acceptable to the Authontys .Chief .

- Architect.

MARKET SUMMARY:

- The Market study has been reviewed by the Authority’s Chief Market Analyst and found to be
_acceptable. The Authority’s Chief Market Analyst has reviewed and approved the unit mix, _

rentaI structure, and unit amenities.

EQUAL OPPORTUNITY AND FAIR HOUSING:

The contractor's Equal Employment Opportunity Plan is currently being reviewed aﬁd must
be approved by the Authority’s Equal Employment Opportunity Officer prior to initial closing.
The management and marketlng agents Affirmative Fair Housmg Marketing Plan has been

. approved. -

' MANAGEMENT AND MARKETING:

The management/marketing agent has submitted application level managément énd
marketing information, to be approved prior to initial closing by the Authority’s Director of
Asset Management.

FINANCIAL STATEMENTS: -

The sponsor's/guarantor’s and the builder’s financial statements have been submitted and
are to be approved prior to initial closing by the Authority’s Director of Rental Development.

DEVELOPMENT SCHEDULING:
A. Mortgage Loan Commitment: : July'2019

-~ B. Initial Closing and Disbursement: August 2019
C. Construction'Completion: December 2020
D. Cut-Off Date: - ‘ December 2020
ATTACHMENTS:

A D'e\'/eAIopment Proforma
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APPROVALS:

Y% 2 /1/9.
Andrew Martin : ' /Date/
Director of Development .

' qar,énc%sm/ %,,f?}f’
" Director Eeg%?/ airs

. Jgﬁ M 71819

Gary Heide! | . — Date |
Acting Executive Director :

5705
( ’pate
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: . ... KentCounty .« . (Efective April 3,2018)
1 Person 2 Person 3 Person 4 Person 5 Person 8 Person

Develop Ferg 1 Ap its . . .Income Limits for ., -
Financing Taxable
MSHDA No. 1440-2° v
Step Commitment 5 P 30% of area median 14,700 18,800 18,800 20,970 22,850 24,330] -
Date 07/25/2019 Instructions 40% of area median 19,800 22,400, 25200 - 27,960 30,200 32,440
Type Presetvation - Subsidized oL 50% of area median 24,500 28,000 31,500 34,950 37,750 40,550]°
' : - = - 60% of area median 29,400 33,600 37,800 41,340 45,300 48,660

Rental Income o
urent . . Max_ -
"Total . Section 8 TC Units ‘Allowed . Differential 3 Contract
3 . . Contract Housing Contract % of Gross, % of Total Gross % of Total Square Housing  Rent Limited, ;Under/ Differential Effective. RentSq.
_lm No. of Units - Unit Type Bedrooms Baths NetSq. Ft. Rent Utlities Expense  Gross Rent Rent Rent Units Square Feet Square Feet Feet Unit Type Expense By (over) % AMI% Foot
"1 Area Median Income Units
Tenant AMI Restriction (if different from rent restriction}
MSHDA Project Based Voucher Units Plarining on RAD C I
Occupancy . - . . oL . . .
It 18 0 165888 3° <1 15.2% 15.1% 7,418 15.1% 7.418 490 TCRent ~ (278) -58.73% 62.7% $1.88
165,888 15.2% 15.1% - 7,418 15.1% © 7416 .
)
0 184,320 0 18.9% 18.6% 8,240 16.8% 8,240 735 TC Rent (33) -4.49% 62.7% $1.88
184,320 0 18.9% 18.8% 8,240 18.8% 8,240
0 571,392 0 52.4% 521% 25,544 52.0% 25544 735 TC Rent (33) -4.49% 82.7% $1.88
571,392 1] 52.4% 52.1% 25544 52.0% 25,544
0 735 8,820 0 0.8% . 0.86% 412 08% 412 735 TC Rent [1] 0.00% 80.0% $1.78
o 8,820 0 0.8% 0.8% 412 0.8% 412
A -15 ! Apartment 0 1.0 412 735" 7] 0 735 132,300 0 12.1% 12.6% 8,180 128% 6,160 931 95% of TCRen 196 2105%  60.0% $1.78
B 3 .1 Apartment 1 10 431 745 0 745 26,620 0 2.5% 2.5% 1,293 28% 1,293 998 95% of TCRen 253 25.36% 56.8% $1.73
. 159,120 0 14.8% 15.1% 7.473 15.2% 7,473
Mgrs P B N S IR 0 0 0.0% 0.0% 0 0.0% 0
49,085 49,085
Total Units 119 Gross Rent Potentia ,089, HOME Units SF/Total Units SF 0.0% S ot Re
Average Monthly Rent 763 # HOME Units/i# Total Units 0.0% oﬁ‘f :
Gross Square Footaga 49,085
Utitity Allowances
.Owner-Paid Owner-Paid Owner-Paid Owner:Paid - Owner-Paid -;
- Water/ 1
Annual Non-Rental Income Electricity
Misc. and Interest RN Gl LT Total Income ) Annual Monthly
Laundry Rental Income 1,089,540 90,795
Non-Rental Income 5184 432
Total Project Revenue 1,094,724 91,227

IOTMOOD>




Development Ferguson Aj
Financing Taxable -:
MSHDA No. 1440-2 :::

Type |Preservation

Mortgage Assumptions:

Debt Coverage Ratio

Mortgage Interest Rate . 5  ’
Pay Rate -: :

Mortgage Term

N

Income from Operations -

' __':m;siﬁ;u,crtiqns

.Futuré

Initial
’ Inflation | Beginning Inflation’
Total Development Income Potential Per Unit Total Factor in Year Factor
Annual Rental Income - 9,156 1,089,540 . 20% | 6 .} 20%.
" . Annual Non-Rental Income ¢ 44 5184 |- 1.0% .6 - 2.0%:
. Total Project Revenue 9,189 1,094,724
Total Development Expenses
Future Vacancy
Vacancy Loss 5.00%’ of annual rent potential 458 6L ] 3.0% -
Management Fee ‘_527 per unit per year 527 3.0%: 1) 3.0%
Administration 1,3453': . 3.0% -6 -3.0%
Project-paid Fuel 167;( o 3.0%: -6 3.0% -
" Common Electricity 1,220¢ ' 145, 230 4.0% 6 1 3.0%
Water and Sewer 195{ "23,235 -5.0% -6 7 3.0%
Operating and Maintenance ; ' 8 1. p 3.0% -
Real Estate Taxes . T4 - 5.0% .
Payment in Lieu of Taxes (PILOT) '3,00%] Applied to: All Units - 2134.
- Insurance’ B 259'.;, 4 3.0% !
Replacement Reserve 300 per unit per year 300 b B.0% -
11 STl 3.0%
1 -3.0%
% of
Revenue
Total Expenses 84.62% 7,784 926,311
Base Net Operating Income 1,415 168,413 Override
Part A Mortgage Payment 6.15% 566 67,365 | i
Part A Mortgage 8,361 994,963
Non MSHDA Financing Mort D
Non'MSHDA Financing Ty 0. 70
Base Project Cash Flow (excludes ODR) 9.23% 849 101,048




Development Ferguson Apartmants
Financing Taxable
MSHDA No. 1440-2
Step Commitment
Date 07/25/2019
Type Preservation - Subsidized

& Inciudedin Includedin : - & Incudedin Included in
. | TaxCredit HistoricTC . ) | TaxCredit HistoricTC
TOTAL DEVELOPMENT COSTS : Per Unit Total B3 Basis Basis Per Upit Total ' = Basis Basis
Acquisition Project | Reserves o
Land Opérating Assurance Reserv;:: :0months ;Funded in Cas 3,113 370,422
i Replacement Reserve . - Ré ;

Operating Deficit Reserve
Rent Subsidy Reserve
Syndicator Held Reserve
Rent Lag Escrow

Tax and Insurance Escrows

Subtotal
Construction/Rehabilitation .
Off Site Improvements
On-site Improvements
Landscaping and Imigation

141,286
] 0

g
3
&

Structures 80,335 - ;9,550,850 9,559,850
Community Building and/or Maintenance Facility 0 4] 0 Subtotal
Construction not in Tax Credit basis (i.e.Carports and Commercial Space’ 0 '
General Requirements % of Contract  6.00% 4,898 :100%: 582,919 582,919 3 £
Builder Overhéad % of Contract  2.00% 1,731 100% 205965 205,965 0:
Builder Profit % of Contract  4.41% 3,894 100%f 463,341 463,341 0
Permit i Cert 2,041 & ;100%% 242,827 242,827 (In' o 0
iOther;: ; o 119 ¢ 7 100%, 14,181 14,181 Subtotal 763 90,795 .
Subtotal 94,205 11 210, 369 . !
15% of acquisition and $15,000/unit test: Total Acquisition Costs 38,130 4,637,413
Professlonal Fees . Total Construction Hard Costs 94,205 11,210,369
Design Architect Fees 3,546 421,968 421,968 Total Non-Construction ("Soft") Costs 33,5675 3,995,414
Supervisory Architect Fées 886 100%’ 105,492 105,492

100% 25,000 25,000 Developer Overhead and Fee

+100%. 94,000 94,000 Maximum 1,500,000 12,605 1,500,000
) .. of Acquisition/Project Reserves 5% Mtdbutlon est

-+ of All Other Development Costs o

Engineering/Survey
Cther; . Hist, Ceit,/LEED; etc.

100% 1,500,000 1,500,000

Subtotal

Interim Construction Costs LIHTC Historic

Property & Causatty Insurance 100% 70,000 Basls Basls
Construction Loan Interest 100%. 68,292 Total Development Cost 178,514 21,243,196 19,144,956 15,137,757
Title Work 100% 51,000
Legal Fees (in Tax Credit Basis) 100% 120,000 TOTAL DEVELOPMENT SOURCES % of TDC
Construction Taxes 1Q0% 25,000 MSHDA Permanent Mortgage 4.68% 8,361 994,963 Gap to
Other:; pel et DU 100% 0 Conventional/Other Mortgage 0.00% 0 0 Hard Debt
2,809 334,292 Equity Contribution from Tax Credit Syndication 60.60% 108,186 # of Unlts Ratlo
Permanent Financing MSHDA NSP Funds 0.00% 0. 0.00 543%
Lean Commitment Fee to MSHDA el 2%: 1,075 127,899 MSHDA HOME or Housing Trust Funds 24.29% 43,370 ¢ 38.00
Other:-Addtl Funds needed to pay-off Existing MSHDA HOME Loan (Loz 222 <l 26,420 ! Mortgage Resource Funds 0.00% 0]
Subtotal 1,297 154,319 Other MSHD# MHCDF. Sl e 1.13% 2,008 ;
Other Costs (In Basis) . Local HOME: 0.00% 0
Application Fee | 100%: 2,000 2,000 Income from Operations 0.00% 0
Market Study 34 100%; 4,000 4,000 Other Equity :Historic Tax Credit Equny . 8.18% 14,601 : .25 1,737,670
Environmental Studies . 269 100% 32,035 32,035 Transferred Reservas: 0.10% 176 ., 20,913
Cost Certification 126 100%’ 15,000 Other: GF‘ Capnal Contnbutlon 0.00% 17,000 1008 Deferred
Equipment and Fumishings ' 420 100% 50,000 D Other: SN R 0.00% 0 Dev Fee
Temporary Tenant Relocation 4,809 100% 572,310 572,310 - Deferred Developer Fee 1.01% 1,812 3574, 14.37%
Construction Conungency 9,420 100%, 1,121,037 1,121,037 Total Permanent Sources . ,243,196
d C.N.A 105 100% 12,540 12,540
0 s 100%: 0 0 Sources Equal Uses? Balanced~
Subtotal 15,201 - 1,808,922 Surplus/(Gap) ) 0
Other Costs (NOT In Basis) ' . ' .
Start-up and Organization 420 ° MSHDA Construction Loan 0.00% [ RIS
Tax Credit Fees (based on 2017 QAP) 86,470 Wﬁ} 727 . Construction Loan Rate - 00%; ,
Compliance Monitoring Fee (based on 2017 QAP) 475 Repaid from equity prior to final closing 0
Marketing Expense 0 -
Syndication Legal Fees 0 Eiigible Basls for LIHTC/TCAP Value of LIHTC/TCAP Exlsting Reserve Analysl:
0 Acquisition 3,871,784 Acquisition 126,607 ' DCE Interest. :
: . 0 o Construction 14,694,745 Construction 1,322,527 Insurance:
Subtotal”, 1,622 " 192,995 Acquisition Credit % . .27%(| Total Yr Credit Taxes:
) ’ : : Rehab/New Const Credit % .9.00% Equny Pnce Rep. Reserve;
Summary of Acquisttion Price ’ Asof ... e 12!31/2018 Construction Loan Term Qualified Percentage ORC:
Attributed to Land 892,500 1st Mortgage Balance - HOME 3 Monthg QCT/DDA Basis Boost Developer Fe
Aftributed to Existing Structure: 3,644,913 Subordinate Mortgage(s) .~»"|Construction Contract [16] Historic? Other: :
Other: . 0 Subordinate Mortgage(s) -'|Holding Period (50% Test) -1
Fixed Price to Seller 4,537,413 Subordinate Mortgage(s) -’|Construction Loan Period
- - Initial Owner’s Equity Cal
Premium/(Deficit) vs Existing Debt . (26,420) ) Equity Contribution from Tax Credit Syndication 12,874,076
. Brownfield Equity Y
Appraised Value Value As of. Historic Tax Credit Equity
*Encumbered As-is" value as determined by appraisal: S General Pariner Capital Contributions
Plus 5% of Appraised Value: . 0 Other Equity Sources .. :
LESS Fixed Price to the Seller: . Co 4,537,413 i .
Surplus/(Gap) Gt o Range g 637418 New Owner's Equity 181,738 |




Cash Flow Projections . Development Ferguson Apartments
. ’ Financing Taxable
MSHDA No. 1440-2
Step Commitment
Date 07/25/2019

5§ = g Type Preservation - Subsidized
N
= ‘g g o
E 5 2 2 -3 4 5 8 7 8 9 10
Income : - . :
Annua! Rental Income 20% 6 2.0% 1,080,540 1,111,331 1,133,557 1,156,229 1,179,353 1,202,940 1,226,999 1,251,539 1,276,570 1,302,101
Annual Non-Rental Income 1.0% 6 2.0% 5,164 5,236 5,288 5,341 5,394 5,502 5612 5,725 .5,839 5,956
Total Project Revenue 1,094,724 1,116,567 1,138,846 1,161,570 1,184,748 1,208,443 1,232,611 1,257,264 1,282,409 1,308,057
Expenses .
Vacancy Loss 54477 55567 56678 57,811 58,968 36088 36810 37,546 38297 39,083
Management Fee 3.0% 1 3.0% 62,713 64,594 66,532 68,528 70,584 72,702 74,883 77129 79,443 81,826
Administration 3.0% 6 3.0% 160,044 164,845 169,791 174,884 180,131 185,535 191,101 196,834 202,739 208,621
Project-paid Fuel 30% 6 3.0% 19,865 20,461 21,075 21,707 22,358 23,029 23,720 24,431 25,164 . 25919
Common Electricity 40% 6 3.0% 145,230 151,039 157,081 163,384 169,899 - 174,995 180,245 185,653 191,222 196,959
Water and Sewer 50% 6 3.0% 23,235 24,397 25,617 26,897 28,242 29,090 29,962 30,861 31,787 32,741
Operating and Maintenance 3.0% .1 3.0% . 367,450 378,474 389,628 401,523 413,568 425,975 438,755 451,917 485475 -479,439
Real Estate Taxes 50% 1 50% 0 0 0 0 0 0 0 0 0 0
Payment in Lieu of Taxes (PILOT) . 25,402 25,795 26,193 26,593 26,997 28,192 28,688 29,191 29,703 30,223
Insurance 30% 1-3.0% 30,862 31,788 32,741 33,724 34,735 35,778 38,851 37,956 39,095 "40,288
Replacement Reserve 30% 1 3.0% 35,700 36,771 37,874 39,010 40,181 41,388 42,628 43,908 45,224 48,580
Other: Cable 3.0% 1 3.0% 1,333 1,373 1414 - 1,457 1,500 © 1,545 1,692 1,639 1,689 1,739
Other: * . 30% 1 3.0% 0 | 0 0 0 - 0 0 0 0 0 0
. Subtotal: Operating Expenses 926,311 955,105 984,824 1,015499 1,047,163 1,054,315 1,085233 1,117,065 1,149,838 1,183,578
Debt Service
Debt Service Part A 67,365 87,365 67,385 67,365 67,365 67,365 67,365 - 67,365 67,365 67,365
Debt Service Conventional/Other Financing [} 0 0 0 [} [} [} 0 0 [}
Total Expenses 993,676 1,022,470 1,052,189 1,082,864 1,114,528 1,121,680 1,152,599 1,184,431 1,217,203 1,250,944
Cash Flow/(Deficit) , 101,048 94,097 86,657 78,705 70,219 86,762 80,013 72,833 65,206 57,114
Cash Flow Per Unit 849 791 728 661 590 729 672 612 548 480
Debt Coverage Ratio on Part A Loan 2.50 240 2.29 217 2.04 229 219 2.08 1.97 1.85
Debt Coverage Ratio on C ional/Other F N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Interest Rate on Reserves [ 3% ] Average Cash Flow as % of Net Income
735,541
Operating Deficit Reserve (ODR) A Y
[ d Debt C ge Ratio (Hard Debf) [1.00]
Maintained Operating Reserve (NoHardDebt) [ ™ | Initial Deposit | -
Initial Balance 78,393 78,393 80,745 83,167 85,662 88,232 90,879 93,606 96,414 99,306 102,285
Total Annua! Draw to achieve 1.0 DCR [} 0 0 0 0 0 0 0 0 0
Total Annual Deposit to achieve Maintained DCR (0} 0 0 0 [} 0 0 0 0 0
Total 1.0 DCR and Maintained DCR 0 0 0 o o o o o 0 0
Interest 2,352 2,422 2,495 2,570 2,647 2,726 2,808 2,892 2,979 3,069
Ending Balance at Maintained DCR 80,745 83,187 85,662 68,232 90,879 93,808 96,414 99,308 102,285 105,354
Maintained Cash Flow Per Unit 849 791 - 728 661 590 729 872 612 548 480
Maintained Debt Coverage Ratio on Part A Loan 2.50 2.40 229 217 2.04 229 219 2,08 1.97 1.85
Maintained Debt C: ge Ratio on Ci ional/Other N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Standard ODR 1]
Non-standard ODR [ 78393 |
Operating A Reserve Analysis 331,225
Required in Year: ﬁf c1d Initital Deposit .
Initial Balance 331,225 331,225 341,162 351,397 361,939 372,797 383,981 395,500 407,365 419,588 432,174
Interest Income 9,937 10,235 10,542 10,858 11,184 11,519 11,865 12,221 12,588 12,965
Ending Balance - 341,162 351,397 361,939 372,797 383,981 395,500 407,385 419,586 432,174 445,139
Deferred Developer Fee Analysis
Initial Balance 215,574 114,526 20,429 0 0 0 0 o o o
Dev Fee Paid 215574 101,048 94,097 20,429 0 0 0 [} 0 0 0
Ending Batance Repaidinyt 0 114,526 20,429 0 0 0 0 0 0 0 0
Mortgage Resource Fund Loan
- [Interest Rate on Subordinate Financing [3%] Initial Balance
Principal Amount of all MSHDA Soft Funds 0 o 1] 0 0 o o o 0 1] 1]
Current Yt Int 0 0 0 0 0 0 0 0 0 0
Accrued Int o 0 0 o o o 0 0 0 0
Subtotal o 0 0 0 o 0 0 0 o 0
Annual Payment Due [} 0 [} 0 0 [} [} [} [} 0
Year End Balance 0 0 0 0 0 0 0 0 [} 0



Cash Flow Projections .

s = & .
g5 £
s » & 1 12 13 14 15 18 17 18 19 20
Income - : .
Annual Rental Income 20% 6 2.0% 1,328,143 1,354,706 1,381,800 1,4090438 1,437,625 1,466,377 1495705 1,525619 1,556,131 1,587,254
Annual Non-Rental Income 1.0% 8 2.0% 8,075 8,197 6,321 6,447 8,576 8,707 6,842 6,978 " 7.118 7,280 -
Total Project Revenue 1,334,218 1,360,903 1,388,121 1,415,883 1,444,201 1,473,085 1,502,548 1,532,597 1,563,249 1,594,514
Expenses . . L
Vacancy Loss . 39844 40,841 41454 42283 43,129 43991. 44,871 45,769 46884 47,818
Management Fee 3.0% 1 3.0% 84,281 88,809 89,414 92,098 94,859 97,705 100,638 103,855 106,765 109,968
Administration 3.0% -6 3.0% 215,088 221,538 228,184 235030 . 242,081 249,343 256,824 264,528 272,484 280,838
Project-paid Fuel 3.0% 6 3.0% 26,697 27,498 28,323 29,172 30,048 30,949 31,877 32,834 33,819 34,833
Common Electricity 40% 6 3.0% 202,868 208,954 215222 221,879 228,329 235,179 242,235 249,502 256,987 264,696
' Water and Sewer 50% 8 3.0% 33,723 34,734 35,776 - - 36,850 37,955 39,004 40,287 41,475 42,719 44,001
Operating and Maintenance 3.0% 1 3.0% 493,822 508,637 523,898 539,813 555,801 572,475 589,649 807,339 625,559 844,328
Real Estate Taxes - 50% 1 50% 0 0 0 0 0 0 0 0 0 0
Payment in Lieu of Taxes (PILOT) 30,750 31,288 31,831 32,384 32,945 33,515 34,084 34,681 35,278 35,883
Insurance 3.0% 1 3.0% 41,476 42,720 44,002 45,322 48,882 48,082 49,524 51,010 52,540 54,117
Replacement Reserve 3.0% 1 3.0% 47,978 49,417 50,900 52,427 53,999 55,619 57,268 59,007 60,777. 82,800
Other: Cable 3.0% 1 3.0% 1,791 1,845 1,801 1,958 2,018 2,077 2,139 2,203 2,289 ©2,337
Other: 30% 1 3.0% 0 0 0 0 0 0 0 0 0
Si I: Op g Exp 1,218,318 1,254,081 1,280,902 1,328,813 1,387,844 1,408,030 1,449,404 1,492,002 1,535861 1,581,017
Debt Service
Debt Service Part A 67,365 67,385 87,385 87,365 67,365 67,385 87,385 67,365 87,385 87,365
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0 0 0
Total Expenses 1,265,681 1,321,446 1,358,268 1,396,178 1,435210 1,475,395 1,516,769 1,559,368 1,603,226 1,648,382
Cash Flow/(Deficit) 48,537 39,457 29,853 19,705 8,991 (2,310)  (14,223)  (26,770)  {39,977)  (53,868)
Cash Flow Per Unit 408 a3z 251 166 76 (19) (120) (225) (336) (453)
Debt Coverage Ratio on Part A Loan 1.72 1.59 144 129 1.13 0.97 0.79 0.60 0.41 0.20
Debt C: ge Ratio on C Other Fi N/A N/A NIA N/A N/A N/A N/A N/A N/A N/A
Interest Rate on Reserves "3%
Operating Deficit Reserve (ODR) y
Maintained Debt Coverage Ratio (Hard Debt) 1 1.00] .
Maintained Operating Reserve (No Hard Debt) |7 |
Initial Balance 78,393 105,354 108,515 111,770 115,123 118,577 122,134 123,488 112,969 89,588 52,299
Total Annual Draw to achieve 1.0 DCR 0 0 0 0 0 {2.310) (14,223) (26.770) (39,977} (53,868)
Total Annual Deposit to achieve Maintained DCR , 0 0 0 0 ‘0 0 0 o " 0. 0
Total 1.0 DCR and Maintained DCR 0 0 0 0 0 (2,310)  (14,223)  (26,770)  (39,977)  (53,6868)
Interest 3,181 3,255 3,353 - 3,454 3,557 3,664 3,705 3,389 2,888 1,669
Ending Balance at Maintained DCR 108515 111,770 115123 118,577 122,134 123488 112,969 ,_ 89,588 52,299 R0}
Maintained Cash Floy Per Unit 408 - 332 251 166 78 0 0 0 0 0
Maintained Debt Coverage Ratio on Part A Loan 1.72 1.59 144 1.29 113 . 1.00 1.00 1.00 1.00 1.00
Maintained Debt Coverage Ratio on C i Other N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Standard ODR ’ 0
Non-standard ODR
Operating Reseive Analysis 331,225
Required in Year: |1 { Initital Deposit
Initial Balance 331,225 445,139 458,493 472,248 486,416 501,008 518,038 531,520 547,485 563,889 580,808
Interest Income 13,354 13,755 14,187 14,592 15,030 15,481 15,946 16,424 18,917 17,424
Ending Balance 458,493 472,248 486,416 501,008 516,038 531,520 547,465 563,889 580,808 598,230
Deferred Developer Fee Analysis
Initial Balance 0 0 0 0 0 0. 0 0 0 0
Dev Fee Paid 215574 0 0 0 0 "0 0 0 0 0 0
Ending Balance Repaidinye 0 0 0 0 0 0 0 0 0 ‘0 0
Mortgage Resource Fund Loan .
Interest Rate on Subordinate Financing 3% ] Initial Balance' |. . .
Principal Amount of all MSHDA Soft Funds 0 0 0 0 0 0 0 0 0 0 0
Current Yr Int : 0 0 0 0 0 0 0 0 0 0
Accrued Int 0 0 0 0 0 0’ -0 0 0 -0
Subtotal 0 0 0 0 0 0 0 .0 0 0
Annual Payment Due 0 0 0 0 0 0 0 0 0 0"
Year End Balance 0 0 0 0 0 0 0 0 0 0



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

RESOLUTION DETERMINING MORTGAGE LOAN FEASIBILITY
FERGUSON APARTMENTS, MSHDA DEVELOPMENT NO. 1440-2
CITY OF GRAND RAPIDS, KENT COUNTY

July 25, 2019

WHEREAS, Ferguson-Heartside Limited Dividend Housing Association Limited Partnership (the
"Seller") is the owner of a development for low and moderate income persons located in the City of
Grand Rapids, Kent County, Michigan, known as Ferguson Apartments, MSHDA Development No.
1440-2 (the "housing project"); and

WHEREAS, the Michigan State Housing Development Authority (the "Authority") provided a
mortgage loan to aid in the acquisition and original construction of the housing project; and

WHEREAS, Dwelling Place of Grand Rapids Nonprofit Housing Corporation (the "Applicant")
desires to purchase and rehabilitate the housing project under the Authority's Housing Trust Fund
Program, for an estimated total development cost of Twenty-One Million Two Hundred Forty-Three
Thousand One Hundred Ninety-Six Dollars ($21,243,196); and

WHEREAS, the Applicant has filed an Application for Mortgage Loan Feasibility with the Authority
for a new taxable mortgage loan in the maximum amount of Nine Hundred Ninety-Four Thousand
Nine Hundred Sixty-Three Dollars ($994,963), a Housing Trust Fund Loan (“HTF Loan”) in the
maximum amount of Five Million One Hundred Sixty-One Thousand Dollars ($5,161,000) and a
Michigan Housing Community Development Fund Loan (“MHCDF Loan”) in the maximum amount
of Two Hundred Thirty Nine Thousand Dollars ($239,000) (hereinafter referred to as the
"Application") to finance the acquisition and rehabilitation of the housing project, as described in the
attached Mortgage Loan Feasibility/Commitment Staff Report dated July 25, 2019 (the "Staff
Report"); and

WHEREAS, the Michigan State Housing Development Authority (the "Authority") is authorized under
the provisions of Act No. 346 of the Public Acts of 1966 of the State of Michigan, as amended (the
"Act"), to make mortgage loans to qualified non-profit housing corporations, consumer housing
cooperatives and limited dividend housing corporations and associations; and

WHEREAS, a housing association to be formed by the Applicant may become eligible to receive a
Mortgage Loan from the Authority under the provisions of the Act and the Authority's General Rules;
and

WHEREAS, the Acting Executive Director has forwarded to the Authority his analysis of the
Application and his recommendations with respect thereto; and

WHEREAS, the Authority has considered the Application in the light of the Authority's project
mortgage loan feasibility evaluation factors and the terms of its Housing Trust Fund Program.

NOW, THEREFORE, Be It Resolved by the Michigan State Housing Development Authority as
follows:

1. The following determinations be and they hereby are made:



a. The proposed housing project will provide housing for persons of low and
moderate income and will serve and improve the residential area in which
Authority-financed housing is located or is planned to be located, thereby
enhancing the viability of such housing.

b. The Applicant is reasonably expected to be able to achieve successful
completion of the proposed housing project.

C. The proposed housing project will meet a social need in the area in which it
is to be located.

d. A mortgage loan, or a mortgage loan not made by the Authority that is a
federally-aided mortgage, can reasonably be anticipated to be obtained to
provide financing for the proposed housing project.

e. The proposed housing project is a feasible housing project.

f. The Authority expects to allocate to the financing of the proposed housing
project proceeds of its bonds issued or to be issued for multifamily housing
projects a maximum principal amount not to exceed Nine Hundred Ninety
Four Thousand Nine Hundred Sixty-Three Dollars ($994,963).

2. The proposed housing project be and it is hereby determined to be feasible for a
mortgage loan on the terms and conditions set forth in the Mortgage Loan Feasibility/Commitment
Report of the Authority Staff presented to the Meeting, subject to any and all applicable
determinations and evaluations issued or made with respect to the proposed housing project by
other governmental agencies or instrumentalities or other entities concerning the effects of the
proposed housing project on the environment as evaluated pursuant to the federal National
Environmental Policy Act of 1969, as amended, and the regulations issued pursuant thereto as set
forth in 24 CFR Part 58.

3. The determination of feasibility is based on the information obtained from the
Applicant and the assumption that all factors necessary for the successful construction and
operation of the proposed project shall not change in any materially adverse respect prior to the
closing. If the information provided by the Applicant is discovered to be materially inaccurate or
misleading, or any factors necessary for the successful construction and operation of the proposed
project change in any materially adverse respect, this feasibility determination resolution may, at the
option of the Executive Director, the Chief Housing Investment Officer, the Director of Legal Affairs,
the Deputy Director of Legal Affairs, the Director of Finance or any person duly authorized to actin
any of the foregoing capacities (each an "Authorized Officer"), be immediately rescinded.

4. Neither this determination of feasibility, nor the execution prior to closing of any
documents requested to facilitate processing of a proposed mortgage loan to be used in connection
therewith constitutes a promise or covenant by the Authority that it will make a Mortgage Loan to the
Mortgagor.

5. This determination of Mortgage Loan Feasibility is conditioned upon the availability of
financing to the Authority. The Authority does not covenant that funds are or will be available for the
financing of the subject proposed housing development.



6. The Mortgage Loan Feasibility determination is subject to the | conditions set forth in
the Mortgage Loan Feasibility/Commitment Staff Report dated July 25, 2019, which conditions are
hereby incorporated by reference as if fully set forth herein.



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

RESOLUTION AUTHORIZING MORTGAGE LOANS
FERGUSON APARTMENTS, MSHDA DEVELOPMENT NO. 1440-2
CITY OF GRAND RAPIDS, KENT COUNTY

July 25, 2019

WHEREAS, the Michigan State Housing Development Authority (the "Authority") is authorized,
under the provisions of Act No. 346 of the Public Acts of 1966 of the State of Michigan, as amended
(hereinafter referred to as the "Act"), to make mortgage loans to qualified nonprofit housing
corporations, consumer housing cooperatives, limited dividend housing corporations and
associations and certain qualified individuals; and

WHEREAS, an application (the "Application") has been filed with the Authority by Dwelling Place of
Grand Rapids Nonprofit Housing Corporation (the "Applicant") for a construction and permanent
mortgage loan in the amount of Nine Hundred Ninety-Four Thousand Nine Hundred Sixty-Three
Dollars ($994,963), a Housing Trust Fund Loan (“HTF Loan”) in the maximum amount of Five Million
One Hundred Sixty-One Thousand Dollars ($5,161,000) and a Michigan Housing and Community
Development Fund Loan (“MHCDF Loan”) in the maximum amount of Two Hundred Thirty-Nine
Thousand Dollars ($239,000), for the construction and permanent financing of a multi-family housing
project having an estimated total development cost of Twenty-One Million Two Hundred Forty-Three
Thousand One Hundred Ninety-Six Dollars ($21,243,196), known as Ferguson Apartments (the
"housing project"), located in the City of Grand Rapids, Kent County, Michigan, and to be owned by
Ferguson Apartments Limited Dividend Housing Association LLC (the "Mortgagor"); and

WHEREAS, the Acting Executive Director has forwarded to the Authority his analysis of the
Application and his recommendation with respect thereto; and

WHEREAS, the Authority has reviewed the Application and the recommendation of the Acting
Executive Director and, on the basis of the Application and such recommendation, has made
determinations that:

(@) The Mortgagor is an eligible applicant;

(b) The proposed housing project will provide housing for persons of low and moderate
income and will serve and improve the residential area in which Authority financed
housing is located or is planned to be located thereby enhancing the viability of such
housing;

(c) The Applicant and the Mortgagor are reasonably expected to be able to achieve
successful completion of the proposed housing project;

(d) The proposed housing project will meet a social need in the area in which it is to be
located;

(e) The proposed housing project may reasonably be expected to be marketed
successfully;



) All elements of the proposed housing project have been established in a manner
consistent with the Authority's evaluation factors, except as otherwise provided
herein;

(9) The construction or rehabilitation will be undertaken in an economical manner and
will not be of elaborate design or materials; and

(h) In light of the estimated total project cost of the proposed housing project, the
amount of the mortgage loan authorized hereby is consistent with the requirements
of the Act as to the maximum limitation on the ratio of mortgage loan amount to esti-
mated total project cost.

WHEREAS, the Authority has considered the Application in the light of the criteria established for
the determination of priorities pursuant to General Rule 125.145 and hereby determines that the
proposed Development is consistent therewith; and

WHEREAS, Sections 83 and 93 of the Act provide that the Authority shall determine a reasonable
and proper rate of return to limited dividend housing corporations and associations on their
investment in Authority-financed housing projects.

NOW, THEREFORE, Be It Resolved by the Michigan State Housing Development Authority as
follows:

1. The Application be and it hereby is approved, subject to the terms and conditions of
this Resolution, the Act, the General Rules of the Authority, and of the Mortgage Loan Commitment
hereinafter authorized to be issued to the Applicant and the Mortgagor.

2. A mortgage loan (the "Mortgage Loan") is hereby authorized and the Executive
Director, the Chief Housing Investment Officer, the Director of Legal Affairs, the Deputy Director of
Legal Affairs, the Director of Finance, or any person duly authorized to act in any of the foregoing
capacities, or any one of them acting alone (each an "Authorized Officer"), are hereby authorized to
issue to the Applicant and the Mortgagor the Authority's Mortgage Loan Commitment (the "Commit-
ment") for the construction and permanent financing of the proposed housing project in an amount
not to exceed Nine Hundred Ninety-Four Thousand Nine Hundred Sixty-Three Dollars ($994,963),
having a term not to exceed forty (40) years after amortization of principal commences. The
Mortgage Loan shall bear interest at a rate of Six and 20/100 percent (6.2%) per annum. The
amount of proceeds of taxable bonds issued or to be issued and allocated to the financing of this
housing project shall not exceed Nine Hundred Ninety-Four Thousand Nine Hundred Sixty-Three
Dollars ($994,963). Any Authorized Officer is hereby authorized to modify or waive any condition or
provision contained in the Commitment.

3. The MHCDF Loan be and it hereby is authorized and an Authorized Officer is hereby
authorized to issue to the Applicant a Commitment for a MHCDF Loan in the estimated amount of
Two Hundred Thirty-Nine Thousand Dollars ($239,000), and to have a term not to exceed fifty (50)
years and to bear interest at a rate of three percent (1%) per annum.

4. The mortgage loan commitment resolution and issuance of the Mortgage Loan
Commitment and the MHCDF Loan Commitment (together, the "Mortgage Loan Commitment") are
based on the information obtained from the Applicant and the assumption that all factors necessary
for the successful construction and operation of the proposed project shall not change in any



materially adverse respect prior to the closing. If the information provided by the Applicant is dis-
covered to be materially inaccurate or misleading, or any factors necessary for the successful
construction and operation of the proposed project change in any materially adverse respect, this
mortgage loan commitment resolution together with the commitment issued pursuant hereto may, at
the option of an Authorized Officer, be rescinded. Any Authorized Officer is hereby authorized to
modify or waive any condition or provision contained in the Commitment.

5. Notwithstanding passage of this resolution or execution of any documents in
anticipation of the closing or the proposed Mortgage Loan, no contractual rights to receive the
Mortgage Loan authorized herein shall arise unless and until an Authorized Officer shall have issued
a Mortgage Loan Commitment and the Applicant shall have agreed in writing within fifteen days after
receipt thereof, to the terms and conditions contained therein.

6. The proposed Development be and it hereby is granted a priority with respect to
proceeds from the sale of Authority securities which are determined by the Acting Executive Director
to be available for financing the construction and permanent loans of the proposed housing project.
Availability of funds is subject to the Authority's ability to sell bonds at a rate or rates of interest and
at a sufficient length of maturity so as not to render the permanent financing of the housing project
unfeasible.

7. In accordance with Section 93(b) of the Act, the maximum reasonable and proper
rate of return on the investment of the Mortgagor in the housing project be and it hereby is
determined to be twelve percent (12%) per annum initially. Following the paymentin full of the HTF
Loan and the MHCDF Loan, the Mortgagor's rate of return may be increased by one percent (1%)
annually until a cap of twenty-five percent (25%) is reached. The Mortgagor's return on equity shall
be fully cumulative.

8. The Mortgage Loan shall be subject to, and the Commitment shall contain, the
conditions set forth in the Mortgage Loan Feasibility/Commitment Staff Report dated July 25, 2019,
which conditions are hereby incorporated by reference as if fully set forth herein.
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M E M O R A N D U M

TO: Authority Members
FROM: Gary Heidel, Acting Executive Director % W
DATE: July 25, 2019

RE: Approval of mortgage loan feasibility and commitment of Lyon Townshlp
Senior Living, MSHDA #3850

Recommendatlon

| recommend that the Mlchlgan State Housing Development Authority (the “Authonty")
adopt resolutions that 1) determine Mortgage Loan Feasibility as to the following proposal,
2) authorize tax-exempt bond and Mortgage Resource Fund (“MRF”) mortgage loans in
the amounts set forth in this report, 3) authorize a waiver of certain Multifamily Direct
Lending Parameters; and 4) authorize thé Executive Director, or an Authorized Officer of
the Authority, to issue the Authority’s Mortgage Loan Commitment with respect to this -
development, subject to the terms and conditions set forth in this report. . -

- Executive Summary:

This proposal has been designed to be a welcoming choice for those seniors who are
downsizing their homes and would desire access to additional congregate type services
in a non-congregate designed living structure. The management company will offer
- residents fitness classes in the fitness center, a shuttle bus to shopping and community
events as well as medical appointments within five miles of the site. There will be a theater
- room for matinée and evening. movies as well as a central social hub for games, social
activities and live entertainmentalong with a media center with an extensive library. Each
resident will receive electronic wellness systems and on-site home-based health care
providers and clinic. There will be an on-site Bistro offering morning coffee and afternoon
social as well as cocktail parties and special event activities. There will be additional
. services available for purchase as well, gourmet lunch and dinners in the dining room as-
well as housekeeping and flet linen service and full-sized washer and dryers.

Iseues, Policy Considerations, and Related Actions:

The site has a high-pressure gas line running through the portion of the site-on Pontiac
Trail. Due to this the Authority is requiring an emergency ingress/egress location located
south of the entrance on Pontiac trail. The sponsor has entered into a verbal agreement
with a nelghbonng business, The Lyon Girill, to create the emergency only ingress egress
drive.



In addition it is recommended that a waiver of the program provision that requrres
underwritten rents for all units restricted to the MTSP 60% AMI limit, be limited to 95% of
30% of the MTSP 60% AMI limit (Section VI, E(1) Underwriting Terms, Rent Restrictions),

be granted



E2MSHDA

TATE HOUSING DEVELOPMENT AUTHORITY

MORTGAGE LOAN FEASIEILITYICOMMITMENT STA_FIé REPOR_T

. . : July 25, 2019
RECOMMENDATION:

.| recommend that the Michigan State Housing Development Authority (the “Authority”) adopt :
resolutions that 1) determine Mortgage Loan Feasibility as to the following proposal, 2) authorize
tax-exempt bond and Mortgage Resource Fund (“MRF”) mortgage loans in the amounts set forth in
* this report, 3) authorize a waiver of certain Multifamily Direct Lending Parameters; and 4) authorize -
the Executive Director, or an Authorized Officer of the Authority, to issue the Authority’s Mortgage
Loan Commitment with respect to this development subject to.the terms and conditions set forth in .
this report. :

MSHDA No.: _ - 3850

- Development Name: Lyon Township Senior Living -

" Development Location: Lyon Township Lyon, Oakland County -
Sponsor: _ PIRHL Developers, LLC and Lockwood Companies, LLC

. Mortgagor: Lyon Senior Living, Limited Dividend Housmg Association, LLC

~ TE Bond Construction Loan: $23,384,783 (65.90% of TDC)

~ . TE Bond Permanent Loan: $23,384,783
MSHDA HOME Loan: $3,616,635
MSHDA MRF Loan: $3,616,635
Total Development Cost: $35,485,883
Mortgage Term: . 40years for the tax-exempt bond loan; 50 years for the HOME -
’ ‘ ‘ loan; 50 years for the MRF loan
Interest Rate: 4, 90% for the tax-exempt bond loan; 1% simple interest for the
' : : HOME loan and 3% simple interest for the MRF loan

Program:- ' Tax-Exempt Bond and Gap Financing Programs

“'Number of Units: 130 elderly units of new construction ' :

" Unit Configuration: 70-one bedroom one bath apartments and-60 two-bedroom one
T . : . bath apartments in one three story buﬂdmg
Builder: = PIRHL Contractors, LLC
Syndicator: . PNC Tax Credit Capital

> Date Application Received: December 5, 2018
HDO: ' James Smith

- Issuance of the Authority's Mortgage Loan Commitment is subject to fulfi IIment. of all Authority
.processing and review requirements and obtaining all necessary staff approvals as required by the
Authontys underwriting standards.



. Mortgage Feasibility/Commitment Staff Report
Lyon Township Senior Living, MISHDA No. 3850
Lyon Charter Township, Oakland County

July 25, 2019 -

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS:

The site has a high-pressure gas line running through the portion of the site on Pontiac Trail. Due to
this the Authority is requiring an emergency ingress/egress location located south of the entrance on
Pontiac trail. The sponsor has entered into a verbal agreement with a neighboring business, The - -
Lyon Girill, to create the emergency only ingress egress drive. '

In addition staff recommends a waiver of the program provision that requires underwritten rents for
all units restricted to the MTSP 60% AMI limit, be limited to 95% of 30% of the MTSP 60% AMI limit
- (Section VI, E(1) Underwriting Terms, Rent Restrictions), be granted. Staff |ntends that when the
parameters are next reVIsed this will be a permanent change.

EXECUTIVE SUMMARY:

The proposal has been designed to be a welcoming choice for those seniors who are downsizing
their homes and would desire access to additional congregate type services in a non-congregate
designed living structure. The management company will offer residents fitness classes in the
fitness center, a shuttle bus to shopping and community events as well as medical appointments
within five' miles of the site. There will be a theater room for matinée and evening movies as well as
a central social hub for games, social activities and live entertainment along with a media center with
an extensive library. Each resident will receive electronic wellness systems and on-site home-based
health care providers and clinic. There will be an on-site Bistro. offering morning coffee and
afternoon social as well as cocktail parties and special event activities. There will be additional
services available for purchase as well, gourmet lunch and dinners in the dlnlng room as well as
housekeeping and fIat linen service and full-sized washer and dryers -

Structure of the Transaction and Funding:
There are several elements to this transaction that are common to new construction transactions:

e A tax-exempt bond construction and permanent mortgage loan will be provided by the
Authority (the “Mortgage Loan”). The Mortgage Loan will be'in the amount of $23,384,783 at
4.90% interest with 18-monthly interest only payments required under the-construction loan. -
The permanent financing date will commence on.the first day of the month following the
month in which the 18-month construction loan term expires or such later date as.
determined by an Authorized Officer of the Authority (the “Permanent Financing Date”).

e The permanent tax-exempt bond loan is based upon the current 60% area median income
level rents, less vacancy loss, payments to reserves and escrows, operating costs based on
historical data unless modified by project improvements and construction and soft costs at

- levels appropriate for this specific transaction. The permanent loan includes a 115-debt
service coverage ratio, an annual interest rate of 4.90%, with a fully amortizing term of 40
years commencing on the Permanent Financing Date. The Mortgage Loan will be funded on
the Permanent Financing Date and will be in First Position.

e A subordinate loan using an Authority MRF Loan (the “MRF Loan”) in the amount of

$3,616,635 be provided at 3% simple interest with payments initially deferred. The MRF
Loan will be in Second Position.
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Mortgage Feasibility/Commitment Staff Report
Lyon Township Senior Living, MSHDA No. 3850
Lyon Charter Township, Oakland County

July 25, 2019

e A subordinate loar using HOME funds (the “HOME Loan”) in the amount of $3,616,635 will
be provided at 1% simple interest with payments initially deferred. The HOME Loan will be in -
Third Position. . '

o Eqdity support comes from the sale of 4% LIHTC in the estimate amount of $3,804,702

e Income from operations will be used as a source of funding to make the interest only |
payments and the tax and insurance payments during the construction period in the amount
of $628,128.

e The Sponsor has agreed to contribute $120,000 from the sale of a portion of frontage along
Pontiac Trail, the sale of which was necessary to meet the Authority’s requirement for an
emergency vehlcle access easement :

e The Sponsor has agreed to defer $315,000 of the developer fee to heIp fill the remaining
funding gap.

e Aten(10) month rerrt-Up allowance in the amount identified in the attached proforma will be |
required to support interest payments between construction completion and the Mortgage
Cut-Off Date, as determined by the Authority.

* An operating assurance reserve will be required in the amount identified in the attached
proforma. The reserve will be capitalized . at closing in an amount which, along with
‘accumulated.-interest, is expected to meet the Development s unanticipated operatrng needs.
This reserve will be held by the Authority.

‘Site Selection:
The Manager of the Office of Market Research has visited the site and has indicated tt1at it does -
- meet the current Authority site selection criteria with the emergency ingress/egress access only. Our
selection criteria prohibits sites with high pressure gaslines, butit has been determined thatwith the
addltronal ingress/egress we would accept the site. -

Market Evaluatlon:

The Manager of the Office of Market Research determined the amenities, services and rent leveIS»
are acceptable. '

Valuation of the Property:

An appraisal dated November 12, 2018 estimates the land Value at $1,796,000.
CONDITIONS:

At or prior to (i) issuance of the Authority's mortgage loan commitment (“Mortgage Loan

- Commitment”), (ii) the initial Mortgage Loan Closing (the “Initial Closing”), or (jii) such other date as
may be specified herein, the Sponsor, the new Mortgagor and other members of the Development
team, where appropriate, must satisfy each of the following conditions by entering into a wrrtten
agreement or providing.documentation acceptable to the Authorlty
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Mortgage Feasibility/Commitment Staff Report
Lyon Township Senior Living, MSHDA No. 3850
Lyon Charter Township, Oakland County

July 25, 2019
Standard Conditions: .
1. Limitation for Return on Equity:

For each year of the Development's operation, beginning in the year in which the Mortgage
Cut-Off Date occurs, payments are limited to twelve percent (12%) of the Mortgagor's equity.
For purposes of distributions, the Mortgagor's equity will be the sum of (i) the LIHTC equity;
(i) the brownfield tax credit equity; (iii) the historic tax credit equity; (iv) general partner
capital contributions; and (v) any interest earned on an equity escrow held by the Authority
(estimated to be a total of $3,804,702). All such payments shall be referred to as "Limited
Dividend Payments.” The Mortgagor's return shall be fully cumulative. Limited Dividend -
Payments shall be capped at 12% per annum, until the MRF Loan and the HOME Loan
have been repaid. Thereafter, Limited Dividend Payments may increase 1% per annum until
a cap of 25% per annum is reached.

Income Limits:
The income limitations for one -hundred thirty (130) units of this propoesal are as follows:

a. Three (3) units have been designated as Low-HOME units and during the Period-of

~ Affordability required under the HOME program (20 years) must be available for

occupancy by households whose incomes do not exceed 50% of the HOME
published area median income, adjusted for family size as determined by HUD.

b. Eleven (11) units have been designated as High-HOME units and during the Period
of Affordability required under the HOME program (20 years) must be available for
occupancy by households whose incomes do not exceed 60% of the HOME
published area medlan income, adjusted for family size as determined by HUD.

c. Fifty four (54) units (31 one-bedroom units and 23 two-bedroom units) must be -
available for occupancy by households whose incomes do not exceed up to 60% of
area median income based upon the Multifamily Tax Subsidy Project (‘“MTSP”) limits,

adjusted for family size as determined by HUD, until latest of (i) the expiration of the - .

LIHTC “Extended Use Period” as defined in the Development’s LIHTC Regulatory

Agreement (i) 50 years from Initial Closing; or (iii) so long as any Authorlty loan -

remains outstandlng

d. Seventy-snx (76) units (39 one-bedroom units and 37 two-bedroom units) are market
rate and may be rented without regard to income.

To the extent units within the Development are subject to muitiple sets of income limits, the
most restrictive income limit will apply so long as the applicable term of affordability
continues.

The income of individuals and area median income shall be determined by the Secretary of
the Treasury in a manner consistent with determinations of lower income families and area
median income under Section 8 of the U.S. Housing Act of 1937, including adjustments for
family size.
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Mortgage Feasibility/Commitment Staff Report
Lyon Township Senior Living, MSHDA No. 3850
Lyon Charter Township, Oakland County

July 25, 2019

3. Limitations on Rental Rates:

The Total Housing Expense (contract rent plus tenant-pald utilities) for one hundred thirty
(130) units is subject to the following limitations:

a. Dunng the Perlod of Affordability required under the HOME program (20 years), the -
Total Housing Expense for the four Low-HOME units may not exceed the “Low--
- HOME Rent Limit” for the unit established and published annually by HUD.

b. During the Period of Affordability required under the HOME pfogram (20.years), the -
Total Housing Expense for the thirteen High-HOME units may not exceed the “High-
HOME Rent Limit” established and published annually by HUD. -

c.. The Total Housing Expense for all fifty four (54) units (31 one-bedroom units, and 23
two-bedroom units), may not exceed one-twelfth (1/12™") of 30% of the MTSP 60% of
area median income adjusted for family size and based upon an imputed occupancy. -
of one and one-half persons per bedroom. This restriction will apply until the latest
of (i) the end of the Extended Use Period, (ii)-50 years after Initial Closing; or (iii) so .
long as any Authority loan remains outstanding. - ’

d. . Seventy-seven (76) units (39 one-bedroom units, and 37 two-bedrodm units) are.
market rate and there shall be no limit on the rents charged for these units.

To the extent units within the Development are subject to multiple sets of rent limits, the
most restrictive rent limit will apply so long as the applicable term of affordability continues.

While rental increases for these units may be permitted from time to time as HUD publishes
updated median income limits, the Mortgagor must further agree that rental increases for
targeted units will be limited to not more than 5% for any resident household during any 12-
month period.

For the initial lease term of the first household occupying each rent restricted unit in the .
Development the initial rent-may not exceed 105% of the rent approved in this Mortgage

Loan Feasibility/Commitment Staff Report or the maximum allowed per median income,

whichever is less. Rental increases on occupied units during any 12-month period will be
limited to not more than 5% of the rent paid by the resident household at the beginning of
that annual period. Exceptions to this limitation may be granted by MSHDA'’s Director of-
Asset Management for extraordinary increases in project operating expenses (exclusive of
limited dividend payments) or mortgage loan increases. Rents on vacated units may be
increased to the maximum level permissible by the applicable programs. Rents and Utlllty
allowances must be approved annually. ’

Exceptions to the foregoing limitations may be granted by the Authority's Director of Asset
Management‘to pay for extraordinary increases in operating expenses (exclusive of Limited
Dividend Payments) or to enable the owner to amortize a Mortgage Loan increase to fund
cost overruns pursuant to the Authority's policy on Mortgage Loan increases.

4. Covenant Running with the Land:

(
The Mortgagor must subject the Development site to a covenant running with the land so as - -
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Mortgage Feasibility/Commitment Staff Report
Lyon Township Senior Living, MSHDA No. 3850
Lyon Charter Township, Oakland County

July 25, 2019.

to preserve the tax-exempt status of the obligations issued or to be issued to finance the

Mortgage Loan. This covenant will provide that each unit must.be rented or available for

rental on a continuous basis to members of the general public for a period ending on the
latest of the date which is 15 years after the date on which 50% of the residential units in the
Development are occupied, the first day on which no bonds are outstanding with respect to
the project, or the date on which assistance provided to the project under Section 8 of the
U.S. Housing-Act of 1937 terminates. The income of individuals and area median income
shall be determined by the Secretary of the Treasury in a manner consistent with
determinations of lower income families and area median income under Section 8 of the U.S.
Housing Act of 1937, including adjustments for family size. Until the Secretary of the -
Treasury publishes its requirements, income of the individuals shall be determined in
accordance with Section 8 regulations. Additionally, if LIHTC is awarded to - the
Development; the Mortgagor must agree to subject the property to the extended low-income
use commitment required by Section 42 of the Internal Revenue Code. - =~ o

5. Restriction on Prepayment and Subsequent Use:

The Mortgage Loan is eligible for prepayment after the expiration of fifteen (15) years after
the commencement of amottization. The Mortgagor must provide the Authority with at least
60 days' written notice prior to any such prepayment.

Inthe event of a prepayment however, the Mortgagor must pay a prepayment fee equal to
- the sum of:

a. 1% of the balance being prepaid;

b. Any bond call premium, prepayment or swap penalty, or any other cost that the
Authority incurs to prepay the bonds or notes that were used to fund the Mortgage
Loan; and i

c. Any loss of debt service spread between the Mortgage Loan and the bonds used to
finance the loan from the date of the prepayment through the end of the 20th year of
amortization.

Once the Mortgagor has been approved for the early prepayment of the underlying loan, it
must sign an agreement with the Authority stating it is responsible for the cost of terminating =
the swap. The Mortgagor can then choose the timing of the termination and participate in -
the transaction with the swap counterparty. The swap counterparty will quote the cost of -
terminating the swap and the Mortgagor will have the ability to execute the transaction or -
cancel at its sole discretion. If the Mortgagor chooses not to terminate the swap, it will forfelt
the right to prepay the Mortgage Loan. -

Subordinate loans are eligible to prepay at any time upon 60 days prior written notice to the
Authority, but prepayment may not extinguish federal affordability and .compliance
requirements. : ’

6. Operating Assurance Reserve:

At Initial Closing, the Mortgagor shall fund an operating assurance reserve ("OAR") in the
amount equal to four months’ of estimated Development operating expenses (estimated to
be $857,262). The OAR will be used to fund operating shortfalls incurred at the: -
Development and will be disbursed by the Authority in accordance with the Authority's writtén
policy on the use of the Operating Assurance Reserve, as amended from time to time. The
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Lyon Township Senior Living, MSHDA No. 3850
Lyon Charter Township, Oakland County
July 25,2019

OAR must be either (i) fully funded with cash, or (ii) funded with a combination of cash and -
an irrevocable, unconditional letter of credit acceptable to the Authority, in an amount that: -

“may not exceed 50% of the OAR requirement. To the extent that any portion of the OAR'is .

drawn for use prior to the final closing of the Mortgage Loan, the Mortgagor must restore the
OAR to its original baIance at final closing. .

Replacement Reserve:

The Mortgagor must agree to establish a replacement reserve fun'd (“Replacement
Reserve”) by making annual deposits to the Replacement Reserve, beginning on the

Mortgage Cut-Off Date, at a minimum of $300 per unit for the first year of operation, payable -

in monthly installments, with deposits in subsequent years to be the greater of (i) the prior
year's deposit, increased by 3%, or (ii) a percentage of the Development’s projected annual
rental income or gross rent potential (‘GRP”) for the year using the percentage obtained by
dividing the first year's deposit by the first year's GRP shown on the operating proforma for

" the Development attached hereto. The annual deposit to the Replacement Reserve may

10.

also be increased to any higher amount that is determined to be necessary by the Authority,
based on a CNA and the Authority’s Replacement Reserve policies. The Authority may
update any CNA or-obtain a new CNA every five years, or upon any frequency, as .
determlned necessary by the Authority. :

Authe_rlty Subordinate Loan(s):

At Initial Closing, the Mortgagor must enter into agreements relating to the MRF Loan and
the HOME Loan. The MRF Loan and the HOME Loan will each be secured by a
subordinate-mortgage. The HOME Loan will bear simple interest at 1% with a 50-year term, -
and the MRF Loan will bear simple interest at 3% with a 50-year term.. No loan payments
will be required on either the MRF-Loan or the HOME Loan until the earlier of (a) the yearin
which the sum of all annual surplus funds available for distribution equals or exceeds the -
amount of the deferred developer fee, or (b) the 13! year following the commencement of
amortization of the Mortgage Loan. Interest will continue to accrue oneach loan until paid in
full. -

At the earlier of (a) the year in which the sum of all annual surplus funds available for
distribution equals or exceeds the amount of the deferred developer fee or (b) the 13" year
following the date that Mortgage Loan amortization' commences, repayment of the MRF
Loan and the HOME Loan will commence according to the following: -

e So long as both of the Mortgage Loan and the MRF Loan remain outstanding, then
repayment of the MRF Loan will be made from fifty percent (50%) of any surplus
cash available for distribution (“Surplus Funds”), applied first to accrued interest,
then to current interest and principal, and no payments will be required on the HOME
Loan.

o Ifthe MRF Loan is repaid in full while the Mortgage Loan remains outstanding, then
upon repayment of the MRF Loan, repayment of the HOME Loan will commence and
be made from fifty percent (50%) of Surplus Funds applied first to accrued interest,
then to current interest and principal.
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e . Upon payment in full of the Mortgage Loan, if both the MRF Loan and the HOME
Loan remain outstanding, then the outstanding balance of the MRF Loan, including.
accrued interest, will become the new first mortgage loan and will begin amortlzatlon
with monthly payménts equal to the payments made under the original Mortgage
Loan. At this time, payments on the HOME Loan will commence and be made from
fifty percent (50%) of Surplus Funds applied first to accrued interest, then to current
interest and principal. -

e Upon payment in full of both the Mortgage Loan and the MRF Loan, the outstanding
- balance of the HOME Loan, including accrued interest, will become the new first .
mortgage loan and will begin amortization with monthly payments equal to the
payments made under the original Mortgage Loan.

e The entire pr|n0|pal balance and any accrued mterest of the MRF Loan and the |
HOME Loan will be due and payable after 50 years.

Notwithstanding the foregoing, in the event of any sale or refinance of the Development, the
MRF Loan and the HOME Loan will be due and payable at that time.

Architectural Plans and Specifications; Contractor’s Qualification Statement: -

Prior to Mortgage Loan Commitment the architect must submit architectural drawings and .
specifications that address all design review comments, acceptable to the Authority’s Chlef
Architect and the Director of Development.

Prior to Mortgage Loan Commitment, the general contractor must submit AIA Document
A305 as required by the Authority’s Chief Architect.

Owner/Architect Agreement:

Prior to Mortgage Loan Commitment, the Mortgagor must provide the Authority with an
executéd Owner Archltect Agreement acceptable in form and substance to, the Director of
Legal Affairs.

Trade Payment Breakdown:

Prior to Mortgage Loan Commitment, the general contractor must submit a signed Trade
Payment Breakdown acceptable to the Authority's Manager of Construction Costing.

S‘ection 3 Requirements:

Prior to Mortgage Loan Commitment, the general contractor must agree to éomply with all
federal Section 3 hiring requirements. The general contractor must provide the contractor’s

“Section 3 Hiring Plan” which must be reviewed and found acceptable to the Authority’s

Section 3 Compliance Officer. In addition, the general contractor must agree to adhere to
follow-up reporting requirements as established by the Authority.

Equal Opportunity and Fair Housing:

Prior to Mortgage Loan Commitment, the management and marketing agent's Affirmative
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Fair Housing Marketing Plan must be reviewed and found acceptable to the Authority’s :
Equal Employment Officer for Fair Housing Requirements.

In addition, prior to Mortgage Loen Commitment, the geheral contractor's Equai-Employment' o

Opportunity Plan must be reviewed and found acceptable to the Authority's Equal

Employment Officer.

Environmental Review and Indemnification:

Prior to Mortgage Loan Commitment, the Mortgagor must address any outstanding
environmental issues,-in form and substance acceptable to the Authority’s Enwronmental
Review Officer.:

At Initial Closing, the Mortgagor must indemnify the Authority for any loss, damage, Iiability ..
claim, or expense which it incurs as a result of any violation of environmental laws. The
indemnification agreement must be acceptable to the Director of Legal Affairs. :

D_aws-@con and Cross-cutting Federal Reguwements:

At Initial Closing, the general contractor must agree to comply with all federal prevailing
wage requirements, the requirements of the -Davis-Bacon and Related Acts, and other
applicable federal regulations as required under the terms of the HOME Program.

Cost Certification:

The contractor’s cost certification must be submitted within 90 days following the completion-
of construction, and the Mortgagor's cost certification-must be submitted within 90 days’
following the Mortgage Cut-off Date. For LIHTC, the owner is obligated to submit cost
certifications applicable to itself and the contractor prior to issuance of IRS form 8609 (see
LIHTC Program Cost Certification Guidelines). '

Title Insurance-Commitment and Survey:

Prior to Mortgage Loan Commitment, the Mortgagor must provide an updated title insurance
commitment, including zoning, pending disbursements, comprehensive, survey and such -
other endorsements as deemed necessary by the Authority’s Director of Legal Affairs. The
updated title commitment must contain only exceptions to the i lnsurance acceptable to the
Authority’s Director of Legal Affairs. -

Additionally, prior to Mortgage Loan Commitment, the Mortgagor must provide an ALTA
survey certified to the 2016 minimum standards, together with surveyor’s certificate of facts
that is certified and appropriately reflects all easements, rights of way, and other issues
noted on the title insurance commitment. All documents must be acceptable to the Director
of Legal Affairs.

Organizational Documents/Equity Pay-In Schedule:

Prior to Mortgage Loan Commitment, the Mortgagor must submit a substantially fi nal form_
syndication partnership agreement, including an equity pay-in schedule, that is acceptable i in
form and substance to the Director of Development and Director of Legal Affairs.
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At or prior to Initial Closing, the final, executed syndication partnership agreement must
become effective and the initial instaliment of equity must be paid in‘an amount approved by

the Director of Development.

Designation of Authority Funds:

The Authority feserves the express right, in its sole discretion, to substitute alternate
subordinate funding sources.

Mahagement & Marketihg:

Prior to Mortgage Loan Commitment, the management and marketing agent must submit the;
following documents, which must be found acceptable to the Director of Asset Management:

a. ManagehentAgreement
b. Marketing Addendum

Guaranties: °

At Initial Closing, the Sponsor, General Partner, and any entity receiving a developer fee in
connection with the Developmehnt must deliver certain guaranties. The required guaranties
include a guaranty of HOME recapture liability,. an operating deficit guaranty and a
performance completion guaranty. The required guaranties, the terms thereof and the
parties who shall be required to deliver the guaranty must be determined and approved by
the Authority’s Director of Development.

Financial Statements:

Prior to Mortgage Loan Co'mmitment, financial statements for the Sponsor, the guarantor(s)
and the general contractor must be reviewed and found acceptable by the Authority’s Chief
Financial Officer. . ‘

If prior to Initial Closing the financial statements that were approved by the Authority become
more than six months old, the Sponsor, the guarantor(s) and/or the general contractor must
provide the Authority with updated financial statements meeting Authority requirements upon
request.

Future Contributions:

To ensure the Authority is contributing the least amount of funding necessary to achieve
project feasibility, any decrease in Development costs or future contributions not included in -
the Development proforma may, at the Authority’s discretion, be utilized to reduce, in equal
proportions, any deferred developer fee and Authority soft funds.

Ownership of Development Reserves:

At the Initial Closing, the Mortgagor must enter into an agreement confirming the Authority’s
ultimate ownership of excess cash reserves, escrows and accounts as may exist at the time
the Authority’'s mortgage loans are paid off or the Development is sold or refinanced.

Page 10 of 18 -



Mortgage Feasibility/Commitment Staff Report
Lyon Township Senior Living, MSHDA No. 3850
Lyon Charter Township, Oakland County

July 25, 2019

However, the Authority's claim to these funds shall be subject to any.lawful claim to such
-funds by HUD. This agreement must be acceptable to the Authority’s Director of Legal:
Affairs. '

27. HUD A'utgorit_y;toﬁUse Grant Funds:

Prior to MortgaQe Loan Commitment, the Authority must receive HUD’s Authority to Use
Grant Funds (HUD 7015.186) in connection with the proposed HOME Loan from the Authority
or conﬁ'rmation that the Development is categorically excluded from NEPA review.

28. HUD Sub5|dy Layering Rewew

Prior to'Initial Closmg the subsidy layering review must be performed by Authority staff and
must be submitted to HUD for approval. The subsidy layering approval is subject to review
and approval by the Authority’ s Director of Development. '

29. Application for Dlsbursement

Prior to Initial Closing, the Mortgagor must submit an “Application for Disbursement” along
with supporting documentation, which must be found acceptable to the Authority’s Director
of Development. :

Special Conditions:

1. Legal Reg'uirements:

The Mortgagor and/or Sponsor must submit documentation acceptable to the Authority;s
" Director of Legal Affairs for the items listed below:

e Satisfactory title endorsements regarding the gas pipeline

e An executed drainage easement across abutting parcel to the north -

e Documentation releasing or extinguishing the interests of the eight entities holding
various warranty deed, quit claim and land contract interests

e Address all concerns from the 6-24-2019 Lyon Township Planning Commission
meeting minutes and document final approval.

o Executed warranty deed with Lyon Grill ownership detalllng the emergency ingress-
egress drive terms.

e Prior to Initial Closing, the Michigan Attorney General's Office must complete its
review of the transaction and provide the Director of Legal Affairs its
recommendation.

e Any other documentation as required by the Director of Legal Affairs, including -
acceptable evidence of insurance, permits, licenses, zoning approvals, utility
availability, payment and performance bonds and other closing requirements.

2. PILOT Obtained Post-Commitment:

The Development is currently subject to ad valorem property taxes and has been
underwritten as though such taxes will continue to be assessed; however, the Mortgagor has
applied for a PILOT. If a PILOT resolution (or ordinance depending on the municipality),
acceptable in language, form and substance to the Authority’s Director of Legal Affairs is
provided, the Authority may re-underwrite the Development using the new PILOT. Any
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savings generated by the PILOT disclosed in the Authority's re-underwriting of the
Development may be applied, at the sole discretion of an Authorized Officer of the Authority,
to reduce one or all of the Authority’s subordinate loans or be applied against any other
obligation that the ‘Mortgagor owes the Authority wrth any remalnder deposited in the .
DeveIopment’s Operatlng Reserve Cash account. 4

. Re5|dual recelpts and cost savings at the end of the const ructlon period:

Any cost savings and resrdual receipts ldentlfled inany post-constructlon cost certification or

“audit that would otherwise be used to pay down deferred developer fee will be applied to the

MREF loan interest, then principal, and then the HOME Loan interest and then pnncrpal rf
avallable ,

. Congggate Serwces

Prlor to Initial Closlng the sponsor must agree in writing to prowde congregate services as

descnbed in. the management and marketing plans for the tenants for the life of the -
Mortgage Loan, The services must include, at the option of the tenant, one meal per day,:
light housekeeping, laundry services, and handyman services. The cost of these services
must be paid from other than Mortgage Loan proceeds, development rentaI income, and
reslduaI recelpts

. Van Transportation:

The Mortgagor will enter into an agreement with the Authority to provide regular van -
transportatlon for the residents of the Development for the purposes of grocery and other
shopplng, and for recreational outings, at no charge to the tenants. The timres, frequency
and destination of the outing for which van transportation will be established by the -
Mortgagor, subject to the approval of the Authority’s Director of Asset Management, whose:
approval will not be unreasonably withheld. The van transportation shall be in-addition to -
Spec-Tran or: any -other service provided by the local public transportation system or its
equivalent. The cost of providing van transportation services may be paid from development™ -
operating funds, residual receipts, or mortgage loan proceeds, to the extent available. If,
however there are not sufficient funds from these sources, Mortgagor shall pay the cost of
providing the van transportation services from the Mortgagor s own- funds.

. Disbursement t‘hrogh' T|t_]e Company:

Prior to Initial Mortgage Loan Closing the general contractor must agree that all funds
disbursed for. the construction of the development will be disbursed directly through a title -
insurance company to subcontractors and suppliers: The agreement must be acceptable to
the Authority's Director of Legal Affalrs - :

DE_VELOPMENT TEAM AND SITE INFORMATION

MORTGAGOR: Lyon Senior Living, erlted D|v1dend Houslng Ass00|at|on
LLC ,
(PIRHL will own 65% and The Lockwood Companles will own
35%. .
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Name:
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David Burg

PIRHL Developers, LLC

800 West Saint Clair Avenue, 4t floor
Cleveland, OH, 44113 '

Mark Lockwood

Lockwood Companies, LLC
27777 Franklin Rd #1410
Southfield, Ml 48034

. DEVELOPMENT TEAM ANALYSIS:

A

Sponsor:
Name:

Address:

Individuals Assigned:
Telephone:

Fax:

E-mail:

PIRHL Developers LLC and The Lockwood Companies, .
LLC SR ‘
800 West Saint Clair Avenue, 4% floor

Cleveland, OH, 44113~

Kevin Brown
216-453-5775
216-378-9691
kbrown@pirhl.com

1. Experience: The PIRHL does not have experience working on Authority-
financed developments but has done similar projects in other states.
Lockwood Companies which has extensive experience' working with
‘Authority financed deals is included in the ownership with a minority interest.

2, " Interestin the Nortgagor and Members: PIRHL Developers LLC willown

.0065% and The Lockwood Companies, LLC will own .0035% and PNC
" Bank, National Association Affiliate of PNC Bank, National Association wiIII

own 99.99%.
Architect:
Name:

Address:

individual Assigned:

Ronald Lloyd )
16102 Chagrin Blvd. Suite 200
Shaker Heights, OH 44120

Ronald Lloyd
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Telephone: . 216-752-4300
Fax: 216-752-4301
E-Mail: howard@rdlarchitects.com

1. Experience: Architect has previous experience with Authority-financed
developments.

2, &chitect‘s License: License number 1301046349, exp. 10/31/2020.

_Attorney:
- 'Name: Dykema Gossett PLLC
Address: 400 Renaissance Center

Detroit, Ml 48243

Individual Assigned: ~ Rochelle Lento

Telephone: _ 313-568-5322
Fax: 855-245-9124
E-Mail: rlento@dykema.com

1. Experiénce: This firm has experience in closing Authority-financed - -
developments. '

Builder:
Name: PIRHL Contractors, LLC
Address:: 400 Renaissance Center

Detroit, Ml 48243

Individual Assigned: Rick Adante
Telephone: 216-462-0751
Fax: 216-378-9691
E-mail: radante@pirhl.com

1. Experience: The firm does not have previous experience in constructing

. Authority-financed developments, but they have the required experience in

construction. Because they are new to the Authority, they will have to
disburse the construction funds through a title company.

2. State Licensing Board Registration: License number 2101216978, with

Brian David Timpe as the qualifying officer with an expiration date of
05/31/2020. .

Management and Markéﬁing Agent:
Name: Lockwood Companies, LLC

Address: 27777 Franklin Rd, #1410
Southfield, MI 48034
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Individual Assigned: =~ Mark Lockwood
Telephone: 248-203-0991
Fax: : 248-203-6691
E-mail: ' mlockwood@Iockwoodcompanies.com

1.  Experience: This firm has significant experience managing Authorlty- N
flnanced developments. ‘

F. l_)eveloment Team Recommendation: Itis recommended to proceed with the -

development team.
. SITE DATA:

A. - Land Control/Purchase Price:
Option to purchase to PIRHL Acquisitions, LLC and Charter Townshlp of Lyon dated
September 4, 2018 for a price of $1,750,000.

B. Site Location:
Located between 20889 and 21001 Pontiac Trail in Lyon Township-and Oakland

~ County Parcel tax id 22-31-400-034.

C. Size of Site: .-
Approximately 18 acres.

D. Density:
The proposed 130 units is appropriate for the amount of land.

E. Physical Description:
1. Present Use: Vacant
2. Existing Structures: None
3. ‘Relocation Requirements: None

F. Zoning:
The property currently has two zoning de5|gnat|ons The 6-acre portlon abutting
Pontiac Trail is zoned B-2 (business district) and the remaining acreage is zoned
RM-2 (Multifamily District). The township requires the total of 16.5 acres to be zoned
RM-2 so the sponsor obtained a conditional rezoning of the B-2portion.

G. Contiguous Land Use:

1. North: Residential

2. South: Lyon GriII_and Bader and Sons Company
3. East: Pontiac Trail and Strip Mall driveway.

4. West: Residential and Laser lane.
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H. -Tax Information: _
’ The site is subject to full property taxes.

L Utilities:
DTE supplies the electricity.
. Consumers Energy supplies the natural gas.
Lyon Charter Township supplies the water and sewer.

J. Community Facilities:
1. Shopping: "
Kroger is located east across M59.
2. Recreation:

There are many recreational activities in the area and McHattie Park is the -
closest park about a mile and a half north of the site. '
Public Transportation:

The peoples express provides transportation to medical, shopping and

recreational appointments for city of South Lyon or Lyon Township residents age
50+ or disabled. Rides are provided through People's. Express and are
subsidized by the city of South Lyon or the Charter Townshlp of Lyon.

_Road Systems

The roads seem to be in good repair and M59 is a major north south road
through the area.

.Medical Services and other Nearby Amenities:

There are various clinics in the area and the closest hospital is Ascension
Providence Hospital in Novi about 7.7 miles north west.

Description of Surrounding Neighborhood:

Lots of new constructed homes and some newer cormercial. Overall area’
looks good.

Local Community Expenditures Apparent:

Lot of new construction activity in the area:

Indication of Local Support:

The community is supportlve of the proposal and is selling the developer the
property. :

ENVIRONMENTAL FACTORS:

A Phase | Environmental Slte Assessment was submitted to the Authority (see Standard
Condition'No. 16.).

DESIGN AND COSTING STATUS:

Architectural plans and specifications consistent with the scope of work have been reviewed*
by the Chief Architect. A response to all design review comments and the submission of
corrected and final plans and specifications must be made prior to initial closing.

This proposal will satisfy the State of Michigan barrier-free requirements, the Authority’s
policy regarding accessibility and non-discrimination for the disabled, the Fair Housing
Amendments Act of 1988, and the HOME requirements for barrier-free vision and hearing
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.designed units. -Construction documents must be acceptable to the Authontys Chief
Archltect
MARKET SUMMARY

. The Market study has been reviewed by the Authority’s Chief Market AnaIyst and found to be

acceptable. The Authority’s Chief Market Analyst has rev1ewed and approved the unit mix,
rental structure, and unit amenities.

EQUAL OPPQRTUNITY AND FAIR HOUSING:

_The contractor's Equal Emp]oyment Opportunity Plan is currently being reviewed and must B

be approved by the Authority’s Equal Employment Opportunity Officer prior to initial closing.
The management and marketing agent's Affirmative Fair Housing Marketing Plan has been
approved.

 MANAGEMENT AND MARKETING:

The management/marketing agent has submitted application level management and

: marketlng information, to be approved prior to initial closmg by the Authonty s Director of

Asset Management.
FINANCIAL STATEMENTS:

The eponsor’SIQUa‘rantor’s and the builder’s financial statements have been submitfed and
are to be approved prior to initial closing by the Authority’s Director of Rental Developmer_!t.

DEVELOPMENT SCHEDULING:

A. Mortgage Loan Commitment: July 2019

B. Initial Closing and Disbursement: September 2019
C. Construction Completion: March 2021

D. Cut-Off Date: January 2022
ATTACHMENTS:

A. Development Proforma
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. APPROVALS:

’I/l’l/l‘i

Andrew Martln T T Diate
Dlrector of Development .

]/ 6/20/?

"Clatenée L. Stone, 4. , - t 1 Date

Director of Legal Affai : :

| | W - 71819
' GaryHaidel x ' - ‘ S Date

. Acting Executive Director
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Development: Lyjor Township Senio
Financing Tax Exei
MSHDA No. ‘(3850‘

Total Development Incomé Potential

Annual Rental Income
- Annual.Non-Rental Income
- Total Project Revenue

" Total Develogmé'nt Expenses

Vacancy Loss.

* Management Fee
Administration’

" Project-paid Fuel
Common Electricity

.~ Water and Sewer

Operating and Maintenance

Real Estate Taxes

Payment in Lieu of Taxes (PILOT)
Insurance '

Replacement Reserve

Mortgage Assumptlons

Debt Coverage Ratio o
Mortgage Interest Rate -
Pay Rate i
Mortgage Term
Income from Operations:.

PerUnit  Tofal

21,132 2,747,196
191 24,780
21,323 2,771,976

50% of annual rent potential - 1691 2197
., 527 iper unit per year .

Instructlons

Initial

Future
" Inflation. | Beginning  Inflation
Factor in Year Factor
= 1.0% o6 2.0% .
0% 6 i 2.0%
Future Vacancy

- 8.0%. -

% of
Revenue

' |Total Expenses

Base Net Operating income

‘|Part A Mortgage Payment

Part A Mortgage

Non MSHDA Financing Mongage Payment

44.63% 9,617 1,237,192

11,806 1,534,784
48.15% . 10,266 1,334,595
179,883 23,384, 783

0: t

Non MSHDA Financing Type:*

o?'

. Base | Prolect ‘Cash Flow (excludes ODR)

722%. 1,540 200,489




Development Lyon Township Senior
. Financing Tax Exempt

MSHDA No. 3850
Step Commitment
Date 07/25/2019
-Type New Construction

P ”Ins.tl"uctiongf .

& Includedin. Includedin
. . . c| TaxCredit HistoricTC
TOTAL DEVELOPMENT. COSTS Per Unit . Total B Basis Basis, Per Unit Total
Acquisition . Project Reserves
Land 13,462 . Operating Assurance Reserv.” ' .~ "40 _j months [Fundéd in Cas 6,594
Exrslmg Buxld gs ) 0 Replacement Reserve gNot Requlred B 0
iotitery i Faf 192 Operating Deficit Reserve 0
Subtotal 13,654 Rent Subsidy Reserve 0
Construction/Rehabilitation . Syndicator Held Reserve 0
Off Site Improvements 0 :100%& o X Rent Lag Escrow 0
On-site Improvements 18,713 ; 1100%} 2,432,742 §%% : Tax and lnsurance Escnows 0
Landscaping and Imigation 141,519 1100%; 18,397,505 18, 397 505 0,
Structures 0: ;. 100%; 0 0 0}
Community Building and/or Maintenance Facility 0 : :100% 0 0 6,694
Construction not in Tax Credit basis {i.e.Carports end Commercial Space’ 923 ma. e &) Lk Mlscellaneous
General Requirements % of Contract  5.96% 9,601 i ‘100%; 1,248, 138 1,248,138 iDeposit to Development Operating Aooount (1 MGRF N6t Require 0
Builder Overhead % of Contract  1.99% 3,392 ’100% 441,009 441,009 iOther {Notin Basis) 0
Buitder Profit % of Contract  5.96% 10,381 a100% 1,349487 1,349,487 ,Other (in Basig): 0
Pemmils, C 9,795 1100%; 1,273.441 1,273,441 ‘Othier (In Basis); - I 0
i " 0 1100%:; 0 0 Subtotal 0
Subtotal 194,326
15% of acquisition and $16,000/unit test: {7~ i Total Acquisition Costs 13,654 1,776,000
Professional Fees Total Construction Hard Costs 194,326 .26,262,322
Design Architect Fees 359,108 Total Non-Construction ("Soft") Costs 48,836 6,348,561
Supervisory Architect Fees 89,777
EnglneenngISurvey 122,500 Developer Overhead and Fee
“Accountifighinancial management fees 0 Maxlmum 4,808,588 16,154 2,100,000
Subtotal 7.5%  iof Acquisition/Project Reserves 5% Attribution Test
Interim Construction Costs 15% *_of All Other Development Costs 2,160,000 6t
Property & Causalty Insurance 100% 60,000 60,000
Construction Loan Interest 100% 699,528 52 Total Development Cost 272,968 35,485,883
Title Work . 50% 30,000 §
Legal Fees (in Tax Credit Basis) 50% 60,000 g TOTAL DEVELOPMENT SOURCES % of TDC
Construction Taxes ’100%« 50,000 50,000 MSHDA Permmanent Mortgage 65.90% 179,883 23,384,783
‘Other. 0! oot 100%; ] 0 Conventional/Other Mortgage 0.00% 0 0
7,612 999,628 Equity Contribution from Tax Credit Syndication 10.72% 28,267 3,804,702
Permanent Financing MSHDA NSP Funds 0.00% [+ IR
Loan Commitment Fes to MSHDA 2% 4,710 612, 361 MSHDA HOME or Housing Trust Funds 10.19% 27,820 . 3,616,636 ,
‘Other: -, . T e - 0- Mortgage Resource Funds 10.19% 27,820 . - - 3,616,635
Subtotal 4,710 612 361 Other MSHDA: - . 0.00% 0 Tt
Other Costs (In Basis) . Local HOME 0.00%
Application Fee 32,000 ¢ 0 Income from Operations 1.77%
Market Study i ‘5, 300 { 1100% 5,300 Other Equity ° 0.00%
Environmental Studies : 130,375 1100% 30,375 Transferred Reserves: S 0.00%
Cost Cerfification 154 - 20,000~ 0 Other: Sale'of lot frontage DL 034%
Equipment and Fumnishings 5,127 | . 666, 500 :.98% 653,170 fiE Other: N . 0.00%
Temporary Tenant Relocation 0. < 100% 0 Deferred Developer Fee 0.89% .
Constmcnon Contingency 7,692 ; 100% 1,000,000 Total Permanent Sources 35,485,883 :
23 - 100% 3,000 2
12 1 1100% 1,500 Sources Equal Uses? Balanced
Subtotal 13,298 1 723 675 Surplus/(Gap) 0
Other Costs (NOT In Basls) . . )
Start-up and Organization 38! . " '8000" MSHDA Construction Loan 0.00% [ -
Tax Credit Fees (based on 2017 QAP) 26,653 fWithin Range] 25 " -.26653 Construction LoanRate .. 4 900%
Compliance Monitoring Fee (based on 2017 QAP) 197 ° " 25650 Repaid from equity prior to ﬁnal closmg 0
Marketing Expense 2,000 : "+ 260,000 .
Syndication Legal Fees 115 -+ 15,000 ' Eligible Basis for LIHTC/TCAP Value of LIHTC/TCAP
9,512 1 236 547 Acquisition 0 Acquisition 0
: 0 Construction 12,499,140 Construction 403,722 Overmide
Subtotal 12,068 1 SGB 850 Acquisition Credit % b Total Yr Credit 403,722 |
Rehab/New Const Credit % ; ity Pri i '80:9425
Summary of Acquisition Price Asof; - . Construction Loan Term Qualified Percentage $0.9425
Attributed to Land 1,750,000 1st Mortgage Balance B c MonthgQCT/DDA Basis Boost 3,804,702
Attributed to Existing Structure: 0 Subordinate Morigage(s) 7 Construction Contract [18]  [Mistoric? . _No;
Other: 25,000 Subordinate Morigage(s) ! . . |Holding Period (50% Test) N
Fixed Price to Seller 1,775,000 Subordinate Mortgags(s) il iConstruction Loan Period
R Initlal Owner's Equity Cal
Premium/(Deficit) vs Existing Debt 1,775,000 Equity Contribution from Tax Credit Syndication 3,804,702
Brownfield Equity T
Appralsed Value Valug As of.;, _Oclober 30, 2019 Historic Tax Credit Equity oo
“Encumbered As-Is" value as determined by appraisal: . 1,796,000 General Partner Capital Contributions ¢
Plus 5% of Appraised Value: 0 Other Equity Sources .
LESS Fixed Price to the Seller: 1,775,000
|Surplus/(Gap) __IiRin Range! 21,000 New Owner's Equity [ 3,804,702

100%"

Included in
Historic TC
Basis

Included in_
Tax Credit
Basis_

2,100,000 2,100,000
LIHTC Historic
Basls Basls

30,406,680 27,230,668

Gapto
Hard Debt
# of Units Ratlo
0.00 3N%
14.00
Deferred
Dev Fee
15.00%
Exlsting Reserve Analyslx

Insurance:

DCE Pnnupal

;
i
i

Other: s




Cash Flow Projections

Development Lyon Township Senior
Financing Tax Exempt
- MSHDA No. 3850 ~ -
Step Commitment
Date 07/25/2019

5 = 2 - Type New Construction
2 = g
£ 23
§ 2 3 .
g 8 35
£ O o 2 3 4 . 5 8 7 8 9 10
Income
Annual Rental Income 1.0%. 6 2.0% 2,747,198 2,774668 2802415 2,830,439 2,858,743 2915918 2,974,236 3,033,721 3,094,396 3,156,283
Annual Non-Rental Income 1.0% 6 2.0% 24,780 25,028 25,278 25,531 25,786 28,302 26,828 27364 - 27912 28,470
Total Project Revenue 2,771,976 2,799,696 2,827,693 2,855,970 2,884,529 2,942,220 3,001,064 3,061,086 3,122,307 3,184,753
Expenses ’ . . E :
Vacancy Loss 219,778 221,973 224,193 228,435 228,699 233,273 237,939 242,898 247,552 252,503
Management Fea 30% 1 3.0% 68,510 70,565 72,682 74,883 77,109 79,422° 81,805 84,259 86,788 89,390
Administration 30% 1 3.0% 296,438 305,331 314,491 323,926 333,644 343,653 353,962 364,581 375,519 386,784
Project-paid Fuel 3.0% 6 3.0% 10,000 10,300 10,609 10,927 11,255 11,593 11,941 12,299 12,668 13,048
Common Electricity 40% 6 3.0% 50,000 52,000 54,080 56,243 . 58,493 60,248 62,055 63917 65,834 87,809
Water and Sewer 50% 8 5.0% 55,000 57,750 60,638 63,669 66,853 70,195 73,705 77,391 81,260 85,323
Operating and Maintenance 30% 1 3.0% 180,468 165,280 170,238 - 175,346 180,608 188,024 191,605 197,353 203,274 209,372
Real Estate Taxes - 50% 1 5.0% 281,616 295,697 310,482 328,008 342,308 359,421 377,392 396,282 418,075 438,879
Payment in Lieu of Taxes (PILOT) 0 0 0 0 0 [1] [1] 0 0 0
Insurance 3.0% 1 3.0% 56,388 58,078 59,820 61,615 63,463 65,367 67,328 69,348 71,428 73,571
Replacement Reserve 3.0% 1 3.0% 39,000 40,170 41,375 42,816 43,895 45,212 46,568 47,965 49,404 . 50,888
Cther: 3.0% 1 3.0% . 0 ‘0 0 0 o 0 0 0 0 -0
Cther: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0
Subtotal: Operating Expenses 1,237,192 1,277,144 1,318608 1,361,646 1,406,322 1,454,408 1,504,300 1,556,071 1,609,800 1,665,565
Debt Service .
Debt Service Part A 1,334,595 1,334,595 1,334,595 1,334,595 1,334,595 1334595 1,334,595 1,334,595 1,334,595. 1,334,595
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0
Total Expenses 2,571,787 2,611,739 2,653,203 2,696,241 2,740,917 2,789,003 2,838,895 2,890,667 2,944,395 3,000,160
Cash Flow/{Deficit) 200,189 187,956 174,490 159,729 143,612 153,217 162,169 170,419 177,913 184,594
Cash Flow Per Unit . 1,540 1,448 1,342 1,229 1,105 1,179 1,247 1311 1,369 1,420
Debt Coverage Ratio on Part A Loan 1.15 1.14 1.13 1.12 1.11 1.1 1.12 1.13 1.13 1.14
Debt C: ge Ratio on C UCther Fil ing N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Interest Rate on Reserves 3% | Average Cash Flow as % of Net Income
Operating Deflcit Reserve (ODR) Analaysi:
Maintained Debt Coverage Ratio (Hard Debt) 1.00
Maintained Operating Reserve (No Hard Debf) { 250 |
Initial Balance . 0 0 o 0 0 0 0 1] 0 0 0
Total Annual Draw to achieve 1.0 DCR 0 0 0 0 0 0 0 0 0 0
Total Annual Deposit to achieve Maintained DCR 0 0 0 0 0 0 0 0 0 0
Total 1.0 DCR and Maintained DCR 0 0 0 0 0 0 0 0 0’ 0
Interest 0 0 0 0 0 0 0 0 0 0
Ending Balance at Maintained DCR 0 0 0 0 0 0 0 0 0 0
Maintained Cash Flow Per Unit 1,540 1,448 1,342 1,229 1,105 1,179 1,247 1,311 1,369 1,420
Maintained Debt Coverage Ratio on Part ALoan 1.15 1.14 1.13 1.12 1.1 1.1 1.12 1.13 1.13 1.14
Maintained Debt Coverage Ratio on C i Other - N/A N/A N/A N/A N/A N/A N/A N/A NA N/A
Standard ODR N 0 N
Non-standard ODR [ o 1]
Operating Assurance Reserve Analysis 857,262
Required in Year: |1t Initital Deposit . -
Initial Balance 857,262 857,262 882,980 909,470 936,754 964,856 993,802 1,023,816 1,054,324 1,085954 1,118,533
Interest Income 25,718 28,489 27,284 26,103 26,946 29,814 30,708 31,630 32,579 33,556
Ending Balance 682,980 809,470 936,754 964,856 993,802 1,023,616 1,054,324 1,085,954 1,118533 1,152,089
Deferred Developer Fee Analysis
Initiat Balance 315,000 114,811 0 0 0 0 0 0. 0 0
Dev Fee Paid . 200,189 114,811
Ending Balance Repaidinys 0 114,811 1] 1] 1] 1] 0 1] 0 0. 0
Mortgage Resource Fund Loan
Interest Rate on Subordinate Financin| 3% Initial Balance .
Principal Amount of all MSHDA Soft Funds 3,616,635 3,616,635 3,616,635 3,616,635 3616635 3,816635 3618635 3,616,635 3618635 3,616635 3,618,635
Cumrent Yr Int 108,499 108,499 108,499 108,499 108,499 108,499 108,499 108,499 108,499 108,499
Accrued Int 0 108,499 180,425 201,679 230,314 267,007 298,898 326,312 349,602 369,144
Subtotal 3725134 3833633 3905559 3,926,814 3955448 3,992,141 4,024,032 4,051,446 4074738 4,094,278
Annual Payment Due 0 38,573 87,245 79,884 71,808 76,608 81,085 85,210 88,956 92,297
Year End Balance 3,646,949 3,883,642 3,915,533 3,942,947 3,966,237 3,985,779 4,001,982

3725134 3,797,060 3,818,314




Cash Flow Projections

5 5 8
5 © § :
£ I & :
E » o 1" 12 13 14 15 16 17 18 19 20
Income . . : . . -
Annual Rental Incoma 1.0% 6 20% 3,219,409 3,283,797 3,349,473 3416463 3484792 35544088 3,025,578 3698,089 3,772,051 3,847,492
Annual Non-Rental lncome 1.0% 6 20% 29,039 29,620 30,213 30,817 31,433 32,062 32,703 33,357 - 34,024 34,705
Total Project Revenue 3,248,449 3,313,418 3,379,686 3,447,260 3,516,225 3,586,550 3,658,281 3,731,446 3,806,075 3,802,197
Expenses ’ .
Vacancy Loss 257,553 282,704 287,958 273317 278783 284359 290,046 295847  301,784° 307,799
Management Fee 30% 1 3.0% 92,072 94,834 97,870 100,609 103,828 108,736 109,938 113,237 116,634 . 120,133
Administration . . . 3.0% 1 3.0% 398,388 410,340 422,850 435,329 448,389 481,841 475,698 489,967 504,666 519,808
Project-paid Fue! 3.0% 6 3.0% 13,439 13,842 ° 14,258 14,685 15,126 15,580 18,047 16,528 17,024 17,535
Common Electricity _40% 6 3.0% 69,844 71,939 74,097 76,320 78,610 80,9688 83,397 - 85,899 88,476 91,130 °
Water and Sewer . 50% 68 5.0% 89,589 94,089 98,772 103,711 108,898 114,341 120,058 126,061 132,384 138,982
Operating and Maintenance . 30% 1 3.0% 215853 222,122 228,786 235650 242,719 250,001 257,501 265,226 2731183 281,378
Real Estate Taxes 50% 1 5.0% 458,723 481,659 505,742 531,029 557,580 585,459 814,732 845,469 877,742 711,630
Payment in Lieu of Taxes (PILOT) 0 0 0 .0 0 0. 0 0 0 0
Insurance 30% 1 30% 75,778 78,051 80,393 82,805 85,289 87,848 90,483 93,197 95,993 98,873
Replacement Reserve T30% 1 3.0% 52,413 53,985 55,605 57,273 58,991 60,761 62,584 684,461 66,395 ' 68,387
Other: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0 0
Other: - 3.0% -1 3.0% 0 0 0 0 0 0 0 0 0
Subtotal: Operating Expenses 1723451 1783545 1,845939 1,910,728 1,978011 2,047,893 2,120,482 2,195,892 2274241 2355653
Debt Service )
Debt Service Part A 1,334,595 1,334,595 1,334,595 1,334,595 1,334,595 1,334,595 1,334,595 1,334,595 1,334,595 1,334,595
Debt Service Conventional/Other Financing 0 0 0 0 0 0 ) 0 0 0
Total Expenses 3,056,046 3,118,140 3,180,534 3,245,323 3,312,606 3,382,488 3,455,078 3,530,487 3,608,836 3,690,248
Cash Flow/(Deficit) 190,403 195,277 199,152 201,957 203,619 204,061 203,203 200,959 197,239 191,949
Cash Flow Per Unit 1,485 1,502 1,532 1,554 1,566 1,570 1,563 1,546 1517 1477
Debt Coverage Ratio on Part A Loan 1.14 1.15 1.15 1.15 1.15 1.15 1.15 1.15 1.15 1.14
Debt C ge Ratio on C: ional/Other Fi ing N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Interest Rate on Reserves |- 3% ]
Operating Deficit Reserve (ODR) Analaysis
Maintained Debt Coverage Ratio (Hard Debt) 1 oo
Maintained Operating Reserve (No Hard Debt) Initial Deposnt .
Inittal Balance 0 0 0 0 0 0 0 0 0 0
Total Annual Draw to achieve 1.0 DCR 0 0 0 0 0 0 0 0 0 0
Total Annual Deposit to achieve Maintained DCR 0 0 0 0 0 0 0 0 0 0
Total 1.0 DCR and Maintained DCR 0 0 0 0 0 0 0 0 0 0
Interest 0 0 0 0 0 0 0 0 0 0
Ending Balance at Maintained DCR 0 0 .0 0 ‘0 0 0 0 0 0
Maintained Cash Flow Per Unit 1,465 1,502 1,532 1,554 1,566 1,570 1,563 1,546 1,517 1477
Maintained Debt Coverage Ratio on Part ALoan 1.14 1.15 1.15 1.1 1.15 1.15 115 A5 1.15 1.14
Maintained Debt Coverage Ratio on C d Other N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Standard ODR [1] ’
Non-standard ODR
Operating Assurance Reserve Analxsls . 857,262
Required in Year: %;1 E Initital Deposit L
Initial Balance 857,262 1,152,089 1,188,651 1,222,251 1,268,919 1,296,686 1,335587 1,3756854 1,416,924 1459432 1,503,215
Interest Incoms 34,563 35,600 38,668 37.768 38,901 40,088 41,270 "42,508 43,783 45,098
Ending Balance 1,186,851 1,222,251 1,258,919 1,298,666 1,335,587 1,375654 1,416,924 1,459,432 1,503,215 1,548,311
Deferred Developer Fee alysls
Initial Balance 0 0 [ 0 0 0 0 0 0 -0
Dev Fee Paid
Ending Balance Repaidinys 0 - 0 . 0 0 0 0 0 0 0 0 0
Mortgage Resource Fund Loan : , .
Interest Rate on Subordinate Financing 3% ] Initial Balance - .
Principal Amount of all MSHDA Soft Funds 3,616,635 3,616,835 3618635 3616635 3,616635 36166835 3616635 23616635 3,616,635 3,616,635 3,616,635
Current Yr Int . 108,499 108,499 108,499 108,499 108,499 108,499 108,499 108,499 108,499 108,499
Accrued Int 385,347 398,644 409,505 418,428 425,948 432,838 439,106 448,004 454,023 483,903
Subtotal 4110481 4,123,778 4,134.839 4,143,562 4,151,082 4,157,772 4,184,240 4,171,138 4,179,157 4,189,037
Annual Payment Due 95,201 97,639 99,576 100,976 - 101,809 102,031 101,602 100,479 98,619 95,974
Year End Balance 4015279 4,026,140 4,035083 4,042,583 4,049,273 4,055741. 4,062,639 4,070,658 4,080,538 4,093,063




MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

RESOLUTION DETERMINING MORTGAGE LOAN FEASIBILITY
LYON TOWNSHIP SENIOR LIVING, MSHDA DEVELOPMENT NO. 3850
CHARTER TOWNSHIP OF LYON, OAKLAND COUNTY

July 25, 2019

WHEREAS, the Michigan State Housing Development Authority (the "Authority") is authorized
under the provisions of Act No. 346 of the Public Acts of 1966 of the State of Michigan, as
amended (the "Act"), to make mortgage loans to qualified non-profit housing corporations,
consumer housing cooperatives and limited dividend housing corporations and associations; and

WHEREAS, an Application for Mortgage Loan Feasibility has been filed with the Authority by
PIRHL Developers, LLC (the "Applicant") for an elderly housing project to be located in the Charter
Township of Lyon, Oakland County, Michigan, having an estimated total development cost of
Thirty Five Million Four Hundred Eighty Five Thousand Eight Hundred Eighty-Three Dollars
($35,485,883), a total estimated maximum mortgage loan amount of Twenty Three Million Three
Hundred Eighty Four Thousand Seven Hundred Eighty-Three Dollars ($23,384,783) and a
Mortgage Resource Fund loan in the amount of Three Million Six Hundred Sixteen Thousand Six
Hundred Thirty-Five Dollars ($3,616,635) (hereinafter referred to as the "Application"); and

WHEREAS, a housing association to be formed by the Applicant may become eligible to receive
a mortgage loan from the Authority under the provisions of the Act and the Authority's General
Rules; and

WHEREAS, the Acting Executive Director has forwarded to the Authority his analysis of the
Application and his recommendations with respect thereto; and

WHEREAS, the Authority has considered the Application in the light of the Authority's project
mortgage loan feasibility evaluation factors.

NOW, THEREFORE, Be It Resolved by the Michigan State Housing Development Authority as
follows:

1. The following determinations be and they hereby are made:

a. The proposed housing project will provide housing for persons of low and
moderate income and will serve and improve the residential area in which
Authority-financed housing is located or is planned to be located, thereby
enhancing the viability of such housing.

b. The Applicant is reasonably expected to be able to achieve successful
completion of the proposed housing project.

C. The proposed housing project will meet a social need in the area in which
it is to be located.

d. A mortgage loan, or a mortgage loan not made by the Authority that is a
federally-aided mortgage, can reasonably be anticipated to be obtained to



provide financing for the proposed housing project.
e. The proposed housing project is a feasible housing project.

f. The Authority expects to allocate to the financing of the proposed housing
project proceeds of its bonds issued or to be issued for multifamily housing
projects a maximum principal amount not to exceed Twenty Seven Million
Three Hundred Ninety Three Thousand Seven Hundred Dollars
($27,393,700).

2. The proposed housing project be and it is hereby determined to be feasible for a
mortgage loan on the terms and conditions set forth in the Mortgage Loan Feasibility/ Commitment
Report of the Authority Staff presented to the Meeting, subject to any and all applicable
determinations and evaluations issued or made with respect to the proposed housing project by
other governmental agencies or instrumentalities or other entities concerning the effects of the
proposed housing project on the environment as evaluated pursuant to the federal National
Environmental Policy Act of 1969, as amended, and the regulations issued pursuant thereto as
set forth in 24 CFR Part 58.

3. The determination of feasibility is based on the information obtained from the
Applicant and the assumption that all factors necessary for the successful construction and
operation of the proposed project shall not change in any materially adverse respect prior to the
closing. If the information provided by the Applicant is discovered to be materially inaccurate or
misleading, or any factors necessary for the successful construction and operation of the
proposed project change in any materially adverse respect, this feasibility determination
resolution may, at the option of the Executive Director, the Chief Housing Investment Officer, the
Director of Legal Affairs, the Deputy Director of Legal Affairs, the Chief Financial Officer, the
Deputy Director of Finance or any person duly authorized to act in any of the foregoing capacities
(each an "Authorized Officer"), be immediately rescinded.

4. Neither this determination of feasibility nor the execution prior to closing of any
documents requested to facilitate processing of a proposed mortgage loan to be used in
connection therewith constitutes a promise or covenant by the Authority that it will make a
Mortgage Loan to the Applicant.

5. This determination of Mortgage Loan Feasibility is conditioned upon the availability
of financing to the Authority. The Authority does not covenant that funds are or will be available
for the financing of the subject proposed housing development.

6. The Mortgage Loan Feasibility determination is subject to the conditions set forth
in the Mortgage Loan Feasibility/ Commitment Staff Report dated July 25, 2019, which conditions
are hereby incorporated by reference as if fully set forth herein.



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

RESOLUTION AUTHORIZING MORTGAGE LOAN
LYON TOWNSHIP SENIOR LIVING, MSHDA DEVELOPMENT NO. 3850
CHARTER TOWNSHIP OF LYON, OAKLAND COUNTY

July 25, 2019

WHEREAS, the Michigan State Housing Development Authority (the "Authority") is authorized,
under the provisions of Act No. 346 of the Public Acts of 1966 of the State of Michigan, as
amended (hereinafter referred to as the "Act"), to make mortgage loans to qualified nonprofit
housing corporations, consumer housing cooperatives, limited dividend housing corporations and
associations and certain qualified individuals; and

WHEREAS, an application (the "Application") has been filed with the Authority by PIRHL
Developers, LLC (the "Applicant") for a construction and permanent mortgage loan in the amount
of Twenty Three Million Three Hundred Eighty Four Thousand Seven Hundred Eighty-Three
Dollars ($23,384,783), for the construction and permanent financing of a housing project having
an estimated total development cost of Thirty Five Million Four Hundred Eighty Five Thousand
Eight Hundred Eighty-Three Dollars ($35,485,883), to be known as Lyon Township Senior Living,
located in the Charter Township of Lyon, Oakland County, Michigan, and to be owned by Lyon
Senior Living Limited Dividend Housing Association, LLC (the "Mortgagor"); and

WHEREAS, the Applicant has also requested a Mortgage Resource Fund loan in the estimated
amount of Three Million Six Hundred Sixteen Thousand Six Hundred Thirty-Five Dollars
($3,616,635) (the "MRF Loan") and a mortgage loan under the HOME Investment Partnerships
Program using HOME funds in the estimated amount of Three Million Six Hundred Sixteen
Thousand Six Hundred Thirty-Five Dollars ($3,616,635) (the "HOME Loan"); and

WHEREAS, the Acting Executive Director has forwarded to the Authority his analysis of the
Application and his recommendation with respect thereto; and

WHEREAS, the Authority has reviewed the Application and the recommendation of the Acting
Executive Director and, on the basis of the Application and recommendation, has made
determinations that:

(a) The Mortgagor is an eligible applicant;

(b) The proposed housing project will provide housing for persons of low and
moderate income and will serve and improve the residential area in which
Authority-financed housing is located or is planned to be located thereby
enhancing the viability of such housing;

(c) The Applicant and the Mortgagor are reasonably expected to be able to achieve
successful completion of the proposed housing project;

(d) The proposed housing project will meet a social need in the area in which it is to
be located;



(e) The proposed housing project may reasonably be expected to be marketed
successfully;

(f) All elements of the proposed housing project have been established in a manner
consistent with the Authority's evaluation factors, except as otherwise provided
herein;

9) The construction or rehabilitation will be undertaken in an economical manner and
it will not be of elaborate design or materials; and

(h) In light of the estimated total project cost of the proposed housing project, the
amount of the mortgage loan authorized hereby is consistent with the requirements
of the Act as to the maximum limitation on the ratio of mortgage loan amount to
estimated total project cost.

WHEREAS, the Authority has considered the Application in the light of the criteria established for
the determination of priorities pursuant to General Rule 125.145 and hereby determines that the
proposed housing project is consistent therewith; and

WHEREAS, Sections 83 and 93 of the Act provide that the Authority shall determine a reasonable
and proper rate of return to limited dividend housing corporations and associations on their
investment in Authority-financed housing projects.

NOW, THEREFORE, Be It Resolved by the Michigan State Housing Development Authority as
follows:

1. The Application be and it hereby is approved, subject to the terms and conditions
of this Resolution, the Act, the General Rules of the Authority, and of the Mortgage Loan
Commitment hereinafter authorized to be issued to the Applicant and the Mortgagor.

2. A construction and permanent mortgage loan (the "Mortgage Loan") be and it
hereby is authorized and the Executive Director, the Chief Housing Investment Officer, the
Director of Legal Affairs, the Deputy Director of Legal Affairs, the Director of Finance, or any
person duly authorized to act in any of the foregoing capacities, or any one of them acting alone
(each an "Authorized Officer"), are hereby authorized to issue to the Applicant and the Mortgagor
the Authority's Mortgage Loan Commitment (the "Commitment") for the construction and
permanent financing of the proposed housing project in an amount not to exceed Twenty Three
Million Three Hundred Eighty Four Thousand Seven Hundred Eighty-Three Dollars
($23,384,783), and to have a term of forty (40) years after amortization of principal commences
and to bear interest at a rate of Four and 90/100 percent (4.9%) per annum. The amount of
proceeds of tax exempt bonds issued or to be issued and allocated to the financing of this housing
project shall not exceed Twenty Seven Million Three Hundred Ninety Three Thousand Seven
Hundred Dollars ($27,393,700). Any Authorized Officer is hereby authorized to modify or waive
any condition or provision contained in the Commitment.

3. The MRF Loan be and it hereby is authorized and an Authorized Officer is hereby
authorized to issue to the Applicant and the Mortgagor a commitment for a MRF Loan (together
with the commitment for the Mortgage Loan, the "Mortgage Loan Commitment") in the estimated
amount of Three Million Six Hundred Sixteen Thousand Six Hundred Thirty-Five Dollars
($3,616,635), and to have a term not to exceed fifty (50) years and to bear interest at a rate of
three percent (3%) per annum.



4. The mortgage loan commitment resolution and issuance of the Mortgage Loan
Commitment are based on the information obtained from the Applicant and the assumption that
all factors necessary for the successful construction and operation of the proposed project shall
not change in any materially adverse respect prior to the closing. If the information provided by
the Applicant is discovered to be materially inaccurate or misleading, or any factors necessary for
the successful construction and operation of the proposed project change in any materially
adverse respect, this mortgage loan commitment resolution together with the commitment issued
pursuant hereto may, at the option of an Authorized Officer, be rescinded.

5. Notwithstanding passage of this resolution or execution of any documents in
anticipation of the closing of the proposed mortgage loan, no contractual rights to receive the
mortgage loan authorized herein shall arise unless and until an Authorized Officer shall have
issued a Mortgage Loan Commitment and the Applicant shall have agreed in writing within fifteen
days after receipt thereof, to the terms and conditions contained therein.

6. The proposed housing project be and it hereby is granted a priority with respect to
proceeds from the sale of Authority securities which are determined by the Executive Director to
be available for financing the construction and permanent loans of the proposed housing project.
Availability of funds is subject to the Authority's ability to sell bonds at a rate or rates of interest
and at a sufficient length of maturity so as not to render the permanent financing of the
development unfeasible.

7. In accordance with Section 93(b) of the Act, the maximum reasonable and proper
rate of return on the investment of the Mortgagor in the housing project be and it hereby is
determined to be twelve percent (12%) per annum initially. Following the payment in full of the
MRF Loan and the HOME Loan, the Mortgagor's rate of return may be increased by one percent
(1%) annually until a cap of twenty-five percent (25%) is reached.

8. The Mortgage Loan shall be subject to, and the Commitment shall contain, the
conditions set forth in the Mortgage Loan Feasibility/ Commitment Staff Report dated July 25, 2019
(the “Staff Report”), which conditions are hereby incorporated by reference as if fully set forth
herein.

9. A waiver is granted for the Multifamily Direct Lending Parameters as described in
the Staff Report.



M E M O R A N D U M

- TO: . '_ Authority Members ' s e
_FROM: - | Gary Heidel, Acting Executlve Director %‘7 M o
DATE: July 25, 2019

" RE: - McCoy Townnouses, MSHDA No. 527-2

Reoommendati(:n:

| recornmend the Michigan State Housing Development Authority (the “Authority”) approve of i)

~ . adjusting the equity calculatlon used to determine the mortgagor's return on equity, ii) allowing

 limited dlstnbutlons to be cumulative, and iii) an amendment to the Preservation Fund mortgage
- hote to require fifty percent (50%) .of surplus cash be used to repay the Preservation Fund
mortgage.

Execuglve Summa;y_

McCoy Townhouses is a Section 8 family development located in the Clty of Detroit. The
development was originally constructed in 1979 with construction and permanent financing from

the Authority. McCoy Townhouses consists of thirteen (13) two-story buildings housing a total of -
- seventy-four (74) units. '

. The owner has requested modifying the equity calculation used to determine the owner’s return .
on equity: In 2008 when the development went through the Preservation Program the Authority -
had two separate methods of calculating the owner's equity. Properties that previously had
Authority financing used a true-equity calculation that applied the equity figure from the. orlgmal
1979 loan and also included all principal payments made. The second calculation of owner’s
equity, used for all developments that did not previously have Authority financing, was the total
) development cost less the following costs: mortgage debt (first and second mortgages),
operating income, and deferred developer fee. The second method typlcally calculated a- muoh
higher. potential distribution. . -

By allowing'the owners to change their calculation.method the equity amount would increase .

_from $1,284,703 to $2,209,701. The amount of maximum distribution would increase from
$154,164 to $265,164. In exchange for this change, the mortgagor has agreed to increase the

amount of surplus which will be applied toward the second mortgage This figure will increase EE

* from 25% of annual surpius cash'to 50%.

. lssues, Policy Considerations. and Related Actions:

None.



| S D ACTION REPORT

MICHIGAN STATE HOUSING DATE: - June 4, 2019

DEVELOPMENT AUTHORITY ASSET MANAGER: ~Justin Wieber

MSHDA #: _527-2

DEVELOPMENT NAME: NcCoy Townhouses (fka
Research Park Il)

LOCATION: 5569 John C Lodge
Detroit, NI 48202

ASSIGNED ATTORNEY: _Laurie Kelly -

MANAGEMENT AGENT: Independent Management
Service

MANAGING GENERAL ~American Community
PARTNER (S): Developers, Inc.

TAX CREDIT SYNDICATOR: PNC Multifamily Capital
Institutional Fund XL LP

RECOMMENDATION:

I recommend Michigan State Housing Development Authority (“Authority”) approval of i)
an adjustment to the equity calculation used to determine the owner’s return on equity, ii)
allowing limited distributions to be cumulative, and iii) an amendment to the Preservation
Fund mortgage note to require fifty percent (50%) of surplus cash be used to repay the
Preservation Fund mortgage loan.

1L BACKGROUND:

McCoy. Townhouses is a Section 8 family development located in the City of Detroit. The
development was originally constructed in 1979 with construction and permanent
financing from the Authority. McCoy Townhouses consists of thirteen (13) two-story
buildings housing a total of seventy-four (74) units.

In 2008 the original mortgage was prepaid, and the property was sold to the current owner.
The development was approved as a participant in the Authority’s Section 8 Preservation
program at that time and received a new first mortgage of $3,190,000 and a Preservation
Fund (now referred to as the Mortgage Resource Fund) mortgage in the amount of
$1,391,945. The original Housing Assistance Program (“HAP”) contract was cancelled in
2008 and the development received a new HAP contract from the U.S. Department of
Housing and Urban Development (‘HUD”) covering 100% of the units.

In 2008 when McCoy Townhouses entered the Section 8 Preservation Program the
Authority limited the owner’s return on equity based on: 1) the original equity invested at
the time the development was originally constructed, plus 2) the total monthly principal
payments made on the original mortgage by the previous owner (prior to the prepayment).
The total equity based on this calculation is $1,284,703. Limited dividend payments are
capped at 12% of the equity amount per year, which is $154,164. Limited dividends are
also considered non-cumulative and therefore cannot be carried forward to subsequent
years if there are insufficient surplus funds to pay the full distribution amount in a given
year. The terms of the Preservation Fund mortgage require 25% of surplus funds available
for distribution be used to repay the outstanding loan balance.



McCoy Townhouses, MSHDA #527
June 4, 2019

Page 2

The Mortgagor has requested a modification of the equity calculation used to determine
the return on equity. In 2008 when the development went through the Preservation
Program the Authority had two separate methods of calculating the owner's equity.
Properties previously financed by the Authority used the first method described above.
The second method used to calculate owner’s equity, used for all developments that did
not previously have Authority financing, tallied the total development cost less the
following costs: mortgage debt (first and second mortgages), operating income, and
deferred developer fee. When this method was used limited distributions were allowed to
be cumulative, and fifty percent (50%) of surplus cash was required to pay the second
mortgage. The owners have requested the development be allowed to switch to the
second method of equity calculation.

Using the proposed.method of equity calculation, the owner's equity for McCoy
Townhouses would be $2,209,701. This would result in an annual limited dividend cap of
$265,164. This change will also allow the Authority to receive larger annual surplus cash
payments on the Preservation Fund Mortgage Loan which in turn would help create
additional affordable housing opportunities in the State of Michigan.

CURRENT FINANCIAL CONDITION

A. The development currently has 0 vacant units (0%) with an economic vacancy of
2.48%.

B. Liquidity has increased from $301,526 in April 2018 to $384,656 in April 2019.

C. The development currently has $1,221 in receivables, of which $107 (8.7%) are over
30 days.

D. The development currently has $14,694 in payables, of which $0 (0.0%) are over 60
days.

SUMMARY OF PROPOSAL:

A. The Regulatory Agreement will be amended to change the owner’s equity calculation.
The new method of calculating owner’s equity will be total development operating cost,
less the following: first mortgage, second mortgage, interim operating income, and
deferred developer fee. The results of the new equity calculation are as follows:
Total Development Operating Cost: $ 7,186,222
Less First Mortgage: $ (3,190,000)
_Less Second Mortgage: $ (1,391,945)
Less Interim Operating Income: $ (162,043)
Less Deferred Developer Fee: $  (232,533)
Owner’s Equity: $ 2,209,701
As a result of the change in owner’s equity the maximum annual limited dividend will
be capped at $265,164.
This change will go into effect during the 2019 audit year. All distributions prior to the
2019 audit year will remain non-cumulative.
The Regulatory Agreement will be amended to allow the owner’s return on equity to
be cumulative.
The Preservation Fund mortgage note will be amended to require fifty percent (50%)
of surplus cash as determined by the annual audit of the development s operations be
used to repay the Preservation Fund mortgage.
F. Authority staff has verified that no open conditions. exist related to this development,
for either the owner or agent.

m O O W



. McCoy Townhouses, MSHDA #527
June 4, 2019 .
Page 3

Iv. CURRENT DEVELOPMEN"II' STATUS:

Program Type: Section 8 Preservation, LIHTC
Original Mortgage Amount: $3,190,000

Current Mortgage Balance: $2,643,325

Payment Status: Current

Current Interest Rate: 5.95%

Mortgage Prepayment Eligibility Date: April 1,2023
Preservation Original Mortgage Amount:  $1,391,945
Preservation Current Mortgage Balance: $1,344,288
Preservation Deferred Interest Balance: $3,361
Preservation Interest Rate: 3% Deferred
LIHTC Initial Compliance End Date: December 31, 2022
LIHTC Ext. Use Compliance End Date:  December 31, 2052

Vacancy: 0 Units are Vacant or 0%
Economic Vacancy 2.48%

Reserve and Escrow Balances as of May 30, 2019:

Replacement Reserve: $ 544,539
Operating Assurance Escrow: $ 450,522
ORC: $ 8,117

Financial Status:
Liquidity:
One Month’s Rent Potential:

384,656
88,850

/L &h

Prior Authority Action:
- o November 15, 1990 — Resolution Authorizing Partial Sale of Development Site
e November 24, 2007 — Resolution Determining Mortgage Loan Feasibility
o November 24, 2007 — Resolution Authorizing Mortgage Loan Commitment

V. RENT SCHEDULES:

| #Units | - Current T Utility .
:Vacant |- ‘Rents. . | Allowanc
5 $127
3BR 0 $170
TOTAL 0




McCoy Townhouses, MSHDA #527
June 4, 2019
-Page 4

VL. SPECIAL CONDITIONS AND/OR REQUIREMENTS:

>

The Mortgagor must enter into modifications of loan documents, regulatory
agreements, partnership agreements and into any additional documents deemed
necessary by the Director of Legal Affairs to effectuate the terms and conditions
outlined in this report



McCoy Townhouses, MSHDA #527
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" APPROVED:

Michael Witt
‘Director of Asset, Management

“

&Mz«&m

Kelly Roszr/n)
 Chief Housing Solutlons Offi cer

 ClAféndéT Stone, 5. |/
Director of Legal Affaire '

%M

.Gary Heidel -
" Acting Executive Director
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY
RESOLUTION AUTHORIZING MODIFICATION TO MORTGAGE TERMS
MCCOY TOWNHOUSES, MSHDA DEVELOPMENT NO. 527-2
CITY OF DETROIT, WAYNE COUNTY

JULY 25, 2019

WHEREAS, the Michigan State Housing Development Authority (the “Authority”) has made a
construction and permanent mortgage loan to McCoy 2006 Limited Dividend Housing Association
L.C.C. (the "Mortgagor") in the original principal amount of $3,004,322 (the "Mortgage Loan") and
a Preservation Fund Mortgage Loan in the amount of $1,391,945 (the “Preservation Fund Loan”
now known as a Mortgage Resource Fund Loan) for the acquisition and construction or
rehabilitation of McCoy Townhouses, MSHDA Development No. 527-2 (the "Development") under
the Authority's Section 8 Preservation Program; and

WHEREAS, the Mortgagor is requesting certain modifications to the Regulatory Agreement
entered into at the time of the Mortgage Loan, including an adjustment to the equity calculation
used to determine the owner’s return on equity and allowing limited distributions to be cumulative;
and

WHEREAS, in exchange for the Regulatory Agreement modifications the Mortgagor is willing to
amend the Preservation Fund Mortgage Loan note to require fifty percent (50%) of surplus cash
be used to repay the note instead of twenty-five percent (25%); and

WHEREAS, for the reasons set forth in the staff Action Report dated July 4, 2019, which is
attached hereto and incorporated herein, the Acting Executive Director has recommended that
the Regulatory Agreement, the Preservation Fund Loan Mortgage note and other related loan
documents be modified as set forth in the Action Report; and

WHEREAS, the Authority concurs in the recommendation of the Acting Executive Director.

NOW, THEREFORE, the Michigan State Housing Development Authority hereby resolves as
follows:

1. The loan modification proposal for McCoy Townhouses, MSHDA No. 527-2 as set forth in
the accompanying Action Report is hereby approved and further, the Executive Director,
the Director of Legal Affairs, the Chief Financial Officer, or any person duly acting in such
capacity (each, an "Authorized Officer"), or any of them, is hereby authorized to take any
further actions that, in the discretion of the Authorized Officer, are necessary to effectuate
the proposal as set forth in the Action Report.



M'EM»-ORA-NDUMV

TO: - Authority Members é? M

FROM: " - Gary-Heidel, Acting Executive Director
DATE: July 25, 2019
'RE: - Requestfor Authorization_ to Amend the Perich Advertising + Design Contract

~

- Recommendation:

| recommend that the Michigan State Housing Development Authority (“Authorlty") authonze
amending the existing contract (the “Contract”) with Perich Advertising + Design (the “Contractor”)
* to continue providing marketing and communications services to the Authority. The proposed
amendment will extend the agreement térm for an additional year at an additional cost- of .
$900, 000

Executlve Summam

+ The Authorlty originally approved the Contract with a three-year term at its regularly scheduled

meeting on September 14, 2016. Thé Contractor is a full-service advertising and public relations
agency ‘with more than 25 years' experience and has performed Authority-related services at a
high level. The amendment will ensure that the Authority’s media and advertising needs are met.
The Contractor will continue providing the Authority with ‘services -related to media/advertising
account(s) management, planning, strategy, creative-development, digital, public relations, social -

media, ‘sponsorship assessment, media planning, media -buying, and tracklng return on
investment. . -

This service has been preauthorlzed by the CIVI| Servrce Commission; therefore add|t|ona| CIVIl
Service approval is not required.

Issues, Policy Consu!eratlons, and Related Actions: .

None



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

RESOLUTION AUTHORIZING THE EXTENSION AND BUDGET INCREASE OF
PROFESSIONAL SERVICES CONTRACT WITH PERICH ADVERTISING + DESIGN

July 25, 2019

WHEREAS, the Michigan State Housing Development Authority (the "Authority") has received the
report of the Acting Executive Director regarding the extension of the professional services
contract to perform media and advertising services to enhance state and local promotion efforts,
and to assist in performing functions that extend the Authority’s public relations and marketing
capabilities; and

WHEREAS, on September 14, 2016, the Authority approved a professional services contract
(“Contract”) with Perich Advertising + Design for a term beginning on or about October 1, 2017
and ending September 30, 2019 for an amount not to exceed Six Million Forty-Five Thousand
Dollars ($6,045,000); and

WHEREAS, the Acting Executive Director has recommended that the Authority approve an
additional one-year extension to the Contract with an additional increase in the Contract budget
not to exceed Nine Hundred Thousand Dollars ($900,000); and

WHEREAS, if the proposed one-year extension and budget increase of Nine Hundred Thousand
Dollars ($900,000) are approved, the total budget over the amended term of the Contract with
Perich Advertising + Design will total Six Million Nine Hundred Forty-Five Thousand Dollars
($6,945,000); and

WHEREAS, these services are pre-authorized by the Civil Service Commission; and

WHEREAS, the Authority concurs in the report and recommendation of the Acting Executive
Director.

NOW, THEREFORE, Be It Resolved by the Michigan State Housing Development Authority, that
the Executive Director, the Director of Legal Affairs, the Chief Financial Officer, or any person
duly acting in such capacity (each, an "Authorized Officer"), or any of them, is hereby authorized
to enter an amendment to the professional services contract with Perich Advertising + Design to
(a) extend the term of the professional services contract for a period beginning on or about
September 30, 2019 and ending September 29, 2020 and (b) increase the maximum contract
amount of the professional services contract by an amount not to exceed Nine Hundred Thousand
Dollars ($900,000), as described above and in the accompanying memorandum.
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* MONEY SPENT

Michigan Homeowner Assistance Nonprofit Housing Corporation (MHA)
Step Forward Michigan :
PO Box 30632 e e Lansing, Ml 48909-8132 .
Phone (866) 946-7432 ¢ Fax (517) 636-6170 . '
www.stepforwardmichigan.org

M S H D ™ Step Forward Michigan program Ig offered by the Michigan Homeowner Assistance Nonprofit
Housing Carporation in collaboration with the Michigan State Housing Daveloprment Authority.,




CURRENT AND HISTORICAL HOMEOWNERSHIP DATA

JUNE 201

MSHDA’s Homeownership Division delivers responsive homeownership products, education and technical assistance that empower our customers and

strengthen and sustain Michigan communities. We work with our partners to provide creative solutions that maximize existing resources and preserve
homeownership opportunities for future generations.
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Monthly Homeownership Production Report: JUNE 2019 - Print on Logal-Sizo paper ‘
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M MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

'M E M O R A N D.U."M

TO: . Authorlty Members

FROM . Gary Heldel Acting Executive Director é‘7 M
DATE:  Juiy 25, 2019

RE o Homeownershlp Division Summary of Delegated Actlons

for the Perlod May 1, 2019 to June 30, 2019

From time to time, the Authority has delegated certain actions to the Executive Director.
~ Typically, the delegated actions include a reporting requirement. The following is a listing of the
- delegated actions activity undertaken by the Homeownership Division during the fll"st quarter of
12019, 1If actlwty is |nd|cated a report on that delegated action is attached '

L Loan Activity ‘
A. Moderate Rehabilitation Loans : - No Activity
B. Mortgage Loan Increases . No Activity
C. Mortgage Loans for M| HOME and CSH No Activity
D. Small Size and High Security Loans - No Activity
E.- Development Fund Loans Under $250,000 l No Activity
. F. Pre-Development Loans . - . No Activity
G: 'HOME Funds for MSHDA-Financed PrOJect No Activity
H. Asset Management . No Activity
I. Homeless Initiatives . No Activity
_J. 'Neighborhood Stabilization Program (NSP) Loans j No Activity
K. Waiver of Prepayment Prohibition No Activity
L Prqfessiqnal.Services Co'ntracts.
~A. Contracts Under $25,000 , ~ No Activity
B. Homeownership Counseling - See attached
C. Technical Assistance Contracts , No Activity.
D: Environmental Consulting Contracts s No Activity
. Work-out for 80/20 Developments No Activity

" V. Grant Activity

A.. Application for State or Federal Funds No Activity
B. HOME Grants : ' . No Activity
C. CDBG Grants v ' No Activity
D. Development Fund Grants Under $250 000 No Activity
E. Homeless Initiatives = - No Activity



REPORT ON DELEGATED ACTIONS
For the period May 1, 2019 to June 30, 2019

Date: July 25, 2019

DELEGATED ACTION
-~ Housing Education Program (HEP)

"'On June 27", 2018 the Authority approved 'the continuation of MSHDA's Housing Education
“Program by approving ‘the ‘budgeted amount of $600,000 for the fiscal year 2018/2019 and.
delegating to authorize signatories for the Homeownership Division the authority to enter into or
renew existing contracts

ACTIVITY

' iA Iistlng of ali contract expenditures during the reporting perlod is attached
" - The purpose of the Michigan State Housing Development Authority ] (MSHDA or Authority)
Housing Education. Program (HEP) is to facilitate education for clients seeking to purchase or.

retain a home. MSHDA'’s Housing Education Program (*HEP”) partners with agencies to ensure -
that every Michigan citizen has access to accurate, non-biased assistance to help make

. informed choices about housing and homeownership. Through our partner agencies, MSHDA’s . -

- - HEP services are provided to all 83 Michigan counties at little to no cost to the consumer; they -
- " are offered in a variety of formats to maximize accessibility.

Services inciude Homebuyer Education, Pre- Purchase Individual services, Financial Capability
services, Rental services, Homeless services and Foreclosure services.

Agencies that receive funds through this opportunity will prowde assistance to first-time and
repeat hornebuyers by providing education on the many facets of the home purchase process
. to clients seeking to purchase their home with the intent of utilizmg a MSHDA mortgage
product.-.

. Additionally, the agency may provide assistance to current homeowners or renters who are-in
need of foreclosure counseling, rental counseling and other related housing counseling.



MSHDA Housing Education Program (HEP)

‘Counseling Agency Contracts EIN # Contract Amount |
FY 2018/19 - 7.1.18 to0 6.30.19 -

Abayomi Community Dev. Corp. 38-3407865 $15,000.00
Amandla Community Dev. Corp _ 38-3195198 $10,000.00
Bay Area Housing, Inc. 38-3130001 $25,000.00 -
Blue Water Community Action 38-2284121 $15,000.00 .
Capital Area Community Partnership 38-2926892 $25,000.00 .
Center For Financial Health 20-3360802 $25,000.00
Channel Housing Ministries, Inc./D.B.A. Oceana's Home | A . -
Partnership 38-2950406 $15,000.00

~ [City of Grand Haven - 38-6004687 $30,000.00

" |Community Action Agency - Jackson 38-1803599 $30,000.00

|\Community Action House 23-7120670 $25,000.00-
Community Housing Network - 38-3372734 $20,000.00
Genesee County Habitat 38-2899387 $15,000.00
Habitat for Humanity Michigan 38-3142455 $10,000.00
Habitat of Monroe County 38-3243925 $15,000.00
HOME of Mackinac County 38-3330709 $15,000.00 "
Home Repair Services 38-2263817 $10,000.00
Housing Services of Mid-Michigan - 38-3245099 $10,000.00
Inner City Christian 138-1903026 $15,000.00
Jewish Vocational Service 138-1358013 ~$20,000.00

. |Kalamazoo Neighborhood Housing Services, Inc. 38-2391442 $15,000.00
Mid Michigan Community Action Agency, Inc. 38-2056236 $10,000.00
Monroe County Opportunity Program 38-1813239 $15,000.00
MSU Extension L 38-6005984 $20,000.00

" [National Faith 38-3302761 $10,000.00
NCCS - Center for Nonprofit Housing 38-3164047 $10,000.00 -
Neighborhood Legal Services of Michigan 38-1818068 $10,000.00
New Hope CD Nonprofit Hsg Corp 38-2975829 $10,000.00 -
Northeast Michigan Community Service Agency, Inc. 38-1873461 $20,000.00
Northern Hormes Community Development Corporation  |38-3395829 $10,000.00
Northwest Michigan Communlty Action Agency 38-2027389 $30,000.00
Oakland County ' 38-6004876 $25,000.00
Oakland Livingston Human Serwce Agency 38-1785665 $10,000.00 .
Southwest Economic Solutions 38-2324335 $25,000.00
Southwest Michigan Community Action Agency 38-2415106 $10,000.00
Wayne Metropolitan Communlty Action Agency 38-1976979 $25,000.00

Total

- $600,000.00




REPORT ON DELEGATED ACTIONS
“For the period Ma.y-1, 2019 to June 30, 2019

Date: July 25, 2019

" DELEGATED ACTION

- HUD Housing Counseling Grant

. On October 10, 2018 the Michigan State Housing Development Authority (MSHDA) (Grantee)

- ‘was awarded a grant of $650,000.00 to conduct a housing counseling program on behalf of the

“_"Department of Housing and Urban Development (HUD). This award was the largest in the
department’s history and is used in accordance with HUD’s FY2017-FY2019 Comprehensive
Housing Counseling Grant Program. It is projected that a total of 3 650 Michigan households will

) be served through these awarded funds :

ACTIVITY A
The Grantee (MSHDA) was selected to d|str|bute and monitor the HUD funds . to MSHDA -
approved sub-grantees chosen by the Housing Education Program wrthrn MSHDA *See
attached Ilst of sub-grantee agencres and awards. :

MSHDA utilizes FY18 HUD Housrng Counsellng Grant funds to support the foIIowrng services:

VIDUAL COUNSELING SERVIGES
Agencres in MSHDA’s network provrde counselor-to-client assistance that addresses unique
financial circumstances or housing issues and focuses on ways of overcoming specific

- obstacles to achieving a housrng goal One-on-one counseling services are provrded for the
foIIowrng topics: :

e Rental Counseling: Housing Counselors offer a customized rental counseling session
which aids clients in addressing immediate rental crisis counseling as well as long term
planning for successful and sustainable rental housing. Counselors work with their
clients to analyze finances, understand the lease and application process as well as
offering guidance and assistance with Fair Housing' vrolatlons and Landlord Tenant Laws

" in Michigan. ‘

e Pre- Purchase Counsellng Pre-Purchase Counsellng is individual hous|ng counsehng
services performed by a Certified Housing Counselor. While the sessions are
customized for the individual client, the main purpose is to assist clients in maklng
decisions related to:

. o Individual and household income verification and calculatron _
Review and analyze their consumer credit report .-

" Analyze household budgets & spending habits

~Assess mortgage readiness & affordability :

Create customized debt reduction and spending/savings plans

0000



Homeownership Division Summary of Delegated Actions ’ ' Page 2 of 2
for the period December 31, 2019 to March 31, 2019 '

- owners navigate through loss-mitigation options; legal information about Mlchlgan

‘Mortgage Delinquency and Default Resolution (Foreclosure Counseling): Housing -
‘Counselors assist homeowners who are facing a financial crisis through mortgage or tax

foreclosure. Counselors address reasons of default; ways to maximize income and
reduce expenses; advising owners on key players in the mortgage marketplace; help .

foreclosure laws and timelines; assist in effectively communicating with lendérs
servicer; and offer information on homeowner and lender rights and obllgatlons-found’ in

‘loan documents.

“GROUP, EDUCATION WORKSHOPS

MSHDA H Pl agencles aIso conduct education workshops. These are formal classes W|th

established curriculum and instructional goals provided in a group or classroom setting, -
covering topics applicable to groups of people. Educational workshops must comply with all
- HUD policies-and guidelines. Below are brief descriptions of the workshop topics.

Homebuyer Education: Homebuyer Education is designed to help individuals think
critically about the benefits and risks of homeownership, understand how to select
affordable homes and appropriate mortgage products, and build the financial knowledge,
resources, and behaviors needed for sustainable homeownership and long-term
financial health. Toplcs taught durlng this 4-6-hour class mcludes

Assessmg readlness-to buy o _oA .Partner roles’ |ncIud|ng reaitor, title, )

O

o Affordability, credit & budgeting . : - loan and escrow agents .

o Mortgages & DPA programs .o The mortgage closing process

o Loan processing & Fees - - o Fair Housing & Consumer-Protection

Laws

Financial Literacy Workshop: Today’s‘consumer is seeking financial security7

_ searching for real-time information on how to maneuver the maze of financial products

and services, establish or rebuild credit, reduce debt and save for the future. Certified
Housing Counselors equip clients in reaching their potential. This course addresses the
fundamental components of consumer f|nanC|al llteracy through nine core content
modules including: .

Banking basics

Debt reduction :
Consumer protection Iaws
Insurance

' Mastering' money management
Developing spending plans’
Improving credit & savings
Student loan debt .
Fair-Housing & Fair Lending

00000 .
0 000

Rental Housing Education: Through group education, Housing Counselors offer .
training on Rental Education which equips current and future tenants to be successful.
Course participants learn how to avoid discrimination and address tenant/landlord issues
such as deposits, procedures for handling health and safety repairs, tenant remedies
and eviction-related issues. Participants also learn about how credit scores come into
play, understand the lease contract and tips for the right place to call home.



- [MISHDA Housing Education Program (HEP)

FY18 HUD Housing Counseling Grant Contracts / Grant Amount
Term: 10/01/2017 to 09/-3(_)/201_9 HUD # Awarded .
Abay;omi Commonity Deve’iopment Cofporation , . 80790 S _ 20 000 00 .
: Amandla ‘Cornmunity Development Corporation - 90190 . $ 15,_000.00
| Biu_e Water Community Action Agency : 90191 A 45,000.00
- CapitaI'Area_Housing Partnership | 80388 1s '15,000.00
 |City'of Grand Haven 80303 $ 15,000.00
Comimunity Action House 83674 $  30,000.00
- *.Communlty Housing Network | 90165 $ ~ 25,000.00
|H.0. M E. of Mackinac County 83952 S 25,000.00°
Hablfcat for Humanity of Monroe County 90462 S 15;000_.00 ' ,'
. Horn"e Repai_r Services of Kent County 82456 | e 25,000.‘00
Inner City Christian Federation 82212 |$ 3500000
Mid Michigan CAA | 83675« |$ _15,00'0.00
. 'Monroe County_Opportunity Program 80317 . $ __30,000.00
: Miohigan _State University Extension Office | 81939 $ 45,000.00
NCCS Center for Nonprofit Housing ' 82432 - ) 10,000.00 o
; Nelghborhood Legal Services of Michigan 80318 $  20,000.00
INortheast Michigan Commumty Service Agency, Inc ' 84034 S 30,000.00
New Hope CD Nonproflt Hsg Corp _ '84_947 $ '15,00_0.00
-INorthern Homes Communlty Development Corporatlon .84025 S . 36,000.00
* ChanneI.Housmg Ministries, Inc./D.B.A. Oceana's Home o | _ .
Partnership 82052 $ ' 10,000.00
" |southwest Economic Solutions 90078  |$  40,000.00
* |Southwest Michigan CAA 81228 . |$  10,000.00|
“lu-snap-BAaC 90467  |$ 20,000.00
|Wayne Metropolitan Community Act iE

000.00| :
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TO:

FR_OM:
DATE:..

RE::

Authority Members
Gary Heldel Actmg Executive Director
July 25 2019

for the Period Apl‘ll 1, 2019 to June 30, 2019

M O R A N D

B MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

%M

Rental Assistance and Homeless Solutions Summary of Delegated Actrons

From :time to time, the Authority has delegated certain actions to the Executive Director.
Typically, the delegated actions include a reporting requirement. The following is a listing of the
delegated actions activity undertaken by the Rental Assistance and Homeléss Solutions

Division during the second quarter of 2019,
action i |s attached.

.-
V..

Loan Aotrvrg
A. Moderate Reh_abilitation Loans No Activity
B. Mortgage Loan Increases . No Activity
C. Mortgage Loans for Mi HOME and CSH No Activity
D. Smali Size and High Security Loans No Activity
E. Development Fund Loan$ Under $250,000 - No Activity
" F. Pre-Development Loans No Activity
G. HOME Funds for MSHDA—Fmanced Project No Activity
H. Asset Management:. .- No Activity
[ Homeless Initiatives . . - - - e No Activity
J. - Neighborhood Stabilization Program (NSP) Loans No Activity
K. Waliver of Prepayment Prohibition No Activity
Professional Services Contracts |
A. Contracts Under $25,000 . No Activity
‘B. Homeownership Counseling No Activity
C. Technical Assistance Contracts- No Activity.
D. Environmental Consulting-Contracts No Activity
Work-out for 80/20 Developments No Activity
Grant Activity
A. Applicationfor State or Federal Funds No Ao_tivity<
B. HOME Grants No Activity
C. CDBG Grants No Activity

If activity is indicated, a report on that delegated

" D. Development Fund Grants Under $250,000

No Activity
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E. Homeless Initiatives See Attached Report
F. Neighborhood Stabilization Program (NSP) Grants No Activity

V Michigan Affordable Housing Fund Activity No Activity

VI Disposition of Bankruptcy Lien Stripping Cases No Activity
VIl.  Acceptance and Approval of HUD Housing Choice See Attached Report

Vouchers (HCV)




Michigan State Housing Development Authority
Grants Awarded 04/01/2019 thru 06/30/2019

Funding Source Cétegories: MSHDA and Federal McKinney

Program Categories: ESG and Special Grant

County: Grant Number

Clare HML-2017-Mid Mich-92-ESF-02
04/15/2019

- Genesee HML-2017-Shelter -5101-ESF
. 04/15/2019

 lonia ' HML-2017-EightCAP-45-ESF
04/15/2019

© lonia HML-2017-EightCAP-45-ESF-02
05/07/2019

Total # of Grants: 4

7/10/2018

Organization Name & Address

Mid Michigan Community Action Agency,

Inc.
1574 E. Washington Road PO Box 768
Farwell, Ml 48622-0768

Shelter of Flint, Inc.
924 Cedar Street
Flint, Ml 48503-3620

EightCAP, Inc..
5827 Orleans Road
Orleans, Mi 48865-8603

EightCAP, Inc.
5827 Orleans Road
Orleans, Ml 48865-8603

Grant Amount

~ $5,000.
.

$20,960

$5,000 °

$2,115

Total Amount: $33,075
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Michigan State Housing Development Authority
Grants Awarded 04/01/2019 thru 06/30/2019

Funding Source Categories: MSHDA and Federal McKinney
Program Categories: None

County . Grant Number Organization Name & Address . Grant Amount -
Genesee  HML-2018-Shelter -5101-ESF Shelter of Flint, Inc. : $10,750

924 Cedar Street
. 04/
Of‘ 1512019 Flint, MI 48503-3620

lonia HML-2018-EightCAP-45-ESF EightCAP, Inc. - . $5,804
: 5827 Orleans Road
4/0
04/09/2019 Orleans, M| 48865-8603

Total # of Grants: 2 A Total Amount: $16,554

7/10/2019 . Page1



'Acceﬁtance and Approval of HUD Housing Choice Vouchers
April 1, 2019 to June 30, 2019

Projected Revenue over (under) Expenditures

Estimated Cost

Housing Agent

Annualized Annual Housing MSHDA* Administrative
Vouchers Per voucher Assistance Payments ‘Expense Operating Expense _ and Special Fees Earned
Oakland County
ji Heights - 18 vouch
Revenue; 120,312 17,055
Expenses: 216 § 557 120,312 5,616 11,439 17,055
Revenue over (under) expenditures - . -
Total Revenue: 120,312 17,055
Total Exp 120,312 5,616 11,439

*MSHDA Operating Expenses: Administrative fees earned are utilized to fund

this project and any accrued reserves are utilized by the Housing Choice

Voucher Program.
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