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Roll Call: 
 
 
Public Comments: 
 
 
Remarks: 
 
 Chairperson  
 Executive Director 
 
Voting Issues: 
 
 Tab A  Approval of Agenda 
 
CONSENT AGENDA ITEMS 
 
Consent Agenda (Tabs B through N 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.) 
 

Tab B  Minutes – June 25, 2020 
 
Tab C   Resolution Authorizing Fourth Amendment to Amended and Restated  
  Contract that Appoints and Retains Designated Holland & Knight Attorneys 
  as Special Assistant Attorneys General 
 
Tab D  Resolution Authorizing Award of Emergency Solutions Grant Funds to the 
  Michigan Department of Health and Human Services  

INDUCEMENT RESOLUTIONS UNDER SINGLE LIMITED OBLIGATION 
BOND ISSUE:  TABS E THROUGH N 

 
 Tab E  Inducement Resolution, Arbor Glen Apartments, MSHDA No.  
   44c-171, Village of St. Charles, Saginaw County  

 Tab F  Inducement Resolution, Clairewood Apartments, MSHDA No.  
   44c-172, City of St. Clair, St. Clair County 



 
 Tab G  Inducement Resolution, Creekside Apartments, MSHDA No. 44c-
   173, Village of Ravenna, Muskegon County 
 
 Tab H  Inducement Resolution, Pine Bluff Apartments, MSHDA No. 44c-
   174, City of Kingsford, Dickinson County 

 
 Tab I  Inducement Resolution, Grayling Pines, MSHDA No. 44c-175,  
   City of Grayling, Crawford County 

 
 Tab J  Inducement Resolution, Lakewood Apartments, MSHDA No.  
   44c-176, Village of Stockbridge, Ingham County 

 
 Tab K  Inducement Resolution, Sable Pointe Apartments, MSHDA No.  
   44c-177, City of Hart,  Oceana County  

 
 Tab L  Inducement Resolution, Village Apartments, MSHDA No. 44c- 
   178, Village of Bellaire, Antrim County  

 
 Tab M  Inducement Resolution, Whispering Pines Apartments, MSHDA 
   No. 44c-179, City of Grayling, Crawford County  
 
 Tab N  Inducement Resolution, Willow Creek Apartments I and II,  
   MSHDA No. 44c-180, City of Escanaba, Delta County  
  

 REGULAR VOTING ITEMS 
 

Tab O Resolution Authorizing Amended and Restated Pass-Through Program 
 
Tab P Resolution Authorizing Waiver of Mortgage Loan Prepayment Prohibition, 

Edge of the Woods, MSHDA No. 3363, City of Sault Saint Marie, 
Chippewa County  

 
Tab Q Resolution Determining Mortgage Loan Feasibility, American House 

Village at Bloomfield, MSHDA No. 3867, City of Pontiac, Oakland County  
 
 Resolution Authorizing Mortgage Loans, American House Village at 

Bloomfield, MSHDA No. 3867, City of Pontiac, Oakland County 
 
Tab R Resolution Determining Mortgage Loan Feasibility, Apple Ridge 

Apartments II, MSHDA No. 2256-2, City of Kalamazoo, Kalamazoo 
County 

 
 Resolution Authorizing Mortgage Loans, Apple Ridge Apartments II, 

MSHDA No. 2256-2, City of Kalamazoo, Kalamazoo County  
 
Tab S Resolution Determining Mortgage Loan Feasibility, Brentwood 

Apartments, MSHDA No. 3856, City of Belding, Ionia County  
 



 Resolution Authorizing Mortgage Loans, Brentwood Apartments, 
MSHDA No. 3856, City of Belding, Ionia County  

 
Tab T Resolution Determining Mortgage Loan Feasibility, Greenbriar 

Apartments, MSHDA No. 3852, City of Greenville, Montcalm County  
 
 Resolution Authorizing Mortgage Loans, Greenbriar Apartments, 

MSHDA No. 3852, City of Greenville, Montcalm County  
 
Tab U Resolution Determining Mortgage Loan Feasibility, Morton Manor 

Apartments, MSHDA No. 3851, City of Detroit, Wayne County  
 
 Resolution Authorizing Mortgage Loans, Morton Manor Apartments, 

MSHDA No. 3851, City of Detroit, Wayne County  
 

 
Closed Session 
 
None. 

 
Discussion Issues: 
 
None. 
 
Reports: 
 
 
Tab 1 Short Term Relief Monthly Report 
 
Tab 2 Hardest Hit Report 
 
Tab 3 Current and Historical Homeownership Data 
 
Tab 4 Homeownership Production Report 
 
Tab 5 Delegated Action Reports 
 
Tab 6  Board Calendar 
 



 

Michigan State Housing Development Authority 
Minutes of Authority Meeting 

June 25, 2020 
 
 
AUTHORITY MEMBERS PRESENT:  AUTHORITY MEMBERS ABSENT: 
 
Jeff Donofrio      Regina Bell     
Mark Burton      Tyrone Hamilton 
Carl English 
Rachael Eubanks 
Jennifer Grau       
Deb Muchmore 
 
OTHERS PRESENT: 
 
Gary Heidel, Acting Executive Director  
Maria Ostrander, Executive  
Mary Cook, Executive 
Clarence Stone, Legal Affairs 
Rick Norton, Legal Affairs 
Lisa Ward, Legal Affairs 
Jeff Sykes, Finance 
Troy Thelen, Asset Management 
John Hundt, Rental Development 
Kelly Rose, Rental Assistance and Homeless Solutions 
Jonathan Hilliker, Executive 
Chad Benson, Rental Development 
Ryan Koenigsknecht, Rental Development 
Kathryn Evans, Asset Management 
Amber McCray, Asset Management 
Justin Wieber, Asset Management 
Ron Farnum, Office of Attorney General 
Mike Fobbe, Office of Attorney General 
John Millhouse, Office of Attorney General 
Matt Schoenherr, Communications 
Sandy Pearson, Habitat for Humanity 
 
Fourteen additional members of the public participated via the following conference line: 248-509-
0316, Conference ID: 269 761 3#. 
 
Chairperson Jeff Donofrio opened the meeting at 10:01 a.m. Tyrone Hamilton and Regina Bell 
were absent; the remaining Authority members were present except for Carl English, who joined 
the call at 10:23 a.m.  
 
Mr. Donofrio asked Jonathan Hilliker, IT Customer Service Liaison, to provide an overview of the 
meeting format, which was being conducted through Microsoft Teams. Mr. Hilliker explained that 
Board members and presenters were participating by video through a previously provided video 
link. A separate telephonic conference line linked to the video meeting was made available to the 
public.  
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Mr. Donofrio requested public comments from teleconference participants. Ms. Sandy Pearson 
from Habitat for Humanity provided a statement on behalf of the organization’s affiliate network. 
She thanked the Authority for its continued partnership and reiterated the importance of this 
relationship. 
   
Mr. Donofrio noted the following administrative items: 
 

• Documents for Tab G, Inducement Resolution for CityLine Apartments, which were 
unavailable when the Board Docket was initially distributed.  

• A goldenrod for the Staff Report in Tab J, Feasibility and Loan Commitment 
Resolutions Authorizing Mortgage Loans for Savannah-Wilshire, MSHDA No. 3912, 
City of Detroit, Wayne County. 

• A Goldenrod for the Staff Report for Tab H, Feasibility and Loan Commitment 
Resolutions for HOM Flats on 28th Street II. 

Mr. Donofrio presented an update on the Authority’s search for a permanent Executive Director.  
He explained that the work with a search firm continues; however, the process has been delayed 
due to the COVID-19 pandemic. He expects the process will resume in the coming weeks and 
plans to update Authority members accordingly.  

Following Mr. Donofrio’s comments, Mr. Gary Heidel, Acting Executive Director, began the 
Executive Director’s report by mentioning the “Moving Forward Act,” which contains several 
affordable housing matters. This legislation was passed by the U.S. House of Representatives 
and includes items such as a permanent 4% Housing Credit rate, an increase in annual Housing 
Credit allocations, and an increase in the ceiling on the private activity bond volume cap. Mr. 
Heidel and Authority staff will continue to monitor the progress of this legislation.  
 
Mr. Heidel asked Ms. Kelly Rose, Chief Housing Solutions Officer and Acting Chief Housing 
Investment Officer, to speak next.  Ms. Rose reported that the Authority received $60 million in 
federal funding through the State for Emergency Shelter Grants. As a result, Eviction Diversion 
Programs will be started in conjunction with each District Court to help tenants and landlords 
resolve eviction filings. She noted that the Eviction Diversion Programs will help thousands of 
families remain in rental properties.   
 
Following Ms. Rose, Mr. Jeff Sykes, Finance, provided a brief overview of the March 31, 2020 
Quarterly Financial Statement as provided in the Board docket.  
 
VOTING ISSUES: 
 
Approval of the Agenda (Tab A): 
 
Deb Muchmore moved approval of Tab A (Agenda). Jennifer Grau supported. The following Roll 
Call was taken for Tab A: 
 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Absent for this Vote Deb Muchmore Yes 
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There were 5 “yes” votes. The agenda was approved. 
 
Consent Agenda (Tabs B through E) The consent agenda included the following items:  
 

Tab B  Minutes – May 21, 2020 
 
 Tab C  Amended and Restated Resolution Designating Bank Accounts and  

   Authorizing Officers as to Requisition and Investment of Funds   
 
Tab D Amended and Restated Resolution Authorizing Signatories  

 
Tab E Resolution Authorizing Professional Services Contract for Auditing 

Services with Plante Moran, PLLC and Michigan Office Of Auditor 
General  

 
Jennifer Grau moved approval of the consent agenda. Deb Muchmore supported. The following 
Roll Call was taken for the Consent Agenda: 
 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Absent for this Vote Deb Muchmore Yes 

 
There were 5 “yes” votes. The Consent Agenda was approved. 
 
Mr. Carl English joined the meeting directly following this vote. 
 
Regular Voting Items: 
 
Jeff Sykes of Finance presented Tab F, Resolution Approving 2020-2021 Budget. Mr. Sykes 
reviewed the business terms and resolution as outlined in the board docket. He confirmed that 
there were no changes to the budget following his presentation at last month’s meeting. 
 
Deb Muchmore moved approval of Tab F. Rachael Eubanks Supported. The following Roll Call 
was taken for Tab F: 
 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Yes Deb Muchmore Yes 

 
There were 6 “yes” votes. The resolution was approved. 
 
Clarence Stone of Legal Affairs presented Tab G, Inducement Resolution, CityLine 
Apartments, MSHDA No.  44c-170, City of Kentwood, Kent County. Mr. Stone reviewed the 
documents as detailed in the board docket.   
 
Mark Burton moved approval of Tab G.  Rachael Eubanks Supported.  The following Roll Call 
was taken for Tab G: 
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Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Yes Deb Muchmore Yes 

 
There were 6 “yes” votes. The resolution was approved. 

 
John Hundt of Rental Development presented Tab H, Resolution Determining Mortgage Loan 
Feasibility, HOM Flats on 28th Street II, MSHDA No. 3856, City of Wyoming, Kent County 
and Resolution Authorizing Mortgage Loans, HOM Flats on 28th Street II, MSHDA No. 3856, 
City of Wyoming, Kent County. Mr. Hundt reviewed the documents as detailed in the board 
docket.  He also made note of the goldenrod change in the Staff Report.  
 
In response to Authority member questions, Mr. Hundt confirmed that the development is part of 
an effort that will benefit the downtown area. 
 
Deb Muchmore moved approval of Tab H. Rachael Eubanks Supported.  The following Roll Call 
was taken for Tab H: 
 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Yes Deb Muchmore Yes 

 
There were 6 “yes” votes. The resolution was approved. 
 
John Hundt of Rental Development presented Tab I, Resolution Determining Mortgage Loan 
Feasibility, Lake Superior Village MSHDA No. 3923, City of Marquette, Marquette County 
and Resolution Authorizing Mortgage Loans, Lake Superior Village MSHDA No. 3923, City 
of Marquette, Marquette County. Mr. Hundt reviewed the documents as detailed in the board 
docket.   

 
Carl English moved approval of Tab I. Mark Burton Supported.  The following Roll Call was taken 
for Tab I: 
 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Yes Deb Muchmore Yes 

 
There were 6 “yes” votes. The resolution was approved. 

 
John Hundt of Rental Development presented Tab J, Resolution Determining Mortgage Loan 
Feasibility, Savannah-Wilshire, MSHDA No. 3912, City of Detroit, Wayne County and 
Resolution Authorizing Mortgage Loans, Savannah Wilshire, MSHDA No. 3912, City of 
Detroit, Wayne County. Mr. Hundt reviewed the documents as detailed in the board docket. He 
also made note of the goldenrod change in the Staff Report. 

 
Jennifer Grau moved approval of Tab J. Carl English Supported.  The following Roll Call was 
taken for Tab J: 



 5 

 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Yes Deb Muchmore Yes 

 
There were 6 “yes” votes. The resolution was approved. 

 
John Hundt of Rental Development presented Tab K, Resolution Determining Mortgage Loan 
Feasibility, Transfiguration Place, MSHDA No. 3803, City of Detroit, Wayne County and 
Resolution Authorizing Mortgage Loans, Transfiguration Place, MSHDA No. 3803, City of 
Detroit, Wayne County. Mr. Hundt reviewed the documents as detailed in the board docket.   
 
In response to Authority member questions, Mr. Hundt confirmed that the church on site is still 
operating.   

 
Jennifer Grau moved approval of Tab K. Deb Muchmore Supported.  The following Roll Call was 
taken for Tab K: 
 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Yes Deb Muchmore Yes 

 
There were 6 “yes” votes. The resolution was approved. 

 
John Hundt of Rental Development presented Tab L, Resolution Determining Mortgage Loan 
Feasibility, Waverly Place,  MSHDA No. 3921, City of Lansing, Ingham County and 
Resolution Authorizing Mortgage Loans, Waverly Place, MSHDA No.  3921, City of  
Lansing, Ingham County. Mr. Hundt reviewed the documents as detailed in the board docket.   

 
Carl English moved approval of Tab L. Mark Burton Supported.  The following Roll Call was taken 
for Tab L: 
 
Regina Bell Absent Rachael Eubanks Yes 
Mark Burton  Yes Jennifer Grau Yes 
Jeff Donofrio Yes Tyrone Hamilton Absent 
Carl English Yes Deb Muchmore Yes 

 
There were 6 “yes” votes. The resolution was approved. 
 
Following the voting portion of the agenda, Ms. Deb Muchmore asked how the Authority is 
managing compliance with COVID-19 related safety measures within its facilities. Mr. Troy Thelen 
of Asset Management responded that Authority staff are working with the Department of Urban 
Development to ensure federal compliance with all safety standards and will be reaching out to 
management companies to determine their needs. In response to additional questions, Mr. Thelen 
confirmed that Authority staff are referring people to the Center for Disease Control as 
appropriate. Mr. Gary Heidel further noted that there are ongoing discussions within the 
Authority’s Executive Committee regarding this issue; they are continuing to reiterate the 
Governor’s executive orders concerning social distancing and the wearing of face masks. 
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Additionally, as part of the Authority’s strategic planning process, staff will survey approximately 
sixteen other housing finance agencies to learn how those agencies are responding to the crisis. 
This will help staff compare the Authority’s response and determine and implement best practices. 
 
There being no additional remarks, Mr. Donofrio mentioned that the following reports were 
included for information: (Tab 1) Short Term Mortgage Relief Policy Monthly Report, (Tab 2) 
March 31, 2020 Quarterly Financial Statement, (Tab 3) Hardest Hit Report (Tab 4) Current and 
Historical Homeownership Data, (Tab 5) Homeownership Production Report, and (Tab 6) Board 
Calendar.  
 
Mr. Donofrio further stated that the next two Regular board meetings are July 23, 2020 and August 
27, 2020. 
 
There being no additional comments, Mr. Donofrio requested a motion to adjourn. Rachael 
Eubanks moved to adjourn. Jennifer Grau supported the motion, and it was unanimously 
approved and accepted. The meeting adjourned at 11:05 a.m.  
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M E M O R A N D U M  

 
TO:    Authority Members 
 
FROM:  Gary Heidel, Acting Executive Director 
 
DATE:  July 30, 2020 
 
RE:  Resolution Authorizing One-Year Extension of Professional Services Contract 

with Holland and Knight, LLP 

 
RECOMMENDATION: 
 
I recommend that the Michigan State Housing Development Authority (the “Authority”) authorize 
a one-year extension of the professional services contract with Holland and Knight, LLP, at no 
additional cost.  
 
CONTRACT SUMMARY: 
 
Name of Contractor:    Holland and Knight, LLP 
Amount of Contract:    $30,140.89 balance 
Length of Contract:    One-year extension  
Extension Options:    Not applicable  
Request for Proposal Date:   Not applicable  
Number of Bids Received:   Not applicable  
MSHDA Division Requesting the Contract:  Legal Affairs 
 

EXECUTIVE SUMMARY: 

The Authority, the Department of Attorney General and Holland & Knight entered into an 
Amended and Restated Contract that covered a period of October 1, 2014 through September 
30, 2017 for professional services that designated Holland & Knight attorneys as Special Assistant 
Attorneys General. The parties entered into a First Amendment that extended the term of the 
Amended and Restated Contract to September 30, 2018 without increasing the maximum 
contract amount. In 2018, the parties entered into a Second Amendment that extended the term 
of the Amended and Restated Contract to September 30, 2019 and last year a Third Amendment 
was authorized and entered into extending the contract term to September 30, 2020, again 
without increasing the maximum contract amount. 
 



If approved, the Fourth Amendment will extend the term of the Amended and Restated Contract 
to September 30, 2021 without increasing the maximum contract amount. It will also ensure that 
designated Holland & Knight attorneys can continue to serve as Special Assistant Attorney 
General and provide legal advice to the Authority on federal housing and community development 
programs and initiatives that include, but are not limited to, Low Income Housing Tax Credits, the 
Neighborhood Stabilization Program, Post-1980 Section 8 developments, and federal regulations 
affecting housing and mortgage loans.  
 
The Authority continues to require the services of the designated Holland & Knight attorneys. If 
this recommendation is approved, the designated Holland & Knight attorney who would serve as 
Special Assistant Attorney General through September 30, 2021 would be Anthony Freedman. 
Designated Holland & Knight attorneys may be added to or replaced, subject to the approval of 
the Attorney General and the Executive Director. As designated Special Assistant Attorney 
General, Holland and Knight attorneys reliably provide expert advice on complex matters, 
benefiting the Authority at large, and have consistently performed at a high level, meeting or 
exceeding expectations.   

 
ADVANCING THE AUTHORITY’S MISSION: 

The Authority benefits from the use of Designated Holland and Knight attorneys as Special 
Assistant Attorney General providing legal advice on federal housing and community 
development programs, and federal regulations affecting its housing and mortgage loans, thereby 
increasing housing opportunities throughout Michigan. As a result, Michigan residents have 
greater access to affordable apartments.  

 
ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:   

None. 

 

 

 

 



DRAFT 
 

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 
 

RESOLUTION AUTHORIZING FOURTH AMENDMENT TO AMENDED AND RESTATED 
CONTRACT THAT APPOINTS AND RETAINS DESIGNATED HOLLAND & KNIGHT 

ATTORNEYS AS SPECIAL ASSISTANT ATTORNEYS GENERAL 
 

 July 30, 2020  
 
WHEREAS, the Michigan State Housing Development Authority (the “Authority”), the  Department 
of Attorney General (“Attorney General”) and Holland & Knight, LLP (“Holland & Knight”) entered 
into an amended and restated contract to appoint and retain designated Holland & Knight attorneys 
as Special Assistant Attorneys General for a term ending on September 30, 2017 to provide legal 
services to the Authority with respect to federal law and regulatory issues concerning low income 
housing tax credits, the Neighborhood Stabilization Program, Post-1980 Section 8 developments, 
Project-Based Vouchers and other federal housing and community development programs and 
initiatives; and 
 
WHEREAS, on July 26, 2017, the Authority authorized the Executive Director to enter into the First 
Amendment to the Amended and Restated Contract to extend the term of the Amendment and 
Restated Contract to September 30, 2018; and  
 
WHEREAS, on September 26, 2018, the Authority authorized the Executive Director to enter into 
the Second Amendment to the Amended and Restated Contract to extend the term of the 
Amendment and Restated Contract to September 30, 2019; and 
 
WHEREAS, on September 26, 2019 the Authority authorized the Executive Director to enter into the 
Third Amendment to the Amended and Restated Contract to extend the term to September 30, 
2020; and 
 
WHEREAS, the Authority staff continues to require the services of Holland & Knight with respect to 
such federal housing programs; and 
 
WHEREAS, for the reasons restated in the accompanying memorandum, the Acting Executive 
Director recommends that the Authority authorize the execution of the Fourth Amendment to the 
Amended and Restated Contract that would extend the term to September 30, 2021 but not 
increase the contract amount; and  
 
WHEREAS, the Civil Service Commission has reviewed and approved the Authority's request 
for contractual services; and 
 
WHEREAS, the Authority concurs in the 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 is hereby authorized to enter into the Fourth Amendment to the 
Amended and Restated Contract with the Department of Attorney General and Holland and Knight, 
LLP that would extend the Amended and Restated Contract’s expiration date from September 30, 
2020 to September 30, 2021 without increasing its maximum contract amount.  



 

 

  
M E M O R A N D U M  

   
 

TO:    Authority Members 
 
FROM:  Gary Heidel, Acting Executive Director 
 
DATE:  July 30, 2020 
 
RE:  Award Emergency Solutions Grant (“ESG”) to the Michigan Department of Health 

and Human Services (“DHHS”) 

 
RECOMMENDATION:   
 
I recommend the Michigan State Housing Development Authority (the “Authority”) adopt a 
resolution authorizing the issuance of an Emergency Solutions Grant to DHHS in the amount of 
$700,000. 
 
EXECUTIVE SUMMARY:   
 
The Michigan Domestic and Sexual Violence Prevention and Treatment Board (the “DV 
Treatment Board”), housed within DHHS, is a Governor-appointed Board established in 1978 to 
focus state activity on Domestic Violence. The Domestic Violence Treatment Board administers 
state and federal funding for Domestic Violence shelters and advocacy services, recommends 
policy and provides technical assistance and training. 
 
Since 2005, DHHS has worked closely with the Authority on the Campaign to End Homelessness.  
As a Campaign partner, DHHS understands the importance of effectively using state and federal 
housing dollars, the concept of Housing First, and shares our goal of ending homelessness 
among all populations including survivors of Domestic Violence. 
 
For 2020 the U.S. Department of Housing and Urban Development awarded the Authority 
$5,188,213 in ESG and the Authority will provide $5,188,213 in matching funds as outlined in the 
FY20-21 budget.  The source of the $700,000 ESG grant award to the DHHS Domestic Violence 
Treatment Board will be Authority matching funds, to be allocated from October 1, 2020 to 
September 30, 2021. This is a one-year grant but the intent is to continue this funding structure 
in future years subject to Authority members’ approval. 
 
 
 

 

 



ADVANCING THE AUTHORITY’S MISSION: 

In alignment with MSHDA’s mission and multiple strategic focus areas, this grant is leveraged to 
build equitable pathways to housing programs and services, invest in Michigan communities 
based on need, and reduce homelessness. By partnering with MDHHS and the Michigan 
Domestic and Sexual Violence Prevention and Treatment Board, the ESG funding ensures: 1) 
equitable access to critical housing resources for survivors of domestic and sexual violence; 2) 
increased capacity of domestic and sexual violence prevention and treatment agencies in their 
service to impacted households across the state (both rural and urban); and 3) improved housing 
outcomes for households experiencing homelessness due to domestic and sexual violence. 

COMMUNITY IMPACT: 

Among the wide-ranging impacts of COVID-19, instances of domestic and sexual violence have 
risen nationally and statewide under stay home orders. This grant partnership with MDHHS and 
the Michigan Domestic and Sexual Violence Prevention and Treatment Board provides critical 
funding to agencies responding to these needs during the crisis. For the first quarter of 2020, 685 
households received emergency shelter and supportive services from eight (8) subgrantees. 

ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:  

Domestic Violence prevention service providers must follow ESG policy in administering these 
dollars. DHHS will provide grant oversight, submit quarterly progress reports, and request grant 
pay-outs from the Authority.  DHHS will sub-grant with DV Agencies having the capability to 
provide data required to comply with HUD’s DV CAPER reporting requirements; if DHHS is not in 
compliance funds will be recaptured.  Authority staff will work closely with the DHHS Domestic 
Violence Treatment Board during the grant administration.



DRAFT 
 

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 
 

RESOLUTION AUTHORIZING  
AWARD OF EMERGENCY SOLUTIONS GRANT FUNDS TO THE MICHIGAN DEPARTMENT 

OF HEALTH AND HUMAN SERVICES 
 

July 30, 2020 
 
 
WHEREAS, the U.S. Department of Housing and Urban Development has awarded the Michigan 
State Housing Development Authority (the “Authority”) with Five Million One Hundred Eighty-Eight 
Thousand Two Hundred Thirteen Dollars ($5,188,213) in Emergency Solutions Grant (“ESG”) 
funds to support domestic violence (“DV”) prevention activities; and 
 
WHEREAS, the Authority will provide matching funds to provide ESG grants as outlined in the 
Authority’s FY20-21 annual budget; and 
 
WHEREAS, the Authority desires to provide a grant not to exceed Seven Hundred Thousand 
Dollars ($700,000) to the Michigan Domestic and Sexual Violence Prevention and Treatment 
Board (the “DV Treatment Board”), housed within the Michigan Department of Health and Human 
Services (“DHHS”), to further DV prevention activities statewide; and 
 
WHEREAS, there is a continuing need to fund DV service providers in this state in a consistent 
and cost-effective manner; and 
 
WHEREAS, awarding a portion of the ESG funds to the DV Treatment Board streamlines the 
delivery of DV funding to DV service providers in this state; and 
 
WHEREAS, the Acting Executive Director has recommended that the Authority approve the 
award of certain ESG funding from the Authority’s matching funds as described in the 
accompanying Memorandum dated July 30, 2019; and 
 
WHEREAS, the Authority concurs in the recommendation of the Acting Executive Director. 
 
NOW, THEREFORE, Be It Resolved by the Michigan State Housing Development Authority as 
follows: 
 
1. In compliance with ESG regulations and policies, the Authority awards and grants 

$700,000 of its FY20-21 ESG matching funds to the DV Treatment Board to be allocated 
from October 1, 2020 to September 30, 2021, to be used for DV prevention activities 
including but not limited to supporting DV shelters, providing case management to DV 
survivors, entering computer data and providing administrative support to DV service 
provides on a statewide basis. 

 
2. The Authority’s Executive Director, Chief Financial Officer, Director of Legal Affairs, 

Deputy Director of Legal Affairs and the Chief Housing Solutions Officer (collectively, 
“Authorized Officers”), or any person duly acting in such capacity, each is hereby 
authorized to execute an interagency agreement with DHHS, pursuant to the scope 
contained in the attached memorandum. 

 
 



 

 

 

 M E M O R A N D U M  

 
TO:    Authority Members 
 
FROM:  Gary Heidel, Acting Executive Director 
 
DATE:  July 30, 2020 
 
RE:   Arbor Glen Apartments, Development No. 44c-171 
  Clairewood Apartments, Development No. 44c-172 
  Creekside Apartments, Development No. 44c-173 
  Pine Bluff Apartments, Development No. 44c-174 
  Grayling Pines, Development No. 44c-175 
  Lakewood Apartments, Development No. 44c-176 
  Sable Pointe Apartments, Development No. 44c-177 
  Village Apartments, Development No. 44c-178 
  Whispering Pines, Development No. 44c-179 
  Willow Creek I and II, Development No. 44c-180 

 
RECOMMENDATION: 
 
I recommend that the Michigan State Housing Development Authority (the “Authority”) adopt an 
inducement resolution with respect to the projects described in Exhibit A of the attached report.  
 
EXECUTIVE SUMMARY: 
 
PK Development Group LLC ("Sponsor") proposes to acquire and rehabilitate 264 affordable 
housing units in twelve (12) existing small-size developments (the “Developments”) in rural 
communities throughout Michigan, including the Upper Peninsula. The Developments will be 
consolidated to ten (10) projects that will be acquired and rehabilitated using construction loans 
from the Authority financed with the proceeds of a single issue of bonds issued pursuant to 
Section 44c of the Authority’s enabling act. The Developments, as proposed, meet the 
requirements of Section 44c, and repayment of the bonds will be reasonably secure based on 
cash collateral intended to secure such repayment and held by the trustee for the bonds.  The 
cash collateral will be sourced through one or a combination of the following: undisbursed bond 
proceeds, excess reserves, GNMAs, and the proceeds of the permanent loans insured by USDA 
under Section 538 of the Housing Act of 1949. A summary of each of the Developments proposed 
to be covered by this bond issue is included in this Memorandum. 

 
I am recommending Board approval for the following reasons:   
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• The Developer’s application satisfies the requirements for the issuance of an inducement 
resolution under Section 44c of the Authority’s Act and the Pass-Through Short-Term 
Bond Policy. 

• Ten (10) affordable housing developments will be rehabilitated, of which eight (8) are 
designated as family housing and two (2) are designated as housing for the elderly.  

• The repayment of the limited obligation bonds will be reasonably secure based on the 
proposed collateral.  

 
ADVANCING THE AUTHORITY’S MISSION: 

• Approving an inducement resolution will allow this proposal to incur costs necessary for 
acquiring and rehabilitating all ten (10) Developments.  

• 100% of the units will be reserved for tenants at 60% of Area Median Income.  Additional 
details are provided on page 2 of each Staff Report.   

• Developments, which are at risk of being removed from affordable housing stock due to 
expiring restrictive use periods or maturing mortgages, will be preserved.  

• Affordable housing in ten (10) rural communities will be preserved. 
 
MUNICIPAL SUPPORT: 
 

• Some of the Developments have been granted a tax exemption and payment in lieu of 
taxes under the Act.  

 
COMMUNITY IMPACT: 
 

• It is anticipated that the rehabilitation of the Developments will create 157 permanent jobs 
and 303 temporary jobs. 

 
RESIDENT IMPACT: 
 

• The residents will benefit from a comprehensive rehabilitation of the Developments.  
• Immediate and long-term capital needs of the Developments will be addressed.  
• Extensive interior and exterior improvements will be made, which will include, but not be 

limited to, new flooring, energy-efficient appliances, water heaters, upgraded HVAC 
systems and plumbing fixtures, energy efficient windows and exterior doors and roof 
replacements (based on age). 

• Renovations will allow the Developments to meet UFAS/ADA/FHA accessibility 
requirements.  

 
 
ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:   
The Developments are all smaller projects located in rural communities and originally financed 
under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, now 
proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor.  70% 
of the units across all of the projects receive Section 521 project-based rental assistance from 
USDA, allowing the project to serve low and very low-income residents in these communities.  
This rehabilitation will position each of these properties to continue to serve the residents of the 
respective community for 30 more years.  
  



 

3 
 

EXHIBIT A  
 
 
PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Arbor Glen Apartments 
44c-171 

Development Location: Village of St. Charles, Saginaw County 
Sponsor:  PK Development Group LLC 
Borrower: PK Arbor Glen Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 48 family units (including one manager's unit) 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $4,926,807 
LIHTC Aggregate Basis: $4,311,111 
Total Loan Amount: $2,289,000 (53.10%) 
 
 
PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Clairewood Apartments 
44c-172 

Development Location: City of St. Clair, St. Clair County 
Sponsor:  PK Development Group LLC 
Borrower: PK Clairwood Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 48 family units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $4,134,504 
LIHTC Aggregate Basis: $3,583,787 
Total Loan Amount: $1,904,000 (53.13%) 
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PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Creekside Apartments 
44c-173 

Development Location: Village of Ravenna, Muskegon County 
Sponsor:  PK Development Group LLC 
Borrower: PK Creekside Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 32 family units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds, 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $4,578,284 
LIHTC Aggregate Basis: $4,046,256 
Total Loan Amount: $2,149,000 (53.11%) 
 
 
PROJECT SUMMARY: 
 

 

Development Name: 
 
 
Development No.: 

Pine Bluff Apartments (consolidation of 
Diamondhead Manor and Pine Grove 
Apartments) 
44c-174 

Development Location: City of Kingsford, Dickinson County 
Sponsor:  PK Development Group LLC 
Borrower: PK Pine Bluff Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 56 family units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c 
Total Development Cost: $5,351,517 
LIHTC Aggregate Basis: $4,713,153 
Total Loan Amount: $2,505,000 (53.15%) 
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PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Grayling Pines 
44c-175 

Development Location: City of Grayling, Crawford County 
Sponsor:  PK Development Group LLC 
Borrower: PK Grayling Pines Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 24 family units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds, 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $2,789,458 
LIHTC Aggregate Basis: $2,494,505 
Total Loan Amount: $1,325,000 (53.12%) 
 
 
PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Lakewood Apartments 
44c-176 

Development Location: Village of Stockbridge, Ingham County 
Sponsor:  PK Development Group LLC 
Borrower: PK Lakewood Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 32 family units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds, 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $3,253,737 
LIHTC Aggregate Basis: $2,797,591 
Total Loan Amount: $1,488,000 (53.19%) 
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PROJECT SUMMARY: 
 
Development Name: 
Development No.: 

Sable Pointe Apartments 
44c-177 

Development Location: City of Hart, Oceana County 
Sponsor:  PK Development Group LLC 
Borrower: PK Sable Pointe Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 20 family units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds, 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $2,427,812 
LIHTC Aggregate Basis: $2,232,365 
Total Loan Amount: $1,186,000 (53.13%) 
 
PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Village Apartments 
44c-178 

Development Location: Village of Bellaire, Antrim County 
Sponsor:  PK Development Group LLC 
Borrower: PK Village Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 44 family units (including one manager's unit) 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds, 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $6,463,112 
LIHTC Aggregate Basis: $6,057,869 
Total Loan Amount: $3,216,000 (53.09%) 
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PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Whispering Pines Apartments 
44c-179 

Development Location: City of Grayling, Crawford County 
Sponsor:  PK Development Group LLC 
Borrower: PK Whispering Pines Limited Dividend 

Housing Association Limited Partnership 
Number of Units: 24 elderly units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds, 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $2,792,538 
LIHTC Aggregate Basis: $2,452,573 
Total Loan Amount: $1,303,000 (53.13%) 
 
 
PROJECT SUMMARY: 
 

 

Development Name: 
Development No.: 

Willow Creek Apartments I and II 
44c-180 

Development Location: City of Escanaba, Delta County 
Sponsor:  PK Development Group LLC 
Borrower: PK Willow Creek Limited Dividend Housing 

Association Limited Partnership 
Number of Units: 56 elderly units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds 

issued under Section 44c; Bonds will be 
redeemed with a combination of cash from 
excess reserves, permanent loan proceeds, 
and the sale of GNMA Mortgage Backed 
Securities 

Total Development Cost: $5,657,815 
LIHTC Aggregate Basis: $4,993,496 
Total Loan Amount: $2,652,000 (53.11%) 

 



  
 
 
 
 
 
 
 

PASS-THROUGH BOND PROGRAM 

MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 
 
 

RECOMMENDATION: 
 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

 
 

MSHDA No.: 44c-171 
Development Name: Arbor Glen Apartments 
Development Location: Village of St. Charles, Saginaw County 
Sponsor: PK Development Group LLC 
Borrower: PK Arbor Glen Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 48 Family Units, including one manager's unit 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $4,926,807 (estimated) 
Aggregate LIHTC Basis: $4,311,111 
Total Loan Amount: $2,289,000 (53.10% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 
 
 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 
 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

 
On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

 
PROPOSAL SUMMARY: 

 

The Borrower proposes to acquire and rehabilitate 48 family apartment units (including one 
manager's unit) on a site at 130 W. North Street in the Village of St. Charles. 100% of the 47 
income-restricted units in the development--including 34 one-bedroom and 13 two-bedroom 
apartments--will be targeted to households with incomes at or below 60% of area median income, 
utilizing the new MTSP income limits. 41 units receive Section 521 rental assistance from the 
U.S. Department of Agriculture. 

 
 

CONDITIONS: 
 

1. Income Limits: 
 

The Borrower must enter into a Regulatory Agreement with the Authority requiring that 
100% of the 47 units in the Development (34 one-bedroom and 13 two-bedroom 
apartments) must be rented or available for rental by tenants whose income does not 
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD 
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code 
of 1986, as amended (the "Code"), as further amended by the Housing and Economic 
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These 
occupancy restrictions shall be contained in a covenant running with the land and shall 
remain in effect for the period that the Authority mortgage loan remains outstanding, but 
in no event for less than the period of time required by the terms of the Low Income 
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section 
142(d) of the Code. The manager's unit will be rented without regard to household income. 

 
The income of the individuals and the area gross median income shall be determined by 
the Secretary of the Treasury in a manner consistent with determinations of lower income 
families and area median gross income under Section 8 of the U.S. Housing Act of 1937, 
including adjustments for family size. Until the Secretary of Treasury publishes its 
requirements, income of individuals shall be determined in accordance with the Section 8 
regulations. 
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2. Limitations on Rental Rates: 
 

The Regulatory Agreement must also require that the monthly Total Housing Expense 
(contract rent plus tenant-paid utilities) on 100% of the 47 units in the Development (34 
one bedroom and 13 two bedroom apartments) may not exceed 30% of 1/12 of the 60% 
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These 
limitations on rental rates shall be contained in a covenant running with the land and shall 
remain in effect for the period that the Authority mortgage loan remains outstanding, but 
in no event for less than the period of time required by the terms of the LIHTC Regulatory 
Agreement, known as the Extended Use Period (the "EUP"). The manager's unit will be 
available for rental at market rates. 

 
For purposes of determining whether or not the rents paid by the tenants of the 
Development are within the required limits set forth in this Section 2, the amount of any 
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered 
as rent paid by the tenant. 

 
3. Covenant Running with the Land: 

 

The Borrower must subject the Development site to a covenant running with the land so 
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage 
loan (the "Bonds"). 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 50 percent of the residential units in the project 
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 "Qualified Project Period"). Additionally, during the Qualified 
Project Period, the minimum set-aside requirements of the Code must be maintained, 
namely, at least forty percent (40%) of the units in the Development must be occupied or 
held available for occupancy by individuals whose income is lower than the MTSP Limits 
60% income limit/, adjusted for family size. 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. 

 
4. Limitation on Return on Equity: 

 

The Borrower must agree that its return on equity will be limited to 12 percent for the first 
12-month period following substantial completion of the Development, with annual one 
percent increases thereafter until a cap of 25% is reached, and to submit an annual 
financial statement evidencing its eligibility for return no later than 90 days after the close 
of the Borrower's fiscal year. The Borrower's return is fully cumulative. The amount of the 
Borrower's equity will be determined by the Authority. 
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5. Bond and Tax Credit Requirements: 
 

At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment 
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower 
must certify in writing to the sources and uses involved in the financing of the Development 
and must also provide the Authority with an opinion of tax counsel that the structure of the 
transaction will permit the Borrower to claim the 4% tax credit. 

 
6. Compliance Monitoring and Reporting Requirements: 

 

The Borrower must agree to provide the Authority on or before September 1 of each year 
with a report in a form acceptable to the Authority, including such information as is required 
by Section 44c of the Act. The Borrower must also agree to participate in compliance 
monitoring activities relative to the Bonds and the tax credits allocated to the Development, 
as required by the Authority's Compliance Monitoring staff, and to pay an annual 
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the 
Bonds 

 
7. Environmental Indemnification: 

 

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim, 
or expense which it incurs as a result of the financing, construction, ownership, or 
operation of the Development including any violation of environmental laws. The 
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs. 

 
8. Closing and Organizational Documents: 

 

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale 
of the limited obligation bonds and the making of the loan, including title and survey 
matters, and its organizational documents. All documents must be in compliance with the 
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond 
counsel and the Authority’s Director of Legal Affairs. 

 
9. Credit Enhancement: 

 

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive 
commitment that the credit enhancement will be provided. The proposed credit 
enhancement instrument and any other additional security offered to the Authority must 
be acceptable to the Chief Financial Officer and the Director of Legal Affairs. 

 
10. Financing Participants: 

 

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director 
of Legal Affairs must have determined that the proposed development team members are 
acceptable. 
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DEVELOPMENT TEAM AND PROJECT INFORMATION: 
 

Sponsor and Borrower: 
 

1. Sponsor: 
 

PK Development Group LLC 
1784 Hamilton Road 
Okemos, Michigan 48864 

 
Contact: Ronald (Pete) Potterpin 
Phone: (517) 325-0276 

 
2. Borrower: PK Arbor Glen Limited Dividend Housing Association Limited 

Partnership 
 

Credit Enhancement: 
 

The sponsor proposes a combination of cash, GNMAs and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with a permanent mortgage loan provided by Greystone Servicing 
Corporation, Inc. 

 
Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

 

Bond Counsel: Dinsmore & Shohl LLP ( Lewis Diaz and Sujyot Patel) 
 

Bond Trustee: To be determined 
 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 
 

Other Members of the Development Team: 
 

Equity Partner: National Equity Fund (NEF) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin (Tom Lapka) 
Borrower's Accountant: Tidwell Group (Chris Offat) 
Borrower's Consultant: Greystone Affordable Development (Tanya Eastwood) 
Contractor: Oakwood Construction Company 
Property Management: P.K. Housing & Management Company, LLC 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 
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Sources and Uses of Funds: 
 

Assumed USDA 515 Loans (1st and 2nd) $ 995,179 
New USDA 515 Loan (2nd) 2,154,000 
New USDA 538 Loan (1st) 517,000 
Seller's Note 260,471 
Replacement Reserve 67,000 
Investment Income 40,058 
Equity Contribution from Investor 769,862 
Deferred Developer Fee 123,237 

 
Total Sources of Funds $ 4,926,807 

 
 

Acquisition $ 1,452,931 
Construction/Rehabilitation 2,157,309 
Professional Fees 56,600 
Interim Construction Costs 153,635 
Reserves and Escrows 115,371 
Syndication Costs 44,940 
Permanent Loan, Title & Legal Fees 32,868 
Market, Environmental, Bond Financing,  

Relocation, Tax Credit, Compliance  
Monitoring and Other Fees 255,383 

Developer Fee 657,770 

Total Uses of Funds $ 4,926,807 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
ARBOR GLEN APARTMENTS 

VILLAGE OF ST. CHARLES, SAGINAW COUNTY 
 MSHDA No. 44c-171 

July 30, 2020 

WHEREAS, PK Development Group LLC (the "Applicant"), desires to acquire and substantially 
rehab a multifamily housing facility (the "Project") in the Village of St. Charles, Saginaw County, 
Michigan; and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of Two Million Two Hundred Eighty-Nine Thousand Dollars 
($2,289,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Arbor Glen Limited Dividend Housing Association Limited 
Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to finance the 
acquisition, construction and equipping of the Project, which constitutes a housing project as 
defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Four Million Nine 
Hundred Twenty-Six Thousand Eight Hundred Seven Dollars ($4,926,807); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing associations 
for the construction and long-term financing of multifamily housing projects and to obtain the monies 
for such loans by the issuance of bonds in compliance with and pursuant to the terms and 
provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this Resolution, 
it being the intent and purpose of the Authority in adopting this Resolution to provide the necessary 
official action with respect to the Bonds as will meet the requirements of the Internal Revenue Code 
and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has paid
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the expenditure, or (ii) the date on which the Project is placed in service, but in no 
event more than three (3) years after the expenditure is paid.  All reimbursement of 
expenditures shall follow the procedures described in Treasury Regulation Section 
1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed Two Million Two
Hundred Eighty-Nine Thousand Dollars ($2,289,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of Section
44c of the Act, the Authority's Amended and Restated Pass-Through Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit enhancement
with respect to the Bonds in a form and amount sufficient to assure the Authority that
repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay the
principal, interest and premium, if any, of the Bonds, establish appropriate reserves, and
pay costs and expenses relating to the issuance of the Bonds and the making of the Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as are
in form and substance satisfactory to the Authority, the Department of Attorney General of
the State of Michigan and bond counsel to the Authority, which shall include such additional
security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any subsequent
Resolution authorizing the Authority's loan commitment with respect to the Project, the
Authority will authorize, pursuant to a Bond Resolution of the Authority, the issuance of the
Bonds in a principal amount not exceeding Two Million Two Hundred Eighty-Nine Thousand
Dollars ($2,289,000) for the purposes of making the Loan and funding the reserves and
costs associated with the issuance and administration of the Bonds as aforesaid, and will
enter into a loan agreement and related documents with the Borrower, which proceedings
shall be subject to the approval of the Department of Attorney General of the State of
Michigan, bond counsel to the Authority and the Michigan Department of Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be made
by or on behalf of the Borrower to the Authority (or to a trustee appointed by the Authority
pursuant to the Bond Resolution), as provided in the Bond Resolution. The agreements
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relating to the Loan and the issuance of the Bonds shall contain such provisions as will be 
necessary to make absolutely clear and certain that under no circumstances will the Bonds 
or this Resolution be a debt of the State of Michigan, nor will the State of Michigan be liable 
on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale of
the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental agencies
for such income tax and other rulings and approvals as may be necessary in relation to the
issuance of the Bonds. Any Authorized Officer is authorized to execute such powers of
attorney and other documents as may be appropriate in connection with the foregoing.  All
costs and expenses pertaining to the above matter shall be paid from the Bond proceeds or
by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution are
hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or the
proposed residents of the Project merits the use of Authority limited obligation bonds as a
financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.



PASS-THROUGH BOND PROGRAM 

MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-172 
Development Name: Clairewood Apartments 
Development Location: City of St. Clair, St. Clair County 
Sponsor: PK Development Group LLC 
Borrower: PK Clairewood Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 48 Family Units, including one manager's unit 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $4,134,504 (estimated) 
Aggregate LIHTC Basis: $3,583,787 
Total Loan Amount: $1,904,000 (53.13% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 48 family apartment units (including one 
manager's unit) on a site at 811 South Carney Drive in the City of St. Clair. 100% of the restricted 
units in the development--including 23 one-bedroom and 24 two-bedroom apartments--will be 
targeted to households with incomes at or below 60% of area median income, utilizing the new 
MTSP income limits. 11 units receive Section 521 rental assistance from the U.S. Department of 
Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 47 units in the Development (23 one-bedroom and 24 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

The income of the individuals and the area gross median income shall be determined by
the Secretary of the Treasury in a manner consistent with determinations of lower income
families and area median gross income under Section 8 of the U.S. Housing Act of 1937,
including adjustments for family size. Until the Secretary of Treasury publishes its
requirements, income of individuals shall be determined in accordance with the Section 8
regulations.
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2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 47 units in the Development (23
one bedroom and 24 two bedroom apartments) may not exceed 30% of 1/12 of the 60%
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These
limitations on rental rates shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the LIHTC Regulatory
Agreement, known as the Extended Use Period (the "EUP"). The manager's unit will be
available for rental at market rates.

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least forty percent (40%) of the units in the Development must be occupied or
held available for occupancy by individuals whose income is lower than the MTSP Limits
60% income limit/, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter until a cap of 25% is reached, and to submit an annual
financial statement evidencing its eligibility for return no later than 90 days after the close
of the Borrower's fiscal year. The Borrower's return is fully cumulative. The amount of the
Borrower's equity will be determined by the Authority.
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5. Bond and Tax Credit Requirements:

At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower
must certify in writing to the sources and uses involved in the financing of the Development
and must also provide the Authority with an opinion of tax counsel that the structure of the
transaction will permit the Borrower to claim the 4% tax credit.

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.
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DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 

1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Ronald (Pete) Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Clairewood Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with a permanent mortgage loan provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP ( Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund (NEF) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin (Tom Lapka) 
Borrower's Accountant: Tidwell Group (Chris Offat) 
Borrower's Consultant: Greystone Affordable Development (Tanya Eastwood) 
Contractor: Oakwood Construction Company 
Property Management: P.K. Housing & Management Company, LLC 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 

Sources and Uses of Funds: 

Assumed USDA 515 Loan $ 782,634 
New USDA 515 Loan (2nd) 2,130,000 
New USDA 538 Loan (1st) 518,000 
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Replacement Reserve 39,000 
Investment Income 33,320 
Equity Contribution from Investor 513,787 
Deferred Developer Fee 117,763 

Total Sources of Funds $ 4,143,504 

Acquisition $ 836,948 
Construction/Rehabilitation 2,116,052 
Professional Fees 56,600 
Interim Construction Costs 136,806 
Reserves and Escrows 163,824 
Syndication Costs 44,940 
Permanent Loan, Title & Legal Fees 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 

32,897 

161,600 
Developer Fee 584,837 

Total Uses of Funds $ 4,134,504 



Inducement Resolution Staff Report 
#44c-172, Clairewood Apartments 

City of St. Clair, St. Clair County 
July 30, 2020 

Page 7 of 7 

Jeffrey J 
Sykes 

Digitally signed by Jeffrey 
J Sykes 
Date: 2020.07.15 
12:37:00 -04'00' 

Clarence L. 
Stone, Jr. 

Digitally signed by 
Clarence L. Stone, Jr. 
Date: 2020.07.15 
13:35:50 -04'00' 

Digitally signed by Gary 

Gary Heidel Heidel
 

Date: 2020.07.15 
14:59:25 -04'00' 

APPROVALS: 

Jeffrey Sykes, Chief Financial Officer Date 

Clarence L. Stone, Jr., Director of Legal Affairs Date 

Gary Heidel, Acting Executive Director Date 

7/15/2020

7/15/2020

7/15/2020



-1-

 

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
CLAIREWOOD APARTMENTS 

CITY OF ST. CLAIR, ST. CLAIR COUNTY 
 MSHDA No. 44c-172 

July 30, 2020 

WHEREAS, PK Development Group LLC (the "Applicant"), desires to acquire and substantially 
rehab a multifamily housing facility (the "Project") in the City of St. Clair, St. Clair County, Michigan; 
and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of One Million Nine Hundred Four Thousand Dollars 
($1,904,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Arbor Glen Limited Dividend Housing Association Limited 
Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to finance the 
acquisition, construction and equipping of the Project, which constitutes a housing project as 
defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Four Million One 
Hundred Thirty-Four Thousand Five Hundred Four Dollars ($4,134,504); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing associations 
for the construction and long-term financing of multifamily housing projects and to obtain the monies 
for such loans by the issuance of bonds in compliance with and pursuant to the terms and 
provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this Resolution, 
it being the intent and purpose of the Authority in adopting this Resolution to provide the necessary 
official action with respect to the Bonds as will meet the requirements of the Internal Revenue Code 
and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has paid
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the expenditure, or (ii) the date on which the Project is placed in service, but in no 
event more than three (3) years after the expenditure is paid.  All reimbursement of 
expenditures shall follow the procedures described in Treasury Regulation Section 
1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed One Million
Nine Hundred Four Thousand Dollars ($1,904,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of Section
44c of the Act, the Authority's Amended and Restated Pass-Through Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit enhancement
with respect to the Bonds in a form and amount sufficient to assure the Authority that
repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay the
principal, interest and premium, if any, of the Bonds, establish appropriate reserves, and
pay costs and expenses relating to the issuance of the Bonds and the making of the Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as are
in form and substance satisfactory to the Authority, the Department of Attorney General of
the State of Michigan and bond counsel to the Authority, which shall include such additional
security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any subsequent
Resolution authorizing the Authority's loan commitment with respect to the Project, the
Authority will authorize, pursuant to a Bond Resolution of the Authority, the issuance of the
Bonds in a principal amount not exceeding  of One Million Nine Hundred Four Thousand
Dollars ($1,904,000) for the purposes of making the Loan and funding the reserves and
costs associated with the issuance and administration of the Bonds as aforesaid, and will
enter into a loan agreement and related documents with the Borrower, which proceedings
shall be subject to the approval of the Department of Attorney General of the State of
Michigan, bond counsel to the Authority and the Michigan Department of Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be made
by or on behalf of the Borrower to the Authority (or to a trustee appointed by the Authority
pursuant to the Bond Resolution), as provided in the Bond Resolution. The agreements
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relating to the Loan and the issuance of the Bonds shall contain such provisions as will be 
necessary to make absolutely clear and certain that under no circumstances will the Bonds 
or this Resolution be a debt of the State of Michigan, nor will the State of Michigan be liable 
on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale of
the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental agencies
for such income tax and other rulings and approvals as may be necessary in relation to the
issuance of the Bonds. Any Authorized Officer is authorized to execute such powers of
attorney and other documents as may be appropriate in connection with the foregoing.  All
costs and expenses pertaining to the above matter shall be paid from the Bond proceeds or
by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution are
hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or the
proposed residents of the Project merits the use of Authority limited obligation bonds as a
financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.
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RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-173 
Development Name: Creekside Apartments 
Development Location: Village of Ravenna, Muskegon County 
Sponsor: PK Development Group LLC 
Borrower: PK Creekside Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 32 Family Units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $4,578,284 (estimated) 
Aggregate LIHTC Basis: $4,046,256 
Total Loan Amount: $2,149,000 (53.11% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 32 family apartment units on a site at 3796 
South Ravenna Road in the Village of Ravenna. 100% of the 32 income-restricted units in the 
development--including 16 one-bedroom and 16 two-bedroom apartments--will be targeted to 
households with incomes at or below 60% of area median income, utilizing the new MTSP income 
limits. 29 units receive Section 521 rental assistance from the U.S. Department of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 32 units in the Development (16 one-bedroom and 16 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

The income of the individuals and the area gross median income shall be determined by
the Secretary of the Treasury in a manner consistent with determinations of lower income
families and area median gross income under Section 8 of the U.S. Housing Act of 1937,
including adjustments for family size. Until the Secretary of Treasury publishes its
requirements, income of individuals shall be determined in accordance with the Section 8
regulations.
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2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 32 units in the Development (16
one-bedroom and 16 two-bedroom apartments) may not exceed 30% of 1/12 of the 60%
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These
limitations on rental rates shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the LIHTC Regulatory
Agreement, known as the Extended Use Period (the "EUP"). The manager's unit will be
available for rental at market rates.

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least 40% of the units in the Development must be occupied or held available
for occupancy by individuals whose income is lower than the MTSP Limits 60% income
limit, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter until a cap of 25% is reached, and to submit an annual
financial statement evidencing its eligibility for return no later than 90 days after the close
of the Borrower's fiscal year. The Borrower's return is fully cumulative. The amount of the
Borrower's equity will be determined by the Authority.

5. Bond and Tax Credit Requirements:
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At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment 
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower 
must certify in writing to the sources and uses involved in the financing of the Development 
and must also provide the Authority with an opinion of tax counsel that the structure of the 
transaction will permit the Borrower to claim the 4% tax credit. 

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds.

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.

DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 
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1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Ronald (Pete) Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Creekside Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs, and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP (Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund, Inc. (NEF) (Jack Bowman) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin, PLLC (Tom Lapka) 
Borrower's Accountant: The Tidwell Group Inc. (Chris Offat) 
Borrower’s Consultant: Greystone Affordable Development (Tanya Eastwood) 
Contractor: Oakwood Construction Company (Craig Moulton) 
Property Management: P.K. Housing and Management Company, LLC (Ronald 

Potterpin) 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 
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Sources and Uses of Funds: 

Assumed USDA 515 Loans (1st and 2nd) $ 881,916 
New USDA 515 Loan (2nd) 1,675,000 
New USDA 538 Loan (1st) 357,000 
Seller's Note 862,552 
Replacement Reserve 119,000 
Investment Income 37,608 
Equity Contribution from Investor 554,551 
Deferred Developer Fee 90,657 

Total Sources of Funds $ 4,578,284 

Acquisition $ 1,881,988 
Construction/Rehabilitation 1,653,544 
Professional Fees 39,000 
Interim Construction Costs 110,412 
Reserves and Escrows 79,807 
Syndication Costs 30,060 
Permanent Loan, Title & Legal Fees 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 

25,520 

199,259 
Developer Fee 558,694 

Total Uses of Funds $ 4,578,284 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
CREEKSIDE APARTMENTS 

VILLAGE OF RAVENNA, MUSKEGON COUNTY 
MSHDA No. 44c-173 

 July 30, 2020 

WHEREAS, PK Companies, LLC (the "Applicant"), desires to acquire and substantially rehab a 
multifamily housing facility (the "Project") in the Village of Ravenna, Muskegon County, Michigan; 
and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of Two Million One Hundred Forty-Nine Thousand Dollars 
($2,149,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Creekside Limited Dividend Housing Association Limited 
Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to finance the 
acquisition, construction and equipping of the Project, which constitutes a housing project as 
defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Four Million Five 
Hundred Seventy-Eight Thousand Two Hundred Eight-Four Dollars ($4,578,284); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing associations 
for the construction and long-term financing of multifamily housing projects and to obtain the monies 
for such loans by the issuance of bonds in compliance with and pursuant to the terms and 
provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this Resolution, 
it being the intent and purpose of the Authority in adopting this Resolution to provide the necessary 
official action with respect to the Bonds as will meet the requirements of the Internal Revenue Code 
and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has paid



-2-

the expenditure, or (ii) the date on which the Project is placed in service, but in no 
event more than three (3) years after the expenditure is paid.  All reimbursement of 
expenditures shall follow the procedures described in Treasury Regulation Section 
1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed Two Million One
Hundred Forty-Nine Thousand Dollars ($2,149,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of Section
44c of the Act, the Authority's Amended and Restated Pass-Through Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit enhancement
with respect to the Bonds in a form and amount sufficient to assure the Authority that
repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay the
principal, interest and premium, if any, of the Bonds, establish appropriate reserves, and
pay costs and expenses relating to the issuance of the Bonds and the making of the Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as are
in form and substance satisfactory to the Authority, the Department of Attorney General of
the State of Michigan and bond counsel to the Authority, which shall include such additional
security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any subsequent
Resolution authorizing the Authority's loan commitment with respect to the Project, the
Authority will authorize, pursuant to a Bond Resolution of the Authority, the issuance of the
Bonds in a principal amount not exceeding Two Million One Hundred Forty-Nine Thousand
Dollars ($2,149,000) for the purposes of making the Loan and funding the reserves and
costs associated with the issuance and administration of the Bonds as aforesaid, and will
enter into a loan agreement and related documents with the Borrower, which proceedings
shall be subject to the approval of the Department of Attorney General of the State of
Michigan, bond counsel to the Authority and the Michigan Department of Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be made
by or on behalf of the Borrower to the Authority (or to a trustee appointed by the Authority
pursuant to the Bond Resolution), as provided in the Bond Resolution. The agreements
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relating to the Loan and the issuance of the Bonds shall contain such provisions as will be 
necessary to make absolutely clear and certain that under no circumstances will the Bonds 
or this Resolution be a debt of the State of Michigan, nor will the State of Michigan be liable 
on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale of
the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental agencies
for such income tax and other rulings and approvals as may be necessary in relation to the
issuance of the Bonds. Any Authorized Officer is authorized to execute such powers of
attorney and other documents as may be appropriate in connection with the foregoing.  All
costs and expenses pertaining to the above matter shall be paid from the Bond proceeds or
by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution are
hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or the
proposed residents of the Project merits the use of Authority limited obligation bonds as a
financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.



PASS-THROUGH BOND PROGRAM 

MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-174 
Development Name: Pine Bluff Apartments 
Development Location: City of Kingsford, Dickinson County 
Sponsor: PK Development Group LLC 
Borrower: PK Pine Bluff Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 56 Family Units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $5,351,517 (estimated) 
Aggregate LIHTC Basis: $4,713,153 
Total Loan Amount: $2,505,000 (53.15% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 56 family apartment units on a site at 677 & 
679 South Westwood Avenue in the City of Kingsford. 100% of the 56 income-restricted units in 
the development--including 26 one-bedroom and 30 two-bedroom apartments--will be targeted to 
households with incomes at or below 60% of area median income, utilizing the new MTSP income 
limits. 27 units receive Section 521 rental assistance from the U.S. Department of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 56 units in the Development (26 one-bedroom and 30 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

The income of the individuals and the area gross median income shall be determined by
the Secretary of the Treasury in a manner consistent with determinations of lower income
families and area median gross income under Section 8 of the U.S. Housing Act of 1937,
including adjustments for family size. Until the Secretary of Treasury publishes its
requirements, income of individuals shall be determined in accordance with the Section 8
regulations.
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2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 56 units in the Development (26
one-bedroom and 30 two-bedroom apartments) may not exceed 30% of 1/12 of the 60%
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These
limitations on rental rates shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the LIHTC Regulatory
Agreement, known as the Extended Use Period (the "EUP"). The manager's unit will be
available for rental at market rates.

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least 40% of the units in the Development must be occupied or held available
for occupancy by individuals whose income is lower than the MTSP Limits 60% income
limit, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter until a cap of 25% is reached, and to submit an annual
financial statement evidencing its eligibility for return no later than 90 days after the close
of the Borrower's fiscal year. The Borrower's return is fully cumulative. The amount of the
Borrower's equity will be determined by the Authority.

5. Bond and Tax Credit Requirements:
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At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment 
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower 
must certify in writing to the sources and uses involved in the financing of the Development 
and must also provide the Authority with an opinion of tax counsel that the structure of the 
transaction will permit the Borrower to claim the 4% tax credit. 

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds.

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.

DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 
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1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Ronald (Pete) Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Pine Bluff Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs, and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP (Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund, Inc. (NEF) (Jack Bowman) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin, PLLC (Tom Lapka) 
Borrower's Accountant: The Tidwell Group Inc. (Chris Offat) 
Borrower’s Consultant: Greystone Affordable Development (Tanya Eastwood) 
Contractor: Oakwood Construction Company (Craig Moulton) 
Property Management: P.K. Housing and Management Company, LLC (Ronald 

Potterpin) 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 
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Sources and Uses of Funds: 

Assumed USDA 515 Loans (1st and 2nd) $ 1,190,607 
New USDA 515 Loan (2nd) 2,722,000 
New USDA 538 Loan (1st) 0 
Seller's Note 0 
Replacement Reserve 0 
Investment Income 43,838 
Equity Contribution from Investor 1,239,087 
Deferred Developer Fee 155,985 

Total Sources of Funds $ 5,351,517 

Acquisition $ 1,330,229 
Construction/Rehabilitation 2,847,038 
Professional Fees 65,400 
Interim Construction Costs 53,858 
Reserves and Escrows 209,041 
Syndication Costs 52,380 
Permanent Loan, Title & Legal Fees 2,250 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 193,684 

Developer Fee 597,637 

Total Uses of Funds $ 5,351,517 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
PINE BLUFF APARTMENTS 

CITY OF KINGSFORD, DICKINSON COUNTY 
 MSHDA No. 44c-174 

 July 30, 2020 

WHEREAS, PK Companies, LLC (the "Applicant"), desires to acquire and substantially rehab a 
multifamily housing facility (the "Project") in the City of Kingsford, Dickinson County, Michigan; and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of Two Million Five Hundred Five Thousand Dollars 
($2,505,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Pine Bluff Limited Dividend Housing Association Limited 
Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to finance the 
acquisition, construction and equipping of the Project, which constitutes a housing project as 
defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Five Million Three 
Hundred Fifty-One Thousand Five Hundred Seventeen Dollars ($5,351,517); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing associations 
for the construction and long-term financing of multifamily housing projects and to obtain the monies 
for such loans by the issuance of bonds in compliance with and pursuant to the terms and 
provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this Resolution, 
it being the intent and purpose of the Authority in adopting this Resolution to provide the necessary 
official action with respect to the Bonds as will meet the requirements of the Internal Revenue Code 
and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has paid
the expenditure, or (ii) the date on which the Project is placed in service, but in no
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event more than three (3) years after the expenditure is paid.  All reimbursement of 
expenditures shall follow the procedures described in Treasury Regulation Section 
1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed Two Million Five
Hundred Five Thousand Dollars ($2,505,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of Section
44c of the Act, the Authority's Amended and Restated Pass-Through Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit enhancement
with respect to the Bonds in a form and amount sufficient to assure the Authority that
repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay the
principal, interest and premium, if any, of the Bonds, establish appropriate reserves, and
pay costs and expenses relating to the issuance of the Bonds and the making of the Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as are
in form and substance satisfactory to the Authority, the Department of Attorney General of
the State of Michigan and bond counsel to the Authority, which shall include such additional
security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any subsequent
Resolution authorizing the Authority's loan commitment with respect to the Project, the
Authority will authorize, pursuant to a Bond Resolution of the Authority, the issuance of the
Bonds in a principal amount not exceeding Two Million Five Hundred Five Thousand Dollars
($2,505,000) for the purposes of making the Loan and funding the reserves and costs
associated with the issuance and administration of the Bonds as aforesaid, and will enter
into a loan agreement and related documents with the Borrower, which proceedings shall be
subject to the approval of the Department of Attorney General of the State of Michigan,
bond counsel to the Authority and the Michigan Department of Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be made
by or on behalf of the Borrower to the Authority (or to a trustee appointed by the Authority
pursuant to the Bond Resolution), as provided in the Bond Resolution. The agreements
relating to the Loan and the issuance of the Bonds shall contain such provisions as will be
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necessary to make absolutely clear and certain that under no circumstances will the Bonds 
or this Resolution be a debt of the State of Michigan, nor will the State of Michigan be liable 
on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale of
the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental agencies
for such income tax and other rulings and approvals as may be necessary in relation to the
issuance of the Bonds. Any Authorized Officer is authorized to execute such powers of
attorney and other documents as may be appropriate in connection with the foregoing.  All
costs and expenses pertaining to the above matter shall be paid from the Bond proceeds or
by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution are
hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or the
proposed residents of the Project merits the use of Authority limited obligation bonds as a
financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.



PASS-THROUGH BOND PROGRAM 

MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-175 
Development Name: Grayling Pines Apartments 
Development Location: City of Grayling, Crawford County 
Sponsor: PK Development Group LLC 
Borrower: PK Grayling Pines Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 24 Family Units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $2,789,458 (estimated) 
Aggregate LIHTC Basis: $2,494,505 
Total Loan Amount: $1,325,000 (53.12% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 



Inducement Resolution Staff Report 
#44c-175, Grayling Pines Apartments 

City of Grayling, Crawford County 
July 30, 2020 

Page 2 of 7 

PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 24 family apartment units on a site at 595 
Meadows Drive in the City of Grayling. 100% of the 24 income-restricted units in the 
development--including 8 one-bedroom and 16 two-bedroom apartments--will be targeted to 
households with incomes at or below 60% of area median income, utilizing the new MTSP income 
limits. 23 units receive Section 521 rental assistance from the U.S. Department of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 24 units in the Development (8 one-bedroom and 16 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

The income of the individuals and the area gross median income shall be determined by
the Secretary of the Treasury in a manner consistent with determinations of lower income
families and area median gross income under Section 8 of the U.S. Housing Act of 1937,
including adjustments for family size. Until the Secretary of Treasury publishes its
requirements, income of individuals shall be determined in accordance with the Section 8
regulations.
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2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 24 units in the Development (8
one-bedroom and 16 two-bedroom apartments) may not exceed 30% of 1/12 of the 60%
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These
limitations on rental rates shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the LIHTC Regulatory
Agreement, known as the Extended Use Period (the "EUP"). The manager's unit will be
available for rental at market rates.

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least 40% of the units in the Development must be occupied or held available
for occupancy by individuals whose income is lower than the MTSP Limits 60% income
limit, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter, and to submit an annual financial statement evidencing its
eligibility for return no later than 90 days after the close of the Borrower's fiscal year. The
Borrower's return is fully cumulative. The amount of the Borrower's equity will be
determined by the Authority.

5. Bond and Tax Credit Requirements:
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At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment 
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower 
must certify in writing to the sources and uses involved in the financing of the Development 
and must also provide the Authority with an opinion of tax counsel that the structure of the 
transaction will permit the Borrower to claim the 4% tax credit. 

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds.

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.

DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 
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1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Ronald (Pete) Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Grayling Pines Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs, and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP (Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund, Inc. (NEF) (Jack Bowman) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin, PLLC (Tom Lapka) 
Borrower's Accountant: The Tidwell Group Inc. (Chris Offat) 
Borrower’s Consultant: Greystone Affordable Development (Tanya Eastwood) 
Contractor: Oakwood Construction Company (Craig Moulton) 
Property Management: P.K. Housing and Management Company, LLC (Ronald 

Potterpin) 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 
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Sources and Uses of Funds: 

Assumed USDA 515 Loans (1st and 2nd) $ 438,902 
New USDA 515 Loan (2nd) 1,283,000 
New USDA 538 Loan (1st) 150,000 
Seller's Note 0 
Replacement Reserve 0 
Investment Income 23,188 
Equity Contribution from Investor 829,071 
Deferred Developer Fee 65,297 

Total Sources of Funds $ 2,789,458 

Acquisition $ 850,416 
Construction/Rehabilitation 1,267,901 
Professional Fees 30,200 
Interim Construction Costs 57,756 
Reserves and Escrows 66,065 
Syndication Costs 22,620 
Permanent Loan, Title & Legal Fees 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 

18,163 

106,894 
Developer Fee 369,443 

Total Uses of Funds $ 2,789,458 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
GRAYLING PINES APARTMENTS 

CITY OF GRAYLING, CRAWFORD COUNTY 
MSHDA No. 44c-175 

 July 30, 2020 

WHEREAS, PK Companies, LLC (the "Applicant"), desires to acquire and substantially rehab a 
multifamily housing facility (the "Project") in the City of Grayling, Crawford County, Michigan; and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of One Million Three Hundred Twenty-Five Thousand Dollars 
($1,325,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Grayling Pines Limited Dividend Housing Association 
Limited Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to 
finance the acquisition, construction and equipping of the Project, which constitutes a housing 
project as defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Two Million Seven 
Hundred Eighty-Nine Thousand Four Hundred Fifty-Eight Dollars ($2,789,458); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing associations 
for the construction and long-term financing of multifamily housing projects and to obtain the monies 
for such loans by the issuance of bonds in compliance with and pursuant to the terms and 
provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this Resolution, 
it being the intent and purpose of the Authority in adopting this Resolution to provide the necessary 
official action with respect to the Bonds as will meet the requirements of the Internal Revenue Code 
and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has paid
the expenditure, or (ii) the date on which the Project is placed in service, but in no
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event more than three (3) years after the expenditure is paid.  All reimbursement of 
expenditures shall follow the procedures described in Treasury Regulation Section 
1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed One Million
Three Hundred Twenty-Five Thousand Dollars ($1,325,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of Section
44c of the Act, the Authority's Amended and Restated Pass-Through Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit enhancement
with respect to the Bonds in a form and amount sufficient to assure the Authority that
repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay the
principal, interest and premium, if any, of the Bonds, establish appropriate reserves, and
pay costs and expenses relating to the issuance of the Bonds and the making of the Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as are
in form and substance satisfactory to the Authority, the Department of Attorney General of
the State of Michigan and bond counsel to the Authority, which shall include such additional
security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any subsequent
Resolution authorizing the Authority's loan commitment with respect to the Project, the
Authority will authorize, pursuant to a Bond Resolution of the Authority, the issuance of the
Bonds in a principal amount not exceeding One Million Three Hundred Twenty-Five
Thousand Dollars ($1,325,000) for the purposes of making the Loan and funding the
reserves and costs associated with the issuance and administration of the Bonds as
aforesaid, and will enter into a loan agreement and related documents with the Borrower,
which proceedings shall be subject to the approval of the Department of Attorney General of
the State of Michigan, bond counsel to the Authority and the Michigan Department of
Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be made
by or on behalf of the Borrower to the Authority (or to a trustee appointed by the Authority
pursuant to the Bond Resolution), as provided in the Bond Resolution. The agreements
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relating to the Loan and the issuance of the Bonds shall contain such provisions as will be 
necessary to make absolutely clear and certain that under no circumstances will the Bonds 
or this Resolution be a debt of the State of Michigan, nor will the State of Michigan be liable 
on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale of
the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental agencies
for such income tax and other rulings and approvals as may be necessary in relation to the
issuance of the Bonds. Any Authorized Officer is authorized to execute such powers of
attorney and other documents as may be appropriate in connection with the foregoing.  All
costs and expenses pertaining to the above matter shall be paid from the Bond proceeds or
by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution are
hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or the
proposed residents of the Project merits the use of Authority limited obligation bonds as a
financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.
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MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-176 
Development Name: Lakewood Apartments 
Development Location: Village of Stockbridge, Ingham County 
Sponsor: PK Development Group LLC 
Borrower: PK Lakewood Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 32 Family Units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $3,253,737 (estimated) 
Aggregate LIHTC Basis: $2,797,591 
Total Loan Amount: $1,488,000 (53.19% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 32 family apartment units on a site at 831 
South Clinton Street in the Township of Stockbridge. 100% of the 32 income-restricted units in 
the development--including 16 one-bedroom and 16 two-bedroom apartments--will be targeted to 
households with incomes at or below 60% of area median income, utilizing the new MTSP income 
limits. 16 units receive Section 521 rental assistance from the U.S. Department of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 32 units in the Development (16 one-bedroom and 16 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

The income of the individuals and the area gross median income shall be determined by
the Secretary of the Treasury in a manner consistent with determinations of lower income
families and area median gross income under Section 8 of the U.S. Housing Act of 1937,
including adjustments for family size. Until the Secretary of Treasury publishes its
requirements, income of individuals shall be determined in accordance with the Section 8
regulations.
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2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 32 units in the Development (16
one-bedroom and 16 two-bedroom apartments) may not exceed 30% of 1/12 of the 60%
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These
limitations on rental rates shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the LIHTC Regulatory
Agreement, known as the Extended Use Period (the "EUP"). The manager's unit will be
available for rental at market rates.

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least 40% of the units in the Development must be occupied or held available
for occupancy by individuals whose income is lower than the MTSP Limits 60% income
limit, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter until a cap of 25% is reached, and to submit an annual
financial statement evidencing its eligibility for return no later than 90 days after the close
of the Borrower's fiscal year. The Borrower's return is fully cumulative. The amount of the
Borrower's equity will be determined by the Authority.

5. Bond and Tax Credit Requirements:
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At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment 
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower 
must certify in writing to the sources and uses involved in the financing of the Development 
and must also provide the Authority with an opinion of tax counsel that the structure of the 
transaction will permit the Borrower to claim the 4% tax credit. 

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds.

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.

DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 
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1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Ronald (Pete) Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Lakewood Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs, and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP (Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund, Inc. (NEF) (Jack Bowman) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin, PLLC (Tom Lapka) 
Borrower's Accountant: The Tidwell Group Inc. (Chris Offat) 
Borrower’s Consultant: Greystone Affordable Development (Tanya Eastwood) 
Contractor: Oakwood Construction Company (Craig Moulton) 
Property Management: P.K. Housing and Management Company, LLC (Ronald 

Potterpin) 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 
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Sources and Uses of Funds: 

Assumed USDA 515 Loans (1st and 2nd) $ 485,564 
New USDA 515 Loan (2nd) 1,528,000 
New USDA 538 Loan (1st) 301,000 
Seller's Note 119,271 
Replacement Reserve 0 
Investment Income 26,040 
Equity Contribution from Investor 708,677 
Deferred Developer Fee 85,185 

Total Sources of Funds $ 3,253,737 

Acquisition $ 886,015 
Construction/Rehabilitation 1,498,533 
Professional Fees 39,000 
Interim Construction Costs 98,113 
Reserves and Escrows 106,542 
Syndication Costs 30,060 
Permanent Loan, Title & Legal Fees 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 

23,896 

132,680 
Developer Fee 438,898 

Total Uses of Funds $ 3,253,737 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
LAKEWOOD APARTMENTS 

VILLAGE OF STOCKBRIDGE, INGHAM COUNTY 
MSHDA No. 44c-176 

 July 30, 2020 

WHEREAS, PK Companies, LLC (the "Applicant"), desires to acquire and substantially rehab a 
multifamily housing facility (the "Project") in the Village of Stockbridge, Ingham County, Michigan; 
and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of One Million Four Hundred Eighty-Eight Thousand Dollars 
($1,488,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Lakewood Limited Dividend Housing Association Limited 
Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to finance the 
acquisition, construction and equipping of the Project, which constitutes a housing project as 
defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Three Million Two 
Hundred Fifty-Three Thousand Seven Hundred Thirty-Seven Dollars ($3,253,737); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing associations 
for the construction and long-term financing of multifamily housing projects and to obtain the monies 
for such loans by the issuance of bonds in compliance with and pursuant to the terms and 
provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this Resolution, 
it being the intent and purpose of the Authority in adopting this Resolution to provide the necessary 
official action with respect to the Bonds as will meet the requirements of the Internal Revenue Code 
and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has paid
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the expenditure, or (ii) the date on which the Project is placed in service, but in no 
event more than three (3) years after the expenditure is paid.  All reimbursement of 
expenditures shall follow the procedures described in Treasury Regulation Section 
1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed One Million
Four Hundred Eighty-Eight Thousand Dollars ($1,488,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of Section
44c of the Act, the Authority's Amended and Restated Pass-Through Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit enhancement
with respect to the Bonds in a form and amount sufficient to assure the Authority that
repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay the
principal, interest and premium, if any, of the Bonds, establish appropriate reserves, and
pay costs and expenses relating to the issuance of the Bonds and the making of the Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as are
in form and substance satisfactory to the Authority, the Department of Attorney General of
the State of Michigan and bond counsel to the Authority, which shall include such additional
security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any subsequent
Resolution authorizing the Authority's loan commitment with respect to the Project, the
Authority will authorize, pursuant to a Bond Resolution of the Authority, the issuance of the
Bonds in a principal amount not exceeding One Million Four Hundred Eighty-Eight
Thousand Dollars ($1,488,000) for the purposes of making the Loan and funding the
reserves and costs associated with the issuance and administration of the Bonds as
aforesaid, and will enter into a loan agreement and related documents with the Borrower,
which proceedings shall be subject to the approval of the Department of Attorney General of
the State of Michigan, bond counsel to the Authority and the Michigan Department of
Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be made
by or on behalf of the Borrower to the Authority (or to a trustee appointed by the Authority
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pursuant to the Bond Resolution), as provided in the Bond Resolution. The agreements 
relating to the Loan and the issuance of the Bonds shall contain such provisions as will be 
necessary to make absolutely clear and certain that under no circumstances will the Bonds 
or this Resolution be a debt of the State of Michigan, nor will the State of Michigan be liable 
on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale of
the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental agencies
for such income tax and other rulings and approvals as may be necessary in relation to the
issuance of the Bonds. Any Authorized Officer is authorized to execute such powers of
attorney and other documents as may be appropriate in connection with the foregoing.  All
costs and expenses pertaining to the above matter shall be paid from the Bond proceeds or
by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution are
hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or the
proposed residents of the Project merits the use of Authority limited obligation bonds as a
financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.



GOLDENROD 
TAB K 

PASS-THROUGH BOND PROGRAM 

MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-177 
Development Name: Sable Pointe Apartments 
Development Location: City of Hart AND GOLDEN TOWNSHIP, Oceana County 
Sponsor: PK Development Group LLC 
Borrower: PK Sable Pointe Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 20 Family Units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $2,427,812 (estimated) 
Aggregate LIHTC Basis: $2,232,365 
Total Loan Amount: $1,186,000 (53.13% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
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contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 

PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amend and Restated Pass-Through Bond Program 
with a maximum allocation of $100 million in tax-exempt bond volume cap. This program imposes 
rent and income targeting requirements of either 40% at 60% of area median income or 20% at 
50% of area median income and limits the bond allocation available per project and per sponsor. 
It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 20 TOTAL family apartment units on 5a siteS 
at 2741 Meadowbrook Lane, 34 N. CLYMER STREET, AND 715 E. CONCORD STREET in the 
City of Hart, AND 6188 W. FOX ROAD, MEARS, GOLDEN TOWNSHIP. 100% of the 20 income- 
restricted units in the development--including 5 one-bedroom and 15 two-bedroom apartments-- 
will be targeted to households with incomes at or below 60% of area median income, utilizing the 
new MTSP income limits.  All 20 units currently receive Section 521 rental assistance from the 
U.S. Department of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 20 units in the Development (5 one-bedroom and 15 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

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

2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 20 units in the Development (5 one
bedroom and 15 two bedroom apartments) may not exceed 30% of 1/12 of the 60% MTSP
Limit, assuming occupancy by one and one-half persons per bedroom. These limitations
on rental rates shall be contained in a covenant running with the land and shall remain in
effect for the period that the Authority mortgage loan remains outstanding, but in no event
for less than the period of time required by the terms of the LIHTC Regulatory Agreement,
known as the Extended Use Period (the "EUP").

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least forty percent (40%) of the units in the Development must be occupied or
held available for occupancy by individuals whose income is lower than the MTSP Limits
60% income limit/, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter, and to submit an annual financial statement evidencing its
eligibility for return no later than 90 days after the close of the Borrower's fiscal year. The
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Borrower's  return  is fully cumulative. The amount of the Borrower's equity will be 
determined by the Authority. 

5. Bond and Tax Credit Requirements:

At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower
must certify in writing to the sources and uses involved in the financing of the Development
and must also provide the Authority with an opinion of tax counsel that the structure of the
transaction will permit the Borrower to claim the 4% tax credit.

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.
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DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 

1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Pete Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Sable Pointe Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP ( Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund (NEF) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin (Tom Lapka) 
Borrower's Accountant: Tidwell Group (Chris Offat) 
Contractor: Oakwood Construction Company 
Property Management: P.K. Housing & Management Company, LLC 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 

Sources and Uses of Funds: 

Assumed USDA 515 Loans (1st and 2nd) $  189,052 
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New USDA 515 Loan (2nd) 195,000 
Seller's Note 259,576 
Replacement Reserve 0 
Investment Income 20,755 
Equity Contribution from Investor 1,642,041 
Deferred Developer Fee 121,388 

Total Sources of Funds $ 2,427,812 

Acquisition $ 531,498 
Construction/Rehabilitation 1,254,307 
Professional Fees 25,800 
Interim Construction Costs 41,507 
Reserves and Escrows 77,280 
Syndication Costs 18,900 
Permanent Loan, Title & Legal Fees 2,250 
Market, Environmental, Bond Financing, 
Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 135,049 

Developer Fee 341,221 

Total Uses of Funds $ 2,427,812 
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TAB K 

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
SABLE POINTE APARTMENTS 

CITY OF HART, OCEANA COUNTY 
 MSHDA No. 44c-177 

 July 30, 2020 

WHEREAS, PK Development Group, LLC, (the "Applicant"), desires to acquire and substantially 
rehab a MULTI-SITE multifamily housing facility (the "Project") in AND AROUND the City of Hart, 
Oceana County, Michigan; and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of One Million One Hundred Eight-Six Thousand Dollars 
($1,186,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Sable Pointe Limited Dividend Housing Association 
Limited Partnership  or an eligible borrower entity to be formed under the Act (the "Borrower"), to 
finance the acquisition, construction and equipping of the Project, which constitutes a housing 
project as defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Two Million Four 
Hundred Twenty-Seven Thousand Eight Hundred Twelve Dollars ($2,427,812); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing 
associations for the construction and long-term financing of multifamily housing projects and to 
obtain the monies for such loans by the issuance of bonds in compliance with and pursuant to the 
terms and provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this 
Resolution, it being the intent and purpose of the Authority in adopting this Resolution to provide 
the necessary official action with respect to the Bonds as will meet the requirements of the Internal 
Revenue Code and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
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that is eighteen months after the later of (i) the date on which the Borrower has 
paid the expenditure, or (ii) the date on which the Project is placed in service, but 
in no event more than three (3) years after the expenditure is paid.  All 
reimbursement of expenditures shall follow the procedures described in Treasury 
Regulation Section 1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed One Million
One Hundred Eighty-Six Thousand Dollars ($1,186,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of
Section 44c of the Act, the Authority's Pass-Through Short-Term Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit
enhancement with respect to the Bonds in a form and amount sufficient to assure the
Authority that repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay
the principal, interest and premium, if any, of the Bonds, establish appropriate reserves,
and pay costs and expenses relating to the issuance of the Bonds and the making of the
Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as
are in form and substance satisfactory to the Authority, the Department of Attorney
General of the State of Michigan and bond counsel to the Authority, which shall include
such additional security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any
subsequent Resolution authorizing the Authority's loan commitment with respect to the
Project, the Authority will authorize, pursuant to a Bond Resolution of the Authority, the
issuance of the Bonds in a principal amount not exceeding  One Million One Hundred
Eighty-Six Thousand Dollars ($1,186,000) for the purposes of making the Loan and
funding the reserves and costs associated with the issuance and administration of the
Bonds as aforesaid, and will enter into a loan agreement and related documents with the
Borrower, which proceedings shall be subject to the approval of the Department of
Attorney General of the State of Michigan, bond counsel to the Authority and the Michigan
Department of Treasury.
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8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be
made by or on behalf of the Borrower to the Authority (or to a trustee appointed by the
Authority pursuant to the Bond Resolution), as provided in the Bond Resolution. The
agreements relating to the Loan and the issuance of the Bonds shall contain such
provisions as will be necessary to make absolutely clear and certain that under no
circumstances will the Bonds or this Resolution be a debt of the State of Michigan, nor will
the State of Michigan be liable on the Bonds.

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale
of the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental
agencies for such income tax and other rulings and approvals as may be necessary in
relation to the issuance of the Bonds. Any Authorized Officer is authorized to execute such
powers of attorney and other documents as may be appropriate in connection with the
foregoing.  All costs and expenses pertaining to the above matter shall be paid from the
Bond proceeds or by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution
are hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or
the proposed residents of the Project merits the use of Authority limited obligation bonds
as a financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.



PASS-THROUGH BOND PROGRAM 

MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-178 
Development Name: Village Apartments 
Development Location: Village of Bellaire, Antrim County 
Sponsor: PK Development Group LLC 
Borrower: PK Village Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 44 Family Units (including one manager’s unit) 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $6,463,112 (estimated) 
Aggregate LIHTC Basis: $6,057,869 
Total Loan Amount: $3,216,000 (53.09% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 44 family apartment units (including one 
manager’s unit) on a site at 110 Birch Street, in the Village of Bellaire, Antrim County. 100% of 
the 44 income-restricted units in the development--including 20 one-bedroom, 16 two-bedroom 
apartments, and 8 three-bedroom apartments -- will be targeted to households with incomes at 
or below 60% of area median income, utilizing the new MTSP income limits. The manager’s unit 
will not be offered at market-rate rents and is included in the income-qualified units. 31 of the 44 
units currently receive Section 521 rental assistance from the U.S. Department of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 44 units in the Development (20 one-bedroom, 16 two-bedroom apartments,
and 8 three-bedroom apartments) must be rented or available for rental by tenants whose
income does not exceed the 60% income limit for Multifamily Tax Subsidy Projects as
determined by HUD with respect to projects financed pursuant to Section 142(d) of the
Internal Revenue Code of 1986, as amended (the "Code"), as further amended by the
Housing and Economic Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted
for family size. These occupancy restrictions shall be contained in a covenant running
with the land and shall remain in effect for the period that the Authority mortgage loan
remains outstanding, but in no event for less than the period of time required by the terms
of the Low Income Housing Tax Credit ("LIHTC") Regulatory Agreement or the period
required by Section 142(d) of the Code. The manager's unit will be rented without regard
to household income.

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

2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 44 units in the Development (20
one-bedroom, 16 two-bedroom apartments, and 8 three-bedroom apartments) may not
exceed 30% of 1/12 of the 60% MTSP Limit, assuming occupancy by one and one-half
persons per bedroom. These limitations on rental rates shall be contained in a covenant
running with the land and shall remain in effect for the period that the Authority mortgage
loan remains outstanding, but in no event for less than the period of time required by the
terms of the LIHTC Regulatory Agreement, known as the Extended Use Period (the
"EUP").

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least forty percent (40%) of the units in the Development must be occupied or
held available for occupancy by individuals whose income is lower than the MTSP Limits
60% income limit/, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter, and to submit an annual financial statement evidencing its
eligibility for return no later than 90 days after the close of the Borrower's fiscal year. The
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Borrower's  return  is fully cumulative. The amount of the Borrower's equity will be 
determined by the Authority. 

5. Bond and Tax Credit Requirements:

At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower
must certify in writing to the sources and uses involved in the financing of the Development
and must also provide the Authority with an opinion of tax counsel that the structure of the
transaction will permit the Borrower to claim the 4% tax credit.

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.
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DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 

1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Pete Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Village Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP ( Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund (NEF) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin (Tom Lapka) 
Borrower's Accountant: Tidwell Group (Chris Offat) 
Contractor: Oakwood Construction Company 
Property Management: P.K. Housing & Management Company, LLC 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 

Sources and Uses of Funds: 

Assumed USDA 515 Loans (1st and 2nd) $  1,014,276 
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New USDA 515 Loan (2nd) 1,285,000 
Seller's Note 1,278,360 
Replacement Reserve 0 
Investment Income 56,280 
Equity Contribution from Investor 2,692,662 
Deferred Developer Fee 136,534 

Total Sources of Funds $ 6,463,112 

Acquisition $ 2,558,127 
Construction/Rehabilitation 2,503,112 
Professional Fees 52,200 
Interim Construction Costs 106,597 
Reserves and Escrows 177,849 
Syndication Costs 41,220 
Permanent Loan, Title & Legal Fees 2,250 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 229,569 

Developer Fee 792,188 

Total Uses of Funds $ 6,463,112 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
VILLAGE APARTMENTS 

VILLAGE OF BELLAIRE, ANTRIM COUNTY 
 MSHDA No. 44c-178 

 July 30, 2020 

WHEREAS, PK Companies, LLC (the "Applicant"), desires to acquire and substantially rehab a 
multifamily housing facility (the "Project") in the Village of Bellaire, Antrim County, Michigan; and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of Three Million Two Hundred Sixteen Thousand Dollars 
($3,216,000 ) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Village Limited Dividend Housing Association Limited 
Partnership  or an eligible borrower entity to be formed under the Act (the "Borrower"), to finance 
the acquisition, construction and equipping of the Project, which constitutes a housing project as 
defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Six Million Four 
Hundred Sixty-Three Thousand One Hundred Twelve Dollars ($6,463,112); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing 
associations for the construction and long-term financing of multifamily housing projects and to 
obtain the monies for such loans by the issuance of bonds in compliance with and pursuant to the 
terms and provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this 
Resolution, it being the intent and purpose of the Authority in adopting this Resolution to provide 
the necessary official action with respect to the Bonds as will meet the requirements of the Internal 
Revenue Code and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has
paid the expenditure, or (ii) the date on which the Project is placed in service, but
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in no event more than three (3) years after the expenditure is paid.  All 
reimbursement of expenditures shall follow the procedures described in Treasury 
Regulation Section 1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed Three Million
Two Hundred Sixteen Thousand Dollars ($3,216,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of
Section 44c of the Act, the Authority's Pass-Through Short-Term Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit
enhancement with respect to the Bonds in a form and amount sufficient to assure the
Authority that repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay
the principal, interest and premium, if any, of the Bonds, establish appropriate reserves,
and pay costs and expenses relating to the issuance of the Bonds and the making of the
Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as
are in form and substance satisfactory to the Authority, the Department of Attorney
General of the State of Michigan and bond counsel to the Authority, which shall include
such additional security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any
subsequent Resolution authorizing the Authority's loan commitment with respect to the
Project, the Authority will authorize, pursuant to a Bond Resolution of the Authority, the
issuance of the Bonds in a principal amount not exceeding Three Million Two Hundred
Sixteen Thousand Dollars ($3,216,000) for the purposes of making the Loan and funding
the reserves and costs associated with the issuance and administration of the Bonds as
aforesaid, and will enter into a loan agreement and related documents with the Borrower,
which proceedings shall be subject to the approval of the Department of Attorney General
of the State of Michigan, bond counsel to the Authority and the Michigan Department of
Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be
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made by or on behalf of the Borrower to the Authority (or to a trustee appointed by the 
Authority pursuant to the Bond Resolution), as provided in the Bond Resolution. The 
agreements relating to the Loan and the issuance of the Bonds shall contain such 
provisions as will be necessary to make absolutely clear and certain that under no 
circumstances will the Bonds or this Resolution be a debt of the State of Michigan, nor will 
the State of Michigan be liable on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Acting Executive Director, the Director of Legal Affairs, the Deputy Director of Legal
Affairs and the Chief Financial Officer, or any person duly authorized to act in such
capacity (each an "Authorized Officer"), or any one of them acting alone, are hereby
authorized and directed to initiate the proceedings described in this Resolution and to
enter into negotiations, subject to the approval of the Authority, with a Bond purchaser for
the sale of the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental
agencies for such income tax and other rulings and approvals as may be necessary in
relation to the issuance of the Bonds. Any Authorized Officer is authorized to execute such
powers of attorney and other documents as may be appropriate in connection with the
foregoing.  All costs and expenses pertaining to the above matter shall be paid from the
Bond proceeds or by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution
are hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or
the proposed residents of the Project merits the use of Authority limited obligation bonds
as a financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.
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RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-179 
Development Name: Whispering Pines 
Development Location: City of Grayling, Crawford County 
Sponsor: PK Development Group LLC 
Borrower: PK Whispering Pines Limited Dividend Housing Association 

Limited Partnership 
Number of Units: 24 elderly units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $2,792,538 (estimated) 
Aggregate LIHTC Basis: $2,452,573 
Total Loan Amount: $1,303,000 (53.13% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 24 apartment units for elderly persons on a 
site at 595 Meadows Drive, in the City of Grayling. 100% of the 24 income-restricted units in the 
development--including 20 one-bedroom and 4 two-bedroom apartments -- will be targeted to 
households with incomes at or below 60% of area median income, utilizing the new MTSP income 
limits. 23 of the 24 units currently receive Section 521 rental assistance from the U.S. Department 
of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 44 units in the Development (20 one-bedroom and 4 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

The income of the individuals and the area gross median income shall be determined by
the Secretary of the Treasury in a manner consistent with determinations of lower income
families and area median gross income under Section 8 of the U.S. Housing Act of 1937,
including adjustments for family size. Until the Secretary of Treasury publishes its
requirements, income of individuals shall be determined in accordance with the Section 8
regulations.
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2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 44 units in the Development (20
one-bedroom and 4 two-bedroom apartments) may not exceed 30% of 1/12 of the 60%
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These
limitations on rental rates shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the LIHTC Regulatory
Agreement, known as the Extended Use Period (the "EUP").

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least forty percent (40%) of the units in the Development must be occupied or
held available for occupancy by individuals whose income is lower than the MTSP Limits
60% income limit/, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter, and to submit an annual financial statement evidencing its
eligibility for return no later than 90 days after the close of the Borrower's fiscal year. The
Borrower's return is fully cumulative. The amount of the Borrower's equity will be
determined by the Authority.

5. Bond and Tax Credit Requirements:
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At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment 
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower 
must certify in writing to the sources and uses involved in the financing of the Development 
and must also provide the Authority with an opinion of tax counsel that the structure of the 
transaction will permit the Borrower to claim the 4% tax credit. 

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.

DEVELOPMENT TEAM AND PROJECT INFORMATION: 
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Sponsor and Borrower: 

1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Pete Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Whispering Pines Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP ( Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund (NEF) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin (Tom Lapka) 
Borrower's Accountant: Tidwell Group (Chris Offat) 
Contractor: Oakwood Construction Company 
Property Management: P.K. Housing & Management Company, LLC 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 

Sources and Uses of Funds: 
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Assumed USDA 515 Loans (1st and 2nd) $ 419,482 
New USDA 538 Loan (1st) 245,000 
New USDA 515 Loan (2nd) 1,145,000 
Replacement Reserve 69,000 
Investment Income 22,803 
Equity Contribution from Investor 853,520 
Deferred Developer Fee 37,733 

Total Sources of Funds $ 2,792,538 

Acquisition $ 830,685 
Construction/Rehabilitation 1,287,826 
Professional Fees 30,200 
Interim Construction Costs 63,764 
Reserves and Escrows 57,411 
Syndication Costs 22,620 
Permanent Loan, Title & Legal Fees 20,918 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 106,201 

Developer Fee 372,913 

Total Uses of Funds $ 2,792,538 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
WHISPERING PINES 

CITY OF GRAYLING, CRAWFORD COUNTY 
 MSHDA No. 44c-179 

 July 30, 2020 

WHEREAS, PK Companies, LLC (the "Applicant"), desires to acquire and substantially rehab a 
multifamily housing facility (the "Project") in the City of Grayling, Crawford County, Michigan; and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of One Million Three Hundred Three Thousand Dollars 
($1,303,000 ) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Whispering Pines Limited Dividend Housing Association 
Limited Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to 
finance the acquisition, construction and equipping of the Project, which constitutes a housing 
project as defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Two Million 
Seven Hundred Ninety-Two Thousand Five Hundred Thirty-Eight Dollars ($2,792,538); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing 
associations for the construction and long-term financing of multifamily housing projects and to 
obtain the monies for such loans by the issuance of bonds in compliance with and pursuant to the 
terms and provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this 
Resolution, it being the intent and purpose of the Authority in adopting this Resolution to provide 
the necessary official action with respect to the Bonds as will meet the requirements of the Internal 
Revenue Code and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has
paid the expenditure, or (ii) the date on which the Project is placed in service, but
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in no event more than three (3) years after the expenditure is paid.  All 
reimbursement of expenditures shall follow the procedures described in Treasury 
Regulation Section 1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed One Million
Three Hundred Three Thousand Dollars ($1,303,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of
Section 44c of the Act, the Authority's Pass-Through Short-Term Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit
enhancement with respect to the Bonds in a form and amount sufficient to assure the
Authority that repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay
the principal, interest and premium, if any, of the Bonds, establish appropriate reserves,
and pay costs and expenses relating to the issuance of the Bonds and the making of the
Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as
are in form and substance satisfactory to the Authority, the Department of Attorney
General of the State of Michigan and bond counsel to the Authority, which shall include
such additional security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any
subsequent Resolution authorizing the Authority's loan commitment with respect to the
Project, the Authority will authorize, pursuant to a Bond Resolution of the Authority, the
issuance of the Bonds in a principal amount not exceeding One Million Three Hundred
Three Thousand Dollars ($1,303,000) for the purposes of making the Loan and funding
the reserves and costs associated with the issuance and administration of the Bonds as
aforesaid, and will enter into a loan agreement and related documents with the Borrower,
which proceedings shall be subject to the approval of the Department of Attorney General
of the State of Michigan, bond counsel to the Authority and the Michigan Department of
Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be
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made by or on behalf of the Borrower to the Authority (or to a trustee appointed by the 
Authority pursuant to the Bond Resolution), as provided in the Bond Resolution. The 
agreements relating to the Loan and the issuance of the Bonds shall contain such 
provisions as will be necessary to make absolutely clear and certain that under no 
circumstances will the Bonds or this Resolution be a debt of the State of Michigan, nor will 
the State of Michigan be liable on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale
of the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental
agencies for such income tax and other rulings and approvals as may be necessary in
relation to the issuance of the Bonds. Any Authorized Officer is authorized to execute such
powers of attorney and other documents as may be appropriate in connection with the
foregoing.  All costs and expenses pertaining to the above matter shall be paid from the
Bond proceeds or by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution
are hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or
the proposed residents of the Project merits the use of Authority limited obligation bonds
as a financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.



PASS-THROUGH BOND PROGRAM 

MORTGAGE LOAN INDUCEMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

Adopt an inducement resolution with respect to the project described in this report. 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This Development is one of ten smaller projects located in rural communities and originally 
financed under the U.S. Department of Agriculture's ("USDA") Section 515 direct lending program, 
now proposed to be rehabilitated under the Authority's Pass-Through Program by the Sponsor. 
70% of the units across all of the projects receive Section 521 project-based rental assistance 
from USDA, allowing the projects to serve low and very low-income residents in these 
communities. This rehabilitation will position the Development to continue to serve the residents 
of the community for 30 more years. 

MSHDA No.: 44c-180 
Development Name: Willow Creek I & Willow Creek II 
Development Location: City of Escanaba, Delta County 
Sponsor: PK Development Group LLC 
Borrower: PK Willow Creek Limited Dividend Housing Association Limited 

Partnership 
Number of Units: 56 elderly units 
Construction Method: Acquisition and Substantial Rehabilitation 
Financing Program: Limited Obligation Mortgage Revenue Bonds issued under Section 

44c 
Total Development Cost: $5,647,815 (estimated) 
Aggregate LIHTC Basis: $4,993,496 
Total Loan Amount: $2,652,000 (53.11% of aggregate LIHTC basis) 
Credit Enhancement: A combination of cash, GNMAs and a permanent mortgage insured 

under Section 538 of the Housing Act of 1949 

The material contained in this staff report is submitted to the Authority for information only. The 
Authority does not underwrite Pass-Through Bond loans. To the extent that any information 
contained herein conflicts with the documents relating to the sale of the bonds and the making of 
the loan, the latter documents shall control. 
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PROGRAM DESCRIPTION: 

Section 44c of Public Act 346 of 1966, as amended (the "Act"), authorizes the Authority to issue 
bonds that are not general obligations of the Authority and are not backed by the moral obligation 
of the State. The bonds are "limited obligations" of the Authority with the security limited to the 
assets of the borrower, the project itself, and the credit enhancement arranged by the borrower. 
These are generally referred to as "Pass Through" bonds. 

On July 30, 2020, the Authority authorized the Amended and Restated Pass-Through Bond 
Program with a maximum allocation of $100 million in tax-exempt bond volume cap. This program 
imposes rent and income targeting requirements of either 40% at 60% of area median income or 
20% at 50% of area median income and limits the bond allocation available per project and per 
sponsor. It also requires market and environmental reviews. 

PROPOSAL SUMMARY: 

The Borrower proposes to acquire and rehabilitate 56 apartment units for elderly persons on a 
site at 2414 8th Avenue South, in the City of Escanaba. 100% of the 56 income-restricted units in 
the development--including 50 one-bedroom and 6 two-bedroom apartments -- will be targeted to 
households with incomes at or below 60% of area median income, utilizing the new MTSP income 
limits. 21 of the 56 units currently receive Section 521 rental assistance from the U.S. Department 
of Agriculture. 

CONDITIONS: 

1. Income Limits:

The Borrower must enter into a Regulatory Agreement with the Authority requiring that
100% of the 56 units in the Development (50 one-bedroom and 6 two-bedroom
apartments) must be rented or available for rental by tenants whose income does not
exceed the 60% income limit for Multifamily Tax Subsidy Projects as determined by HUD
with respect to projects financed pursuant to Section 142(d) of the Internal Revenue Code
of 1986, as amended (the "Code"), as further amended by the Housing and Economic
Recovery Act of 2008 (P.L. 110-289) ("MTSP Limits"), adjusted for family size. These
occupancy restrictions shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the Low Income
Housing Tax Credit ("LIHTC") Regulatory Agreement or the period required by Section
142(d) of the Code. The manager's unit will be rented without regard to household income.

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

2. Limitations on Rental Rates:

The Regulatory Agreement must also require that the monthly Total Housing Expense
(contract rent plus tenant-paid utilities) on 100% of the 56 units in the Development (50
one-bedroom and 6 two-bedroom apartments) may not exceed 30% of 1/12 of the 60%
MTSP Limit, assuming occupancy by one and one-half persons per bedroom. These
limitations on rental rates shall be contained in a covenant running with the land and shall
remain in effect for the period that the Authority mortgage loan remains outstanding, but
in no event for less than the period of time required by the terms of the LIHTC Regulatory
Agreement, known as the Extended Use Period (the "EUP").

For purposes of determining whether or not the rents paid by the tenants of the
Development are within the required limits set forth in this Section 2, the amount of any
rental subsidy paid on behalf of a tenant with respect to any unit shall not be considered
as rent paid by the tenant.

3. Covenant Running with the Land:

The Borrower must subject the Development site to a covenant running with the land so
as to preserve the tax-exempt status of the obligations to be issued to finance the mortgage
loan (the "Bonds"). 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 50 percent of the residential units in the project
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 "Qualified Project Period"). Additionally, during the Qualified
Project Period, the minimum set-aside requirements of the Code must be maintained,
namely, at least forty percent (40%) of the units in the Development must be occupied or
held available for occupancy by individuals whose income is lower than the MTSP Limits
60% income limit/, adjusted for family size. 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.

4. Limitation on Return on Equity:

The Borrower must agree that its return on equity will be limited to 12 percent for the first
12-month period following substantial completion of the Development, with annual one
percent increases thereafter, and to submit an annual financial statement evidencing its
eligibility for return no later than 90 days after the close of the Borrower's fiscal year. The
Borrower's return is fully cumulative. The amount of the Borrower's equity will be
determined by the Authority.
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5. Bond and Tax Credit Requirements:

At the Bond closing, the Borrower must enter into a Credit Enhancement and Investment
Agreement that provides the proceeds of the Ginnie Mae loan will be invested in tax- 
exempt non-AMT investments that will be held by the trustee for the Bonds. The Borrower
must certify in writing to the sources and uses involved in the financing of the Development
and must also provide the Authority with an opinion of tax counsel that the structure of the
transaction will permit the Borrower to claim the 4% tax credit.

6. Compliance Monitoring and Reporting Requirements:

The Borrower must agree to provide the Authority on or before September 1 of each year
with a report in a form acceptable to the Authority, including such information as is required
by Section 44c of the Act. The Borrower must also agree to participate in compliance
monitoring activities relative to the Bonds and the tax credits allocated to the Development,
as required by the Authority's Compliance Monitoring staff, and to pay an annual
compliance monitoring fee not to exceed 0.25% of the outstanding principal amount of the
Bonds

7. Environmental Indemnification:

The Borrower must agree to indemnify the Authority for any loss, damage, liability, claim,
or expense which it incurs as a result of the financing, construction, ownership, or
operation of the Development including any violation of environmental laws. The
indemnification agreement must be acceptable to the Authority's Director of Legal Affairs.

8. Closing and Organizational Documents:

Prior to Bond closing, the Borrower must submit all of the documents relating to the sale
of the limited obligation bonds and the making of the loan, including title and survey
matters, and its organizational documents. All documents must be in compliance with the
Authority’s Act and acceptable to the Michigan Attorney General, the Authority's Bond
counsel and the Authority’s Director of Legal Affairs.

9. Credit Enhancement:

Prior to the authorization of the mortgage loan, the Borrower must submit a definitive
commitment that the credit enhancement will be provided. The proposed credit
enhancement instrument and any other additional security offered to the Authority must
be acceptable to the Chief Financial Officer and the Director of Legal Affairs.

10. Financing Participants:

Prior to the authorization of the mortgage loan, the Chief Financial Officer and the Director
of Legal Affairs must have determined that the proposed development team members are
acceptable.
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DEVELOPMENT TEAM AND PROJECT INFORMATION: 

Sponsor and Borrower: 

1. Sponsor:

PK Development Group LLC
1784 Hamilton Road
Okemos, Michigan 48864

Contact: Pete Potterpin 
Phone: (517) 325-0276

2. Borrower: PK Willow Creek Limited Dividend Housing Association Limited
Partnership 

Credit Enhancement: 

The sponsor proposes a combination of cash, GNMAs and mortgage insurance through 
the U.S. Department of Agriculture, Rural Housing Service, under Section 538 of the 
Housing Act of 1949, with the mortgage loans provided by Greystone Servicing 
Corporation, Inc. 

Bond Underwriter: Stifel, Nicolaus & Company, Incorporated (John Rucker) 

Bond Counsel: Dinsmore & Shohl LLP ( Lewis Diaz and Sujyot Patel) 

Bond Trustee: To be determined 

Credit Enhancement Provider: Greystone Servicing Corporation, Inc. (Debi Martin) 

Other Members of the Development Team: 

Equity Partner: National Equity Fund (NEF) 
Borrower's Counsel: Mallory, Lapka, Scott & Selin (Tom Lapka) 
Borrower's Accountant: Tidwell Group (Chris Offat) 
Contractor: Oakwood Construction Company 
Property Management: P.K. Housing & Management Company, LLC 
Architect: Wallace Architects, LLC (Zac Wallace) 
Rating Agency: To be determined 

Sources and Uses of Funds: 

Assumed USDA 515 Loans (1st and 2nd) $ 1,363,254 
New USDA 538 Loan (1st) 653,000 
New USDA 515 Loan (2nd) 2,508,000 
Seller’s Note 363,926 
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Replacement Reserve 0 
Investment Income 46,410 
Equity Contribution from Investor 564,062 
Deferred Developer Fee 149,163 

Total Sources of Funds $ 5,647,815 

Acquisition $ 1,956,751 
Construction/Rehabilitation 2,488,904 
Professional Fees 65,400 
Interim Construction Costs 87,471 
Reserves and Escrows 190,237 
Syndication Costs 52,380 
Permanent Loan, Title & Legal Fees 38,166 
Market, Environmental, Bond Financing, 

Relocation, Tax Credit, Compliance 
Monitoring and Other Fees 171,856 

Developer Fee 596,650 

Total Uses of Funds $ 5,647,815 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

INDUCEMENT RESOLUTION 
WILLOW CREEK I & WILLOW CREEK II 
CITY OF ESCANABA, DELTA COUNTY 

 MSHDA No. 44c-180 

 July 30, 2020 

WHEREAS, PK Companies, LLC (the "Applicant"), desires to acquire and substantially rehab a 
multifamily housing facility (the "Project") in the City of Escanaba, Delta County, Michigan; and 

WHEREAS, the Applicant has applied to the Michigan State Housing Development Authority (the 
"Authority") for a loan in the amount of Two Million Six Hundred Fifty-Two Thousand Dollars 
($2,652,000) (the "Loan") pursuant to Section 44c of Act No. 346 of the Public Acts of 1966, as 
amended (the "Act"), to be made to PK Willow Creek Limited Dividend Housing Association 
Limited Partnership or an eligible borrower entity to be formed under the Act (the "Borrower"), to 
finance the acquisition, construction and equipping of the Project, which constitutes a housing 
project as defined in the Act; and 

WHEREAS, the Applicant has advised that the cost of the Project will not exceed Five Million Six 
Hundred Forty-Seven Thousand Eight Hundred Fifteen Dollars ($5,647,815); and 

WHEREAS, the Act authorizes the Authority to loan monies to limited dividend housing 
associations for the construction and long-term financing of multifamily housing projects and to 
obtain the monies for such loans by the issuance of bonds in compliance with and pursuant to the 
terms and provisions of the Act; and 

WHEREAS, it is necessary to assure the Applicant that the Authority intends to issue bonds (the 
"Bonds") upon meeting the requirements of the Act and the terms and conditions of this 
Resolution, it being the intent and purpose of the Authority in adopting this Resolution to provide 
the necessary official action with respect to the Bonds as will meet the requirements of the Internal 
Revenue Code and the regulations promulgated in connection therewith. 

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

1. In order to comply with Treasury Regulation Section 1.150-2, the Authority makes the
following declarations:

(a) The Authority reasonably expects to authorize the Loan for the purpose of
reimbursing the Borrower for the costs of and/or financing the acquisition and
equipping of the Project as further described in the Borrower's application, and the
terms of the Inducement Resolution Staff Report attached hereto and incorporated
herein;

(b) The Loan shall not be used to reimburse the Borrower for expenditures earlier than
the date on which the Borrower pays such expenditures and not later than the date
that is eighteen months after the later of (i) the date on which the Borrower has
paid the expenditure, or (ii) the date on which the Project is placed in service, but
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in no event more than three (3) years after the expenditure is paid.  All 
reimbursement of expenditures shall follow the procedures described in Treasury 
Regulation Section 1.150-2(d); 

(c) No Loan proceeds paid to reimburse the Borrower for expenditures incurred in the
acquisition and equipping of the Project shall be used in a manner described in
Treasury Regulation Section 1.150-2(h) with respect to abusive use of such
proceeds;

(d) The costs to be reimbursed must be "capital expenditures" as defined in Treasury
Regulation Section 1.150-1(b), which are costs of a type that are properly
chargeable to a capital account under Federal Income Tax principles; and

(e) The maximum amount of the Loan to the Borrower shall not exceed Two Million
Six Hundred Fifty-Two Thousand Dollars ($2,652,000).

2. The Authority expects to authorize the Loan to the Borrower, subject to the Borrower's
meeting the requirements of the Act, including without limitation, the requirements of
Section 44c of the Act, the Authority's Pass-Through Short-Term Bond Program and the
terms and conditions hereinafter set forth.

3. The Borrower shall submit a commitment from the proposed issuer of a credit
enhancement with respect to the Bonds in a form and amount sufficient to assure the
Authority that repayment of the Bonds issued will be reasonably secure.

4. The Borrower shall be obligated to make loan repayment in an amount sufficient to pay
the principal, interest and premium, if any, of the Bonds, establish appropriate reserves,
and pay costs and expenses relating to the issuance of the Bonds and the making of the
Loan.

5. The Authority's obligation to make the Loan shall be conditioned upon the ability of the
Authority to issue, sell and deliver the Bonds.

6. The Loan shall be evidenced by a loan agreement and secured by such instruments as
are in form and substance satisfactory to the Authority, the Department of Attorney
General of the State of Michigan and bond counsel to the Authority, which shall include
such additional security as may be required by the purchaser of the Bonds.

7. Subject to compliance with the terms and conditions of this Resolution and any
subsequent Resolution authorizing the Authority's loan commitment with respect to the
Project, the Authority will authorize, pursuant to a Bond Resolution of the Authority, the
issuance of the Bonds in a principal amount not exceeding Two Million Six Hundred Fifty-
Two Thousand Dollars ($2,652,000) for the purposes of making the Loan and funding the
reserves and costs associated with the issuance and administration of the Bonds as
aforesaid, and will enter into a loan agreement and related documents with the Borrower,
which proceedings shall be subject to the approval of the Department of Attorney General
of the State of Michigan, bond counsel to the Authority and the Michigan Department of
Treasury.

8. The Bonds shall not be general obligations of the Authority but shall be payable as to
principal, premium, if any, and interest solely from the proceeds of the payments to be
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made by or on behalf of the Borrower to the Authority (or to a trustee appointed by the 
Authority pursuant to the Bond Resolution), as provided in the Bond Resolution. The 
agreements relating to the Loan and the issuance of the Bonds shall contain such 
provisions as will be necessary to make absolutely clear and certain that under no 
circumstances will the Bonds or this Resolution be a debt of the State of Michigan, nor will 
the State of Michigan be liable on the Bonds. 

9. All costs and expenses involved in the authorization, issuance, sale and delivery of the
Bonds and in the making of the Loan, including the fees and disbursements of bond
counsel, shall be paid from Bond proceeds or by the Borrower and the proceedings and
agreements relating thereto, as hereafter adopted and undertaken, shall so provide.

10. The Executive Director, the Director of Legal Affairs, the Deputy Director of Legal Affairs
and the Chief Financial Officer, or any person duly authorized to act in such capacity (each
an "Authorized Officer"), or any one of them acting alone, are hereby authorized and
directed to initiate the proceedings described in this Resolution and to enter into
negotiations, subject to the approval of the Authority, with a Bond purchaser for the sale
of the Bonds by the Authority.

11. Bond counsel to the Authority and the Department of Attorney General of the State of
Michigan are authorized and directed to prepare and submit to the appropriate parties all
proceedings, agreements and other documents as shall be necessary or appropriate in
connection with the issuance of the Bonds and to make applications on behalf of the
Authority to the United States Internal Revenue Service and to other governmental
agencies for such income tax and other rulings and approvals as may be necessary in
relation to the issuance of the Bonds. Any Authorized Officer is authorized to execute such
powers of attorney and other documents as may be appropriate in connection with the
foregoing.  All costs and expenses pertaining to the above matter shall be paid from the
Bond proceeds or by the Borrower.

12. Issuance of the Bonds shall be subject to the conditions contained in the Inducement
Resolution Staff Report accompanying this Resolution.

13. All resolutions and parts of resolutions that conflict with the provisions of this Resolution
are hereby rescinded.

14. This Resolution does not constitute a commitment of the Authority to loan funds under
Section 44c(6) of the Act and does not serve as a reservation or allocation of bonding
capability.

15. The Authority hereby determines that the likely benefit of the Project to the community or
the proposed residents of the Project merits the use of Authority limited obligation bonds
as a financing source for the proposed acquisition and construction of the Project.

16. This Resolution shall take effect immediately.



M E M O R A N D U M

TO:  Authority Members 

FROM: Gary Heidel, Acting Executive Director 

DATE: July 30, 2020  

RE: Amended and Restated Pass-Through Bond Program  

RECOMMENDATION:  

I recommend that the Michigan State Housing Development Authority (the “Authority”) authorize 
(a) reinstating and extending the Pass-Through Program until the July 2021 Board meeting, (b)
increasing the allocation in volume cap to an amount not to exceed $100 million, and (c) amending
the scope of the Pass-Through program so that it can be used for (i) short-term construction loans,
(ii) construction and permanent loans and (iii) permanent loans.

EXECUTIVE SUMMARY: 

A. Section 44c—Limited Obligation Bonds or Notes and Credit Enhancement

Under Section 44c of its Act, the Authority can participate in "conduit” or "pass-through" financings 
in which the bonds (or notes) issued to finance a development are a limited obligation of the 
Authority. The bonds are neither backed by the moral obligation of the State of Michigan nor 
secured by the Authority's capital reserve capital account.  Instead, the bonds are secured by the 
revenues of the borrower, the real and personal property being financed, and a form of credit 
enhancement acceptable to the Authority.  

The borrower seeking a loan financed with limited obligation bonds issued by the Authority must 
provide evidence of a commitment to issue credit enhancement. The credit enhancement must 
be in a form and amount sufficient to assure the Authority that the repayment of the bonds is 
“reasonably secure.”  The credit enhancement may be in the form of a letter of credit, bonding, 
guarantee, mortgage insurance, or other appropriate security.  If the Authority determines that 
repayment of the bonds is reasonably secure, the Authority's review of the credit enhancement 
replaces the Authority's normal underwriting and feasibility review. 

B. History of Modified Pass-Through Program and Short-Term Pass-Through Program

The Pass-Through program was originally authorized in 1984. It was heavily used until the 
passage of the Tax Reform Act of 1986, which impacted both the syndication value of residential 
real estate and required restriction and targeting of units to serve households with incomes at or 
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below 50% of area median income. The Tax Reform Act of 1986 also placed a cap on the annual 
volume of private purpose tax-exempt bonds that may be issued by states.  

In 1991, the Michigan Legislature empowered the Authority to determine that the use of the bond 
volume cap for a pass-through project would not impair the Authority’s ability  to carry out its 
programs or finance other housing developments or units targeted to lower income households. 
In 1998, the Authority offered a pilot Modified Pass-Through Program, which was made 
permanent in 1999.  

In February 2012, the Authority approved an allocation of $75 million in volume cap for the Pass-
Through Short-Term Bond Pilot Program (“Short-Term Bond Program”), which expired as of 
February 2014.  The Short-Term Bond Program provided construction loan financing with cash 
collateral from FHA insured permanent loans serving as credit enhancement. The Short-Term 
Bond Program was modified and extended in March 2014 for a period of twelve (12) months, with 
an additional allocation of $25 million in volume cap. Since the March 2014 approval, the Short-
Term Bond Program has remained in its current form, and it has been re-evaluated and reinstated 
on an annual basis, providing for an allocation of $30 million in volume cap each year with the 
last extension being approved in June of 2019.  Since the approval of the Short-Term Bond 
Program in February 2012, twelve (12) developments have been financed, resulting in the 
construction or rehabilitation of 1,851 housing units.   

C. Amended and Restated Pass-Through Bond Program.

This year, Authority staff recommend amending and reinstating a Pass-Through program 
(“Amended and Restated Pass-Through Program”) to increase the number of units financed and 
expand the scope of the program to include construction and permanent loans. Authority staff 
also recommend that project proposals address the mission objectives of the Authority, which 
include, but are not limited to, increasing the supply of deep income targeted units and addressing 
rural housing needs.  

ADVANCING THE AUTHORITY’S MISSION: 

Approximately half of renters in the state of Michigan are overburdened and devote more than 
30% of their income to paying rent.  Additionally, there are housing challenges in Michigan, such 
as rural housing, permanent supportive housing, and senior housing that need to be addressed 
in order for the Authority to advance its housing mission.  The proposed changes set forth in the 
Amended and Restated Pass-Through program are part of a housing strategy to expand available 
resources to create and preserve more housing and address these various housing needs 
throughout Michigan.  

ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS: 

The reinstatement and proposed changes to the Amended and Restated Pass-Through Program, 
with an allocation of $100 million in volume cap, should not impede the Authority’s ability to fulfill 
its mission under other programs that utilize the volume-cap-limited bonds.  
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AMENDED AND RESTATED PASS-THROUGH BOND PROGRAM 

JULY 30, 2020 

(Debt Financing Under Section 44c of the Authority's Act) 

Act 346 of the Public Acts of 1966 (the “Act”) permits the Michigan State Housing Development 
Authority (the “Authority”) to participate in "conduit” or "pass-through" financings in which the 
bonds issued to finance a development are a limited obligation of the Authority; the bonds are not 
secured by the Authority's capital reserve capital account; and the bonds are not backed by the 
moral obligation of the State of Michigan. Instead, the bonds are secured by the revenues of the 
borrower, the real and personal property being financed, and a form of credit enhancement 
acceptable to the Authority. 

Projects participating in this program may use Pass-Through Bonds as long-term financing 
(construction and permanent financing) or as short-term financing (construction financing only). 
All projects must show evidence of credit enhancement that is acceptable to the Authority.   

Projects initiated under the short-term structure have historically been credit enhanced with a 
Credit Enhancement and Investment Agreement and are refinanced within 36 months following 
the issuance of the bonds through the use of a Federal Housing Administration (FHA) insured 
Ginnie Mae (GNMA) mortgage or other similar financing source.  The refinancing occurs after 
construction or substantial rehabilitation of the development has been completed – at which time 
the program bonds are redeemed in whole. 

I. Eligible Projects:

Projects must satisfy the eligibility requirements of Section 44c of the Authority's Act. Both new 
construction and acquisition and substantial rehabilitation of residential rental units will be 
considered.  

Proposals receiving Low Income Housing Tax Credit (LIHTC) must meet the threshold 
requirements of the LIHTC Program for projects financed with tax exempt bonds as provided in 
the Qualified Allocation Plan (QAP). 

II. Eligible Borrowers:

The Borrower must be an eligible entity under the Authority's Act (e.g., a limited dividend housing 
association organized as a limited partnership, a corporation, or a limited liability company). The 
sponsor or developer must be in good standing at the time of application. Good standing means 
that none of the other projects involving the sponsor or developer that have been financed by the 
Authority under this program or another Authority lending/SUBSIDY program are experiencing 
significant, unresolved problems. 

Ill. Minimum Income and Rent Restriction Requirements: 
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For tax-exempt bond purposes, applicants are required to commit to income and rent restrictions 
targeting either (i) 40% of the units for households whose income is at or below 60% of Area 
Median Income (AMI), or (ii) 20% of the units for households whose income is at or below 50% of 
AMI.  These income and rent restrictions must remain in place for the longer of the “qualified 
project period” of the bonds, as defined in the Internal Revenue Code or the extended use period 
of the LIHTC. 

In addition to the minimum requirements above, applicants will be required to commit to income 
and rent restrictions to target at least 10% of the total affordable units in the project for households 
whose income is at or below 40% of AMI (“10% AFFORDABLE UNIT RESTRICTION”).  At its 
sole discretion IN LIEU OF THE 10% AFFORDABLE UNIT RESTRICTION, the Authority may 
PERMIT APPLICANTS TO COMMIT TO SATISFYING consider approving waivers of this 
requirement for projects that are achieving other important mission objectives such as developing 
OR /rehabilitating projects in rural areas, OR PROJECTS units that meet the definition of 
Permanent Supportive Housing and have all necessary supportive services available, etc. THE 
10% AFFORDABLE UNIT RESTRICTION MAY NOT OTHERWISE BE WAIVED OR REDUCED 
UNLESS THE AUTHORITY DETERMINES THAT THE RESTRICTION IMPEDES THE 
AUTHORITY’S ABILITY TO FINANCE THE REHABILITATION OR NEW PRODUCTION OF 
PROJECTS UNDER THIS PROGRAM.   

 Developments will be eligible to utilize the income averaging set-aside in order to maximize 
project Net Operating Income while also achieving the deeper targeting referenced above. 
However, applicants should be aware that the tax-exempt bond regulations do not allow income 
averaging as a set-aside option, so the project would need to comply with both the set-aside 
selected for LIHTC purposes and the set-aside selected for tax-exempt bond purposes.      

IV. Threshold Requirements:

Authority staff will review each application to assure that the use of the State's volume cap for a 
project will not impair the Authority's ability to carry out its programs or finance developments or 
housing units that are targeted to lower income persons. 

The Authority's Office of Rental Development-Tax Credit Allocation Section will review the 
applicant’s standard tax credit application to assure that threshold requirements for participation 
in the LlHTC Program are met if LlHTC are being used to finance the development.  As part of its 
review, to the extent appropriate, Authority staff will utilize the applicant’s HUD loan commitment 
and documents submitted in conjunction with the applicant’s HUD loan approval, thus minimizing 
multiple layers of review and delays in the HUD closing process. 

V. Volume Cap:

All proposals are subject to available volume cap, as made available by the Michigan Department 
of Treasury and as determined appropriate by the Authority. THE BOND CAP AVAILABILE TO 
THIS PROGRAM WILL BE SUBJECT TO THE AUTHORITY HAVING SUFFICIENT VOLUME 
CAP FOR ITS DIRECT LENDING MULTIFAMILY AND SINGLE-FAMILY PROGRAMS. 
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Volume cap may be allocated to qualified projects under this program provided that said projects 
may not have a combined bond amount greater than $100 million.   

This program will terminate at the earliest of: 1) the Authority’s regularly scheduled July 2021 
meeting; or 2) the Authority’s regularly scheduled June 2021 meeting if there is no July 2021 
meeting; or 3) the $100 million volume cap is fully subscribed.  For a project to be included in the 
$100 million ceiling, a project must have been approved by the Authority for an inducement 
resolution at or before the Authority’s July 2021 board meeting.  Any volume cap remaining upon 
termination of the program (as outlined above) will no longer be available to the program nor will 
it be added to any subsequent reinstatement of the program that may occur.  Once the program 
has terminated, the Authority will review the program and determine whether, and under what 
conditions, to extend the program.   

VI. Project Limits:

To qualify as rehabilitation, the rehabilitation expenditures with respect to the project must equal 
or exceed 30% of the portion of the cost of acquiring the building and equipment financed with 
the proceeds of the bonds issued to acquire and rehabilitate the project.  For a project located in 
an eligible distressed area, the amount of rehabilitation may be less than the 30% requirement 
but not less than 15% if the Authority determines and expresses by resolution that the likely benefit 
to the community or the proposed residents of the project merits the use of this financing source. 

Per the MSHDA Act, under this structure, the maximum amounts that the Authority is permitted 
to commit and lend are: 

1. For projects not located in an eligible distressed area, the lesser of the total development
cost of the proposed multifamily housing project or $25 million.

2. For projects located in an eligible distressed area, the lesser of the total development cost
of the proposed multifamily housing project or $50 million.

VII. Application, Commitment, Closing and Other Fees:

Fees shall be determined as follows: 

A. Upon submission of an application, the sponsor shall include an application fee equal to the
greater of $4,000 or .0005 times the amount of the bonds to be issued. This application fee will
be credited to the commitment fee due.

B. Upon receipt of a loan commitment, the sponsor/developer shall pay a commitment fee of 0.1%
of the principal amount of the bonds to be issued, less any amount paid with the initial application.

C. Upon issuance of the bonds, the borrower shall pay to the Authority a fee not to exceed 0.9%
of the principal amount of the bonds for developments located in an eligible distressed area or
1.9% of the principal amount of the bonds for developments not in a distressed area.

D. For each year that bonds remain outstanding, the borrower shall pay an annual compliance
monitoring fee in an amount not to exceed 0.25% of the outstanding principal amount of the
bonds. This fee shall be paid according to such terms and conditions as may be approved by AN
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AUTHORIZED OFFICER OF the Authority and may, at the Authority’s HIS OR HER sole 
discretion, be waived in whole or in part. 

VIII. Application Requirements:

For a project to be eligible to apply for the Pass-Through Bond Program, it must first be submitted 
to the Authority in order to evaluate whether the project is likely to be competitive under the 
Authority’s Gap Financing Program. The Gap Financing Program makes available a certain 
amount of gap financing to be used in combination with Authority tax-exempt bond financing. To 
perform its evaluation, the Authority will consider the following: 

1. The financial viability of a project based on the pro-forma analysis, site, and preliminary
market analysis; and

2. The overall capacity and experience of the development team.
3. The likelihood that the project will be competitive and be able to proceed with the funds

available in the Gap Financing Program. To determine how competitive a project is likely
to be, the Authority will primarily evaluate a project’s soft to hard debt ratio, which is used
to rank the proposals in the Gap Financing Program, to determine if the project appears
to be competitive as compared to the current or most recent Gap Financing Program
funding round.  Applicants are encouraged to view rankings of recent Gap Financing
rounds on the Authority’s website to determine with more certainty whether their project
has a competitive soft to hard debt ratio. Since the Direct Lending Program is currently
oversubscribed, it is anticipated that Pass-Through Program applications during this time
will be given MSHDA staff approval to bypass the Direct Lending Program so they can
apply under the Pass-Through Program.

Following the analysis above, if, based on the Authority’s determination, a project is unlikely to be 
competitive in the Gap Financing Program, the project will be eligible to continue under 
consideration as part of the Pass-Through Bond Program. Additionally, following an evaluation 
based on the process outlined above, projects that do compete under the Gap Financing 
Program, but that cannot move forward using gap financing with an Authority tax-exempt loan (as 
determined by the Authority as part of the Gap Financing Program) will be able to submit an 
application as part of the Pass-Through Bond Program. However, Authority gap financing such 
as HOME funds and/or Preservation funds are not available to projects that apply and are 
financed under the Pass-Through Bond Program.   

If the sponsor chooses to proceed to the Pass-Through Bond Program, the following items must 
be submitted: 

A. The sponsor/developer must submit a completed application under the LlHTC Program,
including all required attachments.

B. In order to be considered complete, all applications for an allocation of volume cap under this
program must include:

i. A description of the proposed credit enhancement and a statement as to the amount of
the tax-exempt bonds (and taxable bonds, if appropriate) requested. The proposed credit
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enhancement may be in the form of an unconditional, irrevocable letter of credit, guaranty, 
bond or mortgage insurance, or other security as the Authority deems appropriate to 
assure the Authority that repayment of the bonds is reasonably secure. 

ii. Assurance that all bond issuance costs will be paid and the professional team (bond
underwriter, bond trustee, bond counsel, etc.) will be compensated for services rendered
in issuing the bonds.  All bond issuance costs are the responsibility of the
sponsor/developer and are not the responsibility of the Authority.

iii. To the extent not identified in the LIHTC Program application, identification of the full
development team, including the bond underwriter, bond trustee, bond counsel, equity
partner and rating agency. Bond counsel must have prior experience on Authority bond
transactions and must be pre-approved by the Director of Legal Affairs, the Chief Financial
Officer, and the Finance Division of the Office of Attorney General. The bond underwriter,
bond trustee and rating agency must be acceptable to the Chief Financial Officer.

iv. For proposals involving the acquisition and rehabilitation of existing property,
substantiation that the rehabilitation expenditures will equal at least 30% of the bond
proceeds used to acquire the building(s) and equipment. (For a project located in an
eligible distressed area, the amount of rehabilitation may be less than the 30% but not
less than 15% if the Authority determines and expresses by resolution that the likely
benefit to the community or the proposed residents of the project merits the use of this
financing source.)

v. If applicable, a tenant relocation plan.

vi. A phase I environmental assessment report.

vii. A market study.

viii. The application fee.

C. Applications may be submitted at any time after the program is authorized.  Authority staff will
process applications on a first-come first-served basis in the order they are received in
accordance with the date the application is received by MSHDA. The Authority will advise
prospective sponsors/developers of (a) the number of proposals in process, (b) the place “in line”
where the application is, based on the submission date/time of the application,  and (c) the total
volume cap requested by those proposals.  Project applications that are submitted but that are
found to have substantial deficiencies and which cannot progress along a normal approval
timeline may lose their place in line so as to not impede other projects that are more ready to
move forward, but were submitted after it.  For a project to be included in the $100 million ceiling,
a project must have been approved by the Authority for an inducement resolution.

D. Applications that do not receive a reservation of volume cap due to the then-current
unavailability or inadequacy of volume cap will be automatically considered under future re-
authorizations of this program, to the extent that it is re-authorized, and will not need to re-apply.
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All applications will be subject to the guidelines and order of processing as outlined under the 
Pass-Through Bond Program that is in place at the time they receive a reservation of volume cap. 

IX. The Authority Processing Sequence:

A. Upon receipt of an application, staff will conduct a preliminary review, and will notify the
sponsor/developer in writing within thirty (30) days as to whether (i) the application is complete or
(ii) the application is not complete, and what must be corrected or completed. Staff will review and
evaluate a completed application and, if appropriate, make a recommendation to the Authority
members that use of the State's volume cap for the proposed project will not impair the ability of
the Authority to carry out its programs or to finance housing developments or housing units that
are targeted to lower income persons. This process includes:

i. A determination of the extent, if any, to which the proposed project may adversely affect
a project or projects (a) financed with Authority loans, or (b) to which the Authority has
extended a loan commitment that has not been terminated, or (c) that is considered to be
"active" in the Authority's pipeline.

ii. A review of the environmental assessment report to confirm that no environmental
problems exist that cannot be resolved to the satisfaction of the MDEQ and the Authority.

iii. A review and evaluation of the proposed credit enhancement and the proposed credit
enhancement provider.

iv. Preparation of an Inducement Report and Resolution for Authority consideration within
sixty (60) days of receipt of a completed application. This represents the Authority's formal
action for purposes of applicable tax regulation, currently Treas. Reg. §1.150-2(d). It does
not constitute a commitment to loan funds or a determination that the proposal is
acceptable.

B. The Authority will use its best efforts to complete the processing sequence identified in VIII.A(i)
- (v) within sixty (60) days of receipt of a completed application.  Once the review has been
completed and the application is determined to be acceptable, the Director of Legal Affairs will
then issue a letter reserving volume cap for 6 months. This letter must be signed and returned by
the sponsor/developer within twenty (20) days or the volume cap reservation will lapse.
Additionally, the Authority may approve a 6-month extension of this deadline for a nonrefundable
extension fee of $5,000, which fee shall not be credited against any other fee or payment to the
Authority.  According to statute, the Authority is only authorized to grant one 6-month extension.

C. Upon issuance of the HUD loan commitment, Authority staff and/or bond counsel will:

i. Begin drafting loan and bond documents;

ii. Publish a TEFRA notice and conduct a TEFRA hearing. This must occur prior to the
Authority's meeting at which the Bond Resolution will be considered (see (iv) below);
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iii. Prepare a Commitment Report and Resolution for Authority consideration after
evidence of a firm commitment for acceptable credit enhancement has been received,
reviewed, and evaluated by staff; and

iv. Prepare a Bond Resolution for Authority consideration together with the Commitment
Resolution, provided that the principal bond documents requiring Authority signature or
approval are in substantially final form.

Both the commitment resolution and the bond resolution must be approved and adopted by the 
Authority. 

D. Proposals that are found unacceptable shall be terminated.  The Authority will notify the
sponsor/developer in writing of any termination and the basis for termination.

E. Proposals must proceed to loan commitment and authorization of the issuance of the Authority
bonds within 6 months after the sponsor's acceptance of the reservation of volume cap.
Extensions will be provided only upon payment of a $5,000 non-refundable fee.  According to
statute, the Authority is only authorized to grant one 6-month extension.

F. For planning and administrative reasons, closings will not be permitted during the month of
December, absent approval from the Authority. Requests will be considered on a case-by-case
basis. If a project's 6-month reservation of volume cap terminates during the month of December,
however, an additional thirty (30) days will be granted and no extension fee shall be charged to
the borrower.

X. Return on Equity:

A borrower is allowed distributions equal to a 12% return on investment in the project for the first 
12-month period following the substantial completion of the development. Thereafter, the
allowable return on investment is increased by 1% annually up to 25% (except for developments
in eligible distressed areas where there is no cap) and is fully cumulative. The borrower shall be
required to submit to the Authority a copy of the annual financial statement evidencing its eligibility
for return on investment no later than ninety (90) days following the close of the borrower's fiscal
year. The borrower's "investment" is defined pursuant to the Authority's Resolution dated March
13, 1985.

XI. Bond and Tax Credit Requirements

At the time of the bond closing, the applicant must enter into a Credit Enhancement and 
Investment Agreement that provides that the proceeds of the Ginnie Mae loan (or other 
permanent loan if the cash proceeds therefrom are used as credit enhancement) will be invested 
in tax-exempt non-AMT investments that will be held by the bond trustee.  The applicant must 
also provide the Authority with an opinion of the applicant’s tax-credit counsel that the structure 
of the transaction will permit the applicant to claim the 4% LIHTC.  In addition, the applicant must 
certify in writing to the sources and uses involved in the financing of the development. 

XII. Compliance Monitoring and Reporting Requirements:
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On or before September 1 of each year, the borrower must provide the Authority with a report in 
a form acceptable to the Authority that includes the following statutorily-required information: 
incomes of the tenants, the estimated economic and social benefits of the housing to the 
immediate neighborhoods, the estimated economic and social benefits to the city or community, 
information with respect to displacement of lower income persons to the extent such occurs, 
together with steps taken by governmental or private parties to ameliorate the displacement and 
the results of such efforts, any additional information the Authority needs to report the extent of 
reinvestment by private lenders in the neighborhood resulting from the housing project, the age, 
race, family size and average income of tenants, and the estimated economic impact of the 
project, including the number of construction jobs created, wages paid, and taxes and payments 
in lieu of taxes paid. 



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION AUTHORIZING AMENDED AND RESTATED PASS-THROUGH PROGRAM 

 July 30, 2020 

WHEREAS, pursuant to Section 44c of Act 346 of the Public Acts of 1966, the Michigan State 
Housing Development Authority (the “Authority”) may issue limited obligation bonds and use the 
proceeds from the sale of those limited obligation bonds to make loans directly or indirectly to 
certain eligible entities; and 

WHEREAS, the Authority adopted the Pass-Through Short-Term Bond Pilot Program (the 
“Program”) on February 22, 2012, establishing a new, limited duration program to issue such bonds; 
and 

WHEREAS, on March 26, 2014, the Authority reinstated the Program, extending it for another 
twelve months and allocating up to $25 million of the State’s unified bond volume cap for the 
Program; and 

WHEREAS, on March 25, 2015, the Authority further reinstated the Program, extending it for 
another twelve months and allocating up to $30 million of the State’s unified bond volume cap for 
the Program; and 

WHEREAS, on March 23, 2016, the Authority extended the March 25, 2015 reinstatement an 
additional 120 days from March 23, 2016; and 

WHEREAS, on July 27, 2016, the Authority further reinstated the Program, extending it for another 
twelve months and allocating up to $30 million of the State’s unified bond volume cap for the 
Program; and 

WHEREAS, on June 28, 2017, the Authority further reinstated the Program, extending it until the 
earlier of (a) the allocation of $30 million of the State’s unified bond volume cap authorized pursuant 
to said reinstatement was fully subscribed, (b) the Authority’s regularly scheduled July 2018 
meeting, or (c) the Authority’s regularly scheduled June 2018 meeting if there was no July 2018 
meeting; and  

WHEREAS, on June 27, 2018, the Authority further reinstated the Program, extending it for another 
twelve months and allocating up to $30 million of the State’s unified bond volume cap for the 
Program; and 

WHEREAS, on June 27, 2019, the Authority further reinstated the Program, extending it for another 
twelve months and allocating up to $30 million of the State’s unified bond volume cap for the 
Program; and 

WHEREAS, the Authority has determined to again reinstate the Program and amend it (“Amended 
and Restated Pass-Through Program”) to increase the number of units financed and to include 
construction and permanent loans as described in the attached memorandum and program 
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description; and 

WHEREAS, Section 44c(18) of the Act states that loans to be made pursuant to programs funded 
by the proceeds of limited obligation bonds shall not be made unless the Authority determines that 
the use of the State’s unified volume cap for a project will not impair the ability of the Authority to 
carry out programs or finance housing developments or housing units that are targeted to lower 
income persons; and 

WHEREAS, the Acting Executive Director and Authority’s Chief Financial Officer have reviewed the 
availability of volume cap to the Authority in 2020; and 

WHEREAS, the Acting Executive Director is recommending that the Authority authorize the 
allocation of up to $100 million in volume cap for the Amended and Restated Pass-Through 
Program to serve lower income people for the reasons set forth in the accompanying memorandum 
and within the parameters of the accompanying Amended and Restated Pass-Through Program 
statement; and 

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

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

1. The Amended and Restated Pass-Through Program as described in the accompanying
memorandum and program statement of even date is hereby approved and adopted.

2. Up to $100 million in volume cap shall be allocated to the Amended and Restated Pass-
Through Program.

3. The Amended and Restated Pass-Through Program will terminate, and the Authority will
review it, at the earliest of (a) the Authority’s regularly scheduled July 2021 meeting, or (b)
the Authority’s regularly scheduled June 2021 meeting if there is no July 2021 meeting, or
(c) the full subscription of the aforementioned $100 million allocation of volume cap.
Developments for which the Authority has adopted an inducement resolution on or before
the date the Program terminates will be allowed to proceed to closing.



M E M O R A N D U M

TO:  Authority Members 

FROM: Gary Heidel, Acting Executive Director 

DATE: July 30, 2020 

RE: Edge of the Woods, MSHDA No. 3363  

RECOMMENDATION: 

I recommend approval for the waiver of the prepayment prohibition for the first mortgage loan on 
Edge of the Woods, MSHDA No. 3363. 

EXECUTIVE SUMMARY: 

Edge of the Woods is an 80-unit Section 8 development consisting of 60 elderly units and 20 
family units located in Sault Ste. Marie.  The Development was financed in 2010 under the 
Authority’s Section 8 Preservation Program and was allocated an award of Section 1602 funds 
and 4% Low Income Housing Tax Credits as part of the financing.  The Development maintains 
an Old Regulation Section 8 HAP Contract on all the units. 

The owner is seeking permission from the Authority to prepay the first mortgage loan.  Since the 
Development is ineligible for prepayment, the Authority will require the payment of lost spread to 
make this transaction revenue neutral to the Authority. The mortgage note also requires a 
prepayment penalty of 1% of the balance being paid.  In addition, the Development will be required 
to keep all income and rent restrictions associated with the first mortgage in place until the 
prepayment eligibility date on November 9, 2025.  The LIHTC regulatory agreement and the 1602 
regulatory agreement will remain in effect and will not be altered by this transaction.       

ADVANCING THE AUTHORITY’S MISSION: 

The term of affordability will not be affected by this transaction and the Development will remain 
affordable until December 31, 2056 via the extended use period in the 1602 regulatory agreement.  

RESIDENT IMPACT:  

No residents will be displaced due to the prepayment.   

ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:  

None. 



ACTION REPORT 

DATE:  July  30, 2020 
ASSET MANAGER:  Justin Wieber 

MSHDA #:  3363 
DEVELOPMENT NAME:  Edge of the Woods 

LOCATION: 301 24th Avenue West 
 Sault Ste. Marie, MI 49007 

CUT OFF DATE:  November 9, 2010 
ASSIGNED ATTORNEY:  Kara Hart-Negrich 
MANAGEMENT AGENT: Independent Management 

 Services 
MANAGING GENERAL 

PARTNER (S): 
American Community 
Developers, Inc. (Gerald 
 Krueger) 

LIMITED PARTNER: ACD Partners XXVIII L.L.C., 
 Member (Gerald Krueger) 

RECOMMENDATION: 

I recommend the Michigan State Housing Development Authority (the “Authority”) approve 
a waiver of the prepayment prohibition for the first mortgage on Edge of the Woods, 
MSHDA #3363. 

I. BACKGROUND:

Edge of the Woods (the “Development”) is an 80-unit Section 8 development consisting
of 60 elderly units and 20 family units located in the City of Sault Ste. Marie, Chippewa
County. The Development was financed in 2010 under the Authority’s Section 8
Preservation Program and was allocated an award of Section 1602 funds and 4% Low
Income Housing Tax Credits ("LIHTC") as part of the financing. The Development
maintains an Old Regulation Section 8 Housing Assistance Payment ("HAP") Contract on
all the units. The Development’s operations are considered stable and the Development
is currently included in Asset Management’s Core Portfolio.

In June 2020, the Authority received a request from ownership to prepay the balance of
the first mortgage loan. The first mortgage loan is not eligible for prepayment without
Authority approval until November 9, 2025. Board approval is therefore required for this
request. To make this transaction revenue neutral to the Authority, ownership has agreed
to pay loss spread calculated through the mortgage prepayment eligibility date. Per the
mortgage note, ownership is also required to pay a 1% prepayment penalty on the balance
being paid.

Although the first mortgage will be paid in full, the project will remain affordable. The
Development is currently restricted by the Authority regulatory agreement, the 1602
regulatory agreement, and the LIHTC regulatory agreement. The restrictions for all three
programs are identical. The Authority regulatory agreement will remain in effect until the
prepayment eligibility date, which is November 9, 2025, after that date the Authority
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regulatory agreement will be discharged. No residents will be displaced due to the early 
payoff. 

II. CURRENT FINANCIAL CONDITION:

A. The Development currently has 0 vacant units (0.0%) with an economic vacancy of
0.44%.

B. Liquidity has increased from $114,083 in May 2019 to $126,898 in May 2020.
C. The Development currently has $0 in resident receivables, of which $0 (0.0%) are over

60 days.
D. The Development currently has $11,360 in payables, of which $0 are over 60 days.

III. SUMMARY OF PROPOSAL:

A. The Authority has received a request from ownership to prepay the balance of the first
mortgage loan for Edge of the Woods prior to the prepayment eligibility date.

B. As a condition of the prepayment, ownership has agreed to pay lost spread, which is
expected to be approximately $170,000 to $180,000. Loss spread varies depending
on financial market conditions, the exact amount will be determined on the day of the
prepayment.

C. Ownership has also agreed to pay a prepayment penalty of 1% of the loan balance
being prepaid, which is approximately $14,230.

D. After the first mortgage is paid in full the Authority mortgage will be discharged.
E. The Authority regulatory agreement will remain in effect until the original mortgage

prepayment eligibility date, which is November 9, 2025. After November 9, 2025, the
Authority regulatory agreement will be discharged.

F. The 1602 mortgage and 1602 regulatory agreement will remain in effect and will not
be altered by this transaction.

G. The LIHTC regulatory agreement will remain in effect and will not be altered by this
transaction.

H. Authority staff has verified that no open conditions exist related to the Development
for either owner or agent.

IV. CURRENT DEVELOPMENT STATUS:

Program Type: Section 8 Preservation / 9% TC Exchange 
/ 1602 / 4% LIHTC with Tax Exempt Bond 

Original First Mortgage Amount: $1,555,375 
Current First Mortgage Amount: $1,427,974 
Current Interest Rate: 6.75% 
Payment Status: Current 
Mortgage Prepayment Eligibility Date: November 9, 2025 
First Mortgage Maturity Date: November 1, 2046 
Original 1602 Mortgage Amount: $4,216,683 
Current 1602 Mortgage Amount: $4,216,683 
Initial 1602 Compliance End Date: December 31, 2026 
Extended Use 1602 End Date: December 31, 2056 
Initial LIHTC Compliance End Date: December 31, 2025 
Extended Use LIHTC End Date: December 31, 2055 

Vacancy: 0 Units are Vacant or 0.0% 
Economic Vacancy: 0.44% 
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Reserve and Escrow Balances as of June 25, 2020: 
Replacement Reserve: $ 888,971 
Operating Assurance Reserve: $ 530,146 
Operating Deficit Reserve: $ 460,399 

Financial Status: 
One Month’s Rent Potential: $ 64,954 
Liquidity: $ 126,898 
Replacement Reserve Needs: $ 0 

Prior Authority Action: 
• August 25, 2010 – Resolution Determining Mortgage Loan Feasibility
• August 25, 2010 – Resolution Authorizing Mortgage Loan
• July 16, 2014 – Resolution Approving Transfer of Partnership Interests in

Mortgagor (this transaction was never completed)
• October 25, 2017 – Resolution Authorizing Sale of the Development and

Assumption of Mortgage Loans

V. RENT SCHEDULE:

Bedroom # 
Units 

# Units 
Vacant 

Contract 
Rents 

Utility 
Allowance 

1 BR - Senior 54 0 $762 $38 
2 BR – Senior 6 0 $875 $54 
2 BR TH – Family 12 0 $895 $109 
3 BR TH – Family 8 0 $977 $127 
TOTAL 80 0 
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MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION AUTHORIZING WAIVER OF MORTGAGE LOAN 
PREPAYMENT PROHIBITION 

EDGE OF THE WOODS, MSHDA DEVELOPMENT NO. 3363 
CITY OF SAULT STE. MARIE, CHIPPEWA COUNTY 

JULY 30, 2020 

WHEREAS, the Michigan State Housing Development Authority (the "Authority") made a 
mortgage loan (the “Mortgage Loan”) to Edge of the Woods 2017 Limited Dividend Housing 
Association L.L.C.  (the “Mortgagor”) for the acquisition and construction of Edge of the Woods, 
MSHDA Development No. 3363 (the “Development”); and 

WHEREAS, the Mortgage Loan documents for such Development currently prohibit prepayment 
of the Mortgage Loan; and 

WHEREAS, the Mortgagor has requested that the Authority waive the prepayment prohibition and 
allow a payoff of the Mortgage Loan for the reasons set forth in the accompanying Action Report 
dated July 30, 2020 (the "Action Report"); and 

WHEREAS, the Executive Director recommends that the Authority waive the prepayment 
prohibition and allow the prepayment of the Mortgage Loan, subject to compliance with the terms 
and conditions 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 resolves as follows: 

1. The Authority hereby approves the prepayment of the Mortgage Loan, subject to the
terms and conditions described in the accompanying Action Report.

2. The Executive Director, Chief Housing Investment Officer, Chief Financial Officer,
Director of Legal Affairs, Deputy Director of Legal Affairs or any person duly appointed to
act in that capacity, each is hereby authorized to (a) consent to a modification of the terms
and conditions set forth in the attached Action Report, as he or she shall deem advisable
and appropriate, and (b) enter into such agreements as may be necessary or appropriate
to effectuate the prepayment transaction, including without limitation discharges,
releases, swap termination agreements and amended regulatory agreements.
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M E M O R A N D U M

TO:  Authority Members 

FROM: Gary Heidel, Acting Executive Director 

DATE: July 30, 2020 

RE: American House Village at Bloomfield, Development No. 3867 

RECOMMENDATION: 

I 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 the loan parameter concerning the percentage of deferred 
developer fee, 4) AUTHORIZE A WAIVER OF THE LOAN PARAMETER CONCERNING THE 
RATE OF RETURN, and 5 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 the Staff Report. 

PROJECT SUMMARY: 

MSHDA No:  3867 
Development Name: American House Village at Bloomfield 
Development Location: City of Pontiac, Oakland County 
Sponsor: American House Development LLC 
Mortgagor: VAB Senior Limited Dividend Housing 

Association, LLC  
Number of Units (Affordable and Market Rate): 

Occupancy Rate: 

150 total units, 120 market, 30 
affordable 
N/A 

Total Development Cost: $36,589,227 
TE Bond Construction and Permanent Loan: $30,326,523 
MSHDA Gap Funds: $2,083,185 HOME; $2,107,826 MRF 
Other Funds: $957,284 of income from operations, 

and $1,114,409 in deferred developer 
fee. 

EXECUTIVE SUMMARY: 



American House Village at Bloomfield is a proposed 150-unit senior independent living facility 
(“the Development”).  The Development will be situated within the Village at Bloomfield, which is 
an 87-acre project included in the City of Pontiac’s Master Plan.  The Village at Bloomfield is being 
developed for multiuse, and currently includes an Aldi, Menards, Hampton Hotel, Henry Ford 
Health System Urgent Care, parking structure, a 400+ multifamily townhomes project along with 
smaller retail outlets to include entertainment and dining. 

The Village at Bloomfield site was previously partially developed in the mid 2000’s, but a lack of 
funding caused the site to remain dormant with partially completed structures left abandoned for 
about 10 years.  After razing the partially completed buildings, the City of Pontiac devised a new 
master site plan which specifically included senior housing. 

The Development will include 120 market rate units and 30 units restricted to 50% Area Median 
Income (“AMI”). Once built, the Development will be 4 stories and approximately 145,000 square 
feet. Apartments will include one- and two-bedroom units with full kitchens and private baths. 
Common areas will include restaurant style dining, activities, salon/barber, fitness, and shared 
laundry facilities. Additional services offered will include meal plans, housekeeping and laundry 
which are optional for rent restricted residents. 

I am recommending Board approval for the following reasons: 

• The sponsor is American House Development LLC, which is a subsidiary of the Real
Estate Development and Investment Company (“REDICO”), a southeastern Michigan real
estate firm. The individuals involved have experience operating Authority-financed
properties; however, they have not closed on an Authority-financed deal and therefore
have partnered with MHT Housing as a consultant and co-owner.

• Financing the Development results in a new earning asset for the Authority. The
affordability period for these units range from 40 to 50 years, depending on the funding
source.

ADVANCING THE AUTHORITY’S MISSION 

• The Development will increase the number of affordable housing units financed by the
Authority.

• The Authority’s senior housing portfolio will expand by 150 units.
• The Development is part of an 87-acre master site plan known as the Village at Bloomfield

that was approved by the City of Pontiac and Bloomfield Township.

MUNICIPAL SUPPORT: 

• The full Village at Bloomfield is a co-managed district between the City of Pontiac and the
Township of Bloomfield Hills. The approval body is a Joint Development Commission and
consists of members from both municipalities. Site plan and zoning approvals passed with
unanimous support

COMMUNITY IMPACT: 

• In preparing for the development of the Village at Bloomfield and more specifically, the
Development, ownership met with several community stakeholders within Bloomfield and
Pontiac.



RESIDENT IMPACT: 

• No residents will be displaced as part of this transaction because it is a new construction
development.

ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:  

This proposal does not include Low Income Housing Tax Credits (“LIHTC”); however, 20% of the 
units will be restricted to 50% AMI. Since HOME funds are part of the gap financing, 11 units (5 
one-bedroom and 6 two-bedroom units) will be restricted to Low HOME rent levels. The 
management fee is significantly higher than current Authority limits. The Authority’s Asset 
Management division has approved a property management fee of $1,453 per unit per year 
(“PUPY”) and the current limit is $534 per unit per year.   

The proposal’s proforma also includes the cost of additional services in the market tenants’ rent, 
which is contrary to past practices of separating optional service income with rental income.  The 
optional services fees, however, are not included as part of the rent for the restricted units but 
may be purchased separately. 

A waiver to the Authority’s multifamily direct lending parameters (Section VI.P.4) is also being 
requested to allow the developer to defer more than 50% of the total developer fee. In order to 
balance the proforma, the sponsor is deferring 53.07% of the developer fee, which is projected to 
be paid off in year 7 of operations.  

A WAIVER TO THE AUTHORITY’S MULTIFAMILY DIRECT LENDING PARAMETERS 
(SECTION VI.Q.1) IS ALSO BEING REQUESTED BECAUSE THERE ARE NOT TAX CREDITS 
UPON WHICH TO BASE AN EQUITY CALCULATION. A REASONABLE RATE OF RETURN 
FOR THIS TRANSACTION IS 50% OF SURPLUS CASH.  AFTER REPAYMENT OF THE GAP 
FUNDING LOANS, THE OTHER 50% OF SURPLUS CASH WILL BE DEPOSITED IN THE 
OPERATING ASSURANCE RESERVE. 



GOLDENROD 
TAB Q 

MORTGAGE LOAN FEASIBILITY/COMMITMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

I 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 the loan parameter concerning the percentage of the deferred 
developer fee, 4) AUTHORIZE A WAIVER OF THE LOAN PARAMETER CONCERING THE 
RATE OF RETURN, and 54) 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.: 3867 
Development Name: American House Village at Bloomfield 
Development Location: City of Pontiac, Oakland County 
Sponsor: American House Development LLC 
Mortgagor: VAB Senior Limited Dividend Housing Association, LLC 
TE Bond Const. & Perm Loan: $30,326,523 
MSHDA HOME Loan: $ 2,083,185 
MSHDA MRF Loan: $ 2,107,826 
Total Development Cost: $36,589,227 
Mortgage Term: 40 years for the tax-exempt bond loan; 50 years for the HOME 

loan; 50 years for the MRF loan 
Interest Rate:  4.9% 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: 150 elderly units of new construction 
Unit Configuration: 115 one-bedroom and 35 two-bedroom apartments 
Builder: Continental Construction Management LLC 
Syndicator: N/A – No tax credit units included 
Date Application Received: October 2019 
HDO: Charles J Smith 

Issuance of the Authority's Mortgage Loan Commitment is subject to fulfillment of all Authority 
processing and review requirements and obtaining all necessary staff approvals as required by the 
Authority's underwriting standards. 
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ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

This proposal does not include Low Income Housing Tax Credits (“LIHTC”); however, 20% of the 
units will be restricted to 50% of Area Median Income (“AMI”). Since HOME funds are part of the 
gap financing, 11 units (5 one-bedroom and 6 two-bedroom units) will be restricted to Low HOME 
rent levels. The management fee is significantly higher than current Authority limits. The 
Authority’s Asset Management division has approved a property management fee of $1,453 per unit 
per year (“PUPY”) and the current limit is $534 per unit per year. 

The proposal’s proforma also includes the cost of additional services in the market tenants’ rent, 
which is contrary to past practices of separating optional service income with rental income. The 
optional services fees, however, are not included as part of the rent for the restricted units but may 
be purchased separately. 

A waiver to the Authority’s multifamily direct lending parameters (Section VI.P.4) is being requested 
to allow the developer to defer more than 50% of the total developer fee. In order to balance the 
proforma, 53.07% of the developer fee is being deferred, which is projected to be paid off in year 7 
of operations. 

A WAIVER TO THE AUTHORITY’S MULTIFAMILY DIRECT LENDING PARAMETERS (SECTION 
VI.Q.1) IS ALSO BEING REQUESTED BECAUSE THERE ARE NOT TAX CREDITS UPON
WHICH TO BASE AN EQUITY CALCULATION. A REASONABLE RATE OF RETURN FOR THIS
TRANSACTION IS 50% OF SURPLUS CASH. AFTER REPAYMENT OF THE GAP FUNDING
LOANS, THE OTHER 50% OF SURPLUS CASH WILL BE DEPOSITED IN THE OPERATING
ASSURANCE RESERVE.

EXECUTIVE SUMMARY: 

American House Village at Bloomfield is a proposed 150-unit senior independent living facility (“the 
Development”). The Development will be situated within the Village at Bloomfield, which is an 87- 
acre project included in the City of Pontiac’s Master Plan. The Village at Bloomfield is being 
developed for multiuse, and currently includes an Aldi, Menards, Hampton Hotel, Henry Ford Health 
System Urgent Care, parking structure, a 400+ multifamily townhomes project along with smaller 
retail outlets to include entertainment and dining. 

The Village at Bloomfield site was previously partially developed in the mid 2000’s, but a lack of 
funding caused the site to remain dormant with partially completed structures. After razing the 
partially completed buildings, the City of Pontiac devised a new master plan which specifically 
included senior housing. 

The Development will include 120 market rate units and 30 units restricted to 50% AMI. Once built, 
the Development will be 4 stories and approximately 145,000 square feet. Apartments will include 
one- and two-bedroom units with full kitchens and private baths. Common areas will include 
restaurant style dining, activities, salon/barber, fitness, and shared laundry facilities. Additional 
services offered will include meal plans, housekeeping and laundry which are optional for rent 
restricted residents. 

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

• 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 $30,326,523 
at 4.90% interest with 40-monthly interest only payments (a 20-month construction term and 
a 20-month rent-up period) required under the construction loan. The permanent financing 
date will commence on the first day of the month following the month in which the 40-month 
construction loan term expires or such later date as determined by an Authorized Officer of 
the Authority (the “Permanent Financing Date”). 

 
• The permanent tax-exempt bond loan is based upon the current 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 1.15 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. 

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

$2,107,826 will be provided at 3% simple interest with payments initially deferred. The MRF 
Loan will be in Second Position. 

 
• A subordinate loan using HOME funds (the “HOME Loan”) in the amount of $2,083,185 will 

be provided at 1% simple interest with payments initially deferred. The HOME Loan will be 
in Third Position. 

 
• 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 $957,284. 

 
• The Sponsor has agreed to defer $1,114,409 of the developer fee to help fill the remaining 

funding gap. 
 

• 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 operating 
needs. This reserve will be held by the Authority. 

 
Site Selection: 

 

This site does not meet the Authority’s site selection criteria. The Chief Market Analyst conditionally 
approved the site as long as an access road was constructed to connect with nearby Golf Road. 
The sponsor has reached an agreement with an adjacent landowner to construct an access road 
which will connect Golf Road to Hood Road (site address) at an additional cost to the project of 
$50,000. 

 
Market Evaluation: 
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The Chief Market Analyst indicates there is sufficient demand for this proposal. 

Valuation of the Property: 

An appraisal dated March 28, 2019 estimates the value at $990,000. 

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 (iii) such other date as 
may be specified herein, the new Mortgagor, 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, as determined by the Authority, payments are limited to surplus cash.
Surplus cash shall be determined by the Authority. All such payments shall be referred to
as "Limited Dividend Payments". Any cash (excluding tenant security deposits) remaining in
the development’s operating account at the end of each fiscal year is defined as surplus
cash after: (A) payment of all MSHDA approved Operating Expenses (defined below) for
such fiscal year; (B) payment of all sums due or currently required to be paid under the
terms of any MSHDA approved permanent loan mortgage encumbering the Project and the
promissory note secured by such permanent loan mortgage; and (C) payment of all
amounts required to be deposited into the replacement reserve, insurance and tax escrow
of the Development. No added debt or other reserves shall be funded from operations. The
surplus cash can be distributed to the owner in order to pay down the deferred developer
fee in the form of Limited Distributions. 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 13th year following the date that Mortgage Loan amortization
commences, 50% of any surplus cash shall be applied as described in Condition No. 8
Authority Subordinate Loans. The other 50% of surplus cash can be distributed to the
mortgagor. AFTER REPAYMENT OF THE MRF AND HOME LOANS, 50% OF SURPLUS
CASH SHALL BE DEPOSITED IN THE OPERATING ASSURANCE RESERVE.

2. Income Limits:

The income limitations for 150 units of this proposal are as follows:

a. 11 units (5 one-bedroom units and 6 two-bedroom 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 AMI as determined by HUD, adjusted
for family size.

b. 3019 units (2318 one-bedroom units and 71 two-bedroom unit) must be available for
occupancy by households whose incomes do not exceed 50% Multifamily Tax
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Subsidy Project (“MTSP”) income limits, adjusted for family size, until latest of (i) the 
expiration of the “Extended Use Period” as defined in the Development’s Regulatory 
Agreement; (ii) 50 years from Initial Closing; or (iii) so long as any Authority loan 
remains outstanding. 

c. 120 units (92 one-bedroom units and 28 two-bedroom units) are market rate and
may be rented without regard to income.

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 applicable term of affordability 
continues. 

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

3. Limitations on Rental Rates:

The Total Housing Expense (contract rent plus tenant-paid utilities) for 150 units is subject
to the following limitations:

a. During the Period of Affordability required under the HOME program (20 years), the
Total Housing Expense for the 11 Low-HOME units (5 one-bedroom units and 6
two-bedroom units) may not exceed the “Low-HOME Rent Limit” for the unit
established and published annually by HUD.

b. The Total Housing Expense for all 3019 units (2318 one-bedroom units and 71 two- 
bedroom unit), may not exceed 1/12th of 30% of the MTSP 50% of AMI adjusted for
family size and based upon an imputed occupancy of 1½ 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.

c. 120 units (92 one-bedroom units and 28 two-bedroom 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. 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
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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 utility allowances must be approved annually by the 
Authority’s Division of Asset Management 

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
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 AMI shall be
determined by the Secretary of the Treasury in a manner consistent with determinations of
lower income families and AMI 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, the Mortgagor must agree to subject the property to the extended low income
use commitment required by Section 42 of the Internal Revenue Code.

5. Restriction on Prepayment and Subsequent Use:

The Mortgage Loan is eligible for prepayment after the expiration of 15 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 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

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 
forfeit the right to prepay the Mortgage Loan. 
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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 4 months’ of estimated Development operating expenses (estimated to be
$1,532,716). 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.

7. Replacement Reserve:

The Mortgagor must agree to establish a Replacement Reserve Fund (“Replacement
Reserve”) by making annual deposits to the Replacement Reserve, beginning on the
Mortgage Cut-Off Date, at a minimum of $350 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 be increased to any higher amount that is determined to be necessary by the Authority,
based on a Capital Needs Assessment (“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 determined necessary by the Authority.

8. Authority Subordinate Loan(s):

At Initial Closing, the Mortgagor must enter into written 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 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 13th 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 13th year
following the date that Mortgage Loan amortization commences, repayment of the MRF
Loan and the HOME Loan will commence according to the following:
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• So long as both of the Mortgage Loan and the MRF Loan remain outstanding, then
repayment of the MRF Loan will be made from 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.

• If the 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 50% of Surplus Funds, applied first to accrued interest, then to
current interest and principal.

• 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 amortization
with monthly payments equal to the payments made under the original Mortgage
Loan. At this time, payments on the HOME Loan will commence and be made from
50% of Surplus Funds, applied first to accrued interest, then to current interest and
principal.

• 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.

• The entire principal balance and any accrued interest 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. 

9. 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 submit AIA Document
A305 as required by the Authority’s Chief Architect.

10. Owner/Architect 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.

11. Trade Payment Breakdown:

Prior to Mortgage Loan Commitment, the general contractor must submit a signed Trade
Payment Breakdown acceptable to the Authority’s Design and Construction Manager.

12. Section 3 Requirements:
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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. 

13. Equal Opportunity 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.

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.

14. 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.

15. 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 Environmental
Review Officer.

At Initial Closing, the Mortgagor 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.

16. Title Insurance Commitment and Survey:

Prior to Mortgage Loan Commitment, the Mortgagor must provide an updated title insurance
commitment, including zoning, pending disbursement, 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 insurance acceptable to the
Authority’s Director of Legal Affairs.

Additionally, prior to Mortgage Loan Commitment, the Mortgagor must provide a surveyor’s
certificate of facts together with an ALTA survey certified to the 2016 minimum standards,
and that 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.

17. Organizational Documents/Equity Pay-In Schedule:
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Prior to Mortgage Loan Commitment, the Mortgagor must submit a substantially final form 
syndication partnership 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 partnership agreement must 
become effective and the initial installment of equity must be paid in an amount approved by 
the Director of Development. 

 
18. Designation of Authority Funds: 

 

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

 
19. Management & Marketing: 

 

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. Management Agreement 
b. Marketing Addendum 

 
20. Guaranties: 

 

At Initial Closing, the Sponsor, General Partner, and any entity receiving a developer fee in 
connection with the Development 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. 

 
21. Financial Statements: 

 

Prior to Mortgage Loan Commitment, 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 6 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. 

 
22. 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. 

 
23. Ownership of Development Reserves: 
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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. 
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. 

24. HUD Authority to Use Grant Funds:

Prior to Mortgage Loan Commitment, the Authority must receive HUD’s Authority to Use
Grant Funds (HUD 7015.16) in connection with the proposed HOME Loan from the
Authority or confirmation that the Development is categorically excluded from NEPA review.

25. HUD Subsidy Layering Review:
Prior to Initial Closing, 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.

26. Application 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 Director
of Development.

27. 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 (“URA”) and implementing regulations as set forth in 24 CFR Part 42 and 49
CFR Part 24, as well as 24 CFR §570.606. 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 URA. This documentation
must be found acceptable by the Authority’s Director of Development.

Special Conditions: 

1. Legal Requirements:

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

• Rectify the compliance issue on the 1-bedroom units not meeting minimum size
requirements

• Need an easement in a form approved by the Director of Legal Affairs.
• Update the Title Commitment to reflect acceptable Authority language
• 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
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• 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. Congregate Services: 

 

Prior to Initial Closing, the sponsor must agree in writing to provide congregate services as 
described 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 rental income, and 
residual receipts. 

 
3. Construction Contingency and Rent Up Reserve Savings: 

 

50% of any savings from the Construction Contingency and Rent Up Allowance, as 
determined by the Authority, will be used to pay down the Authority’s gap funding loans and 
50% will be used to pay down the deferred developer fee. 

 
DEVELOPMENT TEAM AND SITE INFORMATION 

 

I. MORTGAGOR: VAB Senior Limited Dividend Housing Association, LLC 
 

II. GUARANTOR(S): 
 

A. Guarantor #1: 
 

Name: Redico LLC 
Address: One Towne Square, Suite 1600 

Southfield, MI 48076 
 

B. Guarantor #2: 
 

Name: MHT Housing, Inc. 
Address: 32600 Telegraph road, Suite 102 

Bingham Farms, 48025 
 
III. DEVELOPMENT TEAM ANALYSIS: 

 

A. Sponsor: 
 

Name: American House Development LLC 
Address: One Towne Square, Suite 1600 

Southfield, MI 48076 
 

Individuals Assigned: Samatha Eckhout 
Telephone: 248-784-6480 
Fax: 248-827-1717 
E-mail: seckhout@redico,com 
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1. Experience: The Sponsor has experience working on Authority-financed
developments.

2. Interest in the Mortgagor and Members: 99.99% Limited, .01% General
partner 

B. Architect:

Name: Progressive Associates, Inc. 
Address: 838 West Long Lake Road, Suite 250 

Bloomfield Hills, MI 48302 

Individual Assigned: Dan Tosch 
Telephone: 248-540-5940
E-Mail: dan@progressiveassociates.com

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

2. Architect's License: License number 1301018780, exp. 10/31/2020.

C. Attorney:

Name: Jaffe Raitt Heuer & Weiss 
Address: 27777 Franklin Road, Suite 2500 

Southfield, MI 48034 

Individual Assigned: Richard A. Zussman 
Telephone: 248-727-1469
E-Mail: rzussman@jaffelaw.com

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

D. Builder:

Name: MHT CONSTRUCTION LLCContinental Construction 
Management LLC 

Address: 32600 Telegraph Road, Suite 102 
Bingham Farms, MI 48025 

Individual Assigned:Chad Joseph 
Telephone: 248-833-0553
Fax: 248-833-0588
E-mail: chad@mhthousing.net

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

mailto:dan@progressiveassociates.com
mailto:rzussman@jaffelaw.com
mailto:chad@mhthousing.net
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2. State Licensing Board Registration: License number 2102217229, with
an expiration date of 5/31/2024. 

E. Management and Marketing Agent:

Name: American House Management Services LLC 
Address: 6755 Telegraph Road, Suite 330 

Bloomfield Hills, MI 48301 

Individual Assigned: Samantha Eckhout 
Telephone: 248-784-6480
E-mail: seckhout@redico.com

1. Experience: This firm has significant experience managing Authority- 
financed developments.

F. Development Team Recommendation: Go

IV. SITE DATA:

A. Land Control/Purchase Price:
$500,000

B. Site Location:
1957 South Telegraph Road, Pontiac

C. Size of Site:
6.52 Acres

D. Density:
Assumed appropriate.

E. Physical Description:

1. Present Use: Vacant

2. Existing Structures: None

3. Relocation Requirements: None

F. Zoning:
T-C Town Center zoning district, which permits multifamily dwellings.

G. Contiguous Land Use:

1. North: Golf course 

2. South: Commercial 

mailto:seckhout@redico.com
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3. East: Single and multifamily housing 

4. West: Vacant 

H. Tax Information:
Full taxes will be paid, no payment in lieu of taxes (“PILOT”) ordinance in place.

I. Utilities: DTE will provide electricity, Consumers will provide natural gas and the City
of Pontiac will provide water/sewer services.

J. Community Facilities:

1. Shopping:
Aldi, Menards, and other commercial entities are located 100 yards from
site.

2. Recreation:
Golf courses and public parks are all nearby.

3. Public Transportation:
Dial a Ride system with SMART bus.

4. Road Systems
Site is located between Telegraph Road and Golf Road. The site is on Hood
Road which will be extended to connect to Golf Road.

5. Medical Services and other Nearby Amenities:
Henry Ford Hospital has an urgent medical care facility located next to the
site.

6. Description of Surrounding Neighborhood:
Mixture of commercial and residential.

7. Local Community Expenditures Apparent:
Hood Road construction.

8. Indication of Local Support:
The proposal is in line of the City of Pontiac’s Master Plan.

VI. 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 Authority’s Chief
Architect.
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VII. 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, rental structure, and unit amenities.

VIII. EQUAL OPPORTUNITY AND FAIR HOUSING:

The contractor's Equal Employment Opportunity Plan is currently being reviewed and must
be approved by the Authority’s Design and Construction Manager prior to Initial Closing.
The management and marketing agent's Affirmative Fair Housing Marketing Plan has been
approved.

IX. MANAGEMENT AND MARKETING:

The management/marketing agent has submitted application level management and
marketing information, to be approved prior to Initial Closing by the Authority’s Director of
Asset Management.

X. 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.

XI. DEVELOPMENT SCHEDULING:

A. Mortgage Loan Commitment: July 2020 
B. Initial Closing and Disbursement: September 2020 
C. Construction Completion: March 2022 
D. Cut-Off Date: October 2023 

XII. ATTACHMENTS:

A. Development Proforma
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Development Village at Bloomfield
Financing Tax Exempt

MSHDA No. 3867
Step Commitment 
Date 07/30/2020 Type 
New Construction

TOTAL DEVELOPMENT COSTS Per Unit Total %
 in

 B
as

is

 Included in 
Tax Credit 

Basis 

 Included in 
Historic TC 

Basis Per Unit Total %
 in

 B
as

is

 Included in 
Tax Credit 

Basis 

 Included in 
Historic TC 

Basis 

Acquisition Project Reserves
Land 3,333 500,000 0% 0 0 Operating Assurance Reserv 4.0 months Funded in Cas 10,218 1,532,716 0% 0 0
Existing Buildings 0 100% 0 0 Replacement Reserve Not Required 0 0 0% 0 0
Other: 0 0% 0 0 Operating Deficit Reserve 0 0 0% 0 0

Subtotal 3,333 500,000 Rent Subsidy Reserve 0 0 0% 0 0
Construction/Rehabilitation Syndicator Held Reserve 0 0 0% 0 0

Off Site Improvements 0 100% 0 0 Rent Lag Escrow 0 0 0% 0 0
On-site Improvements 2,000 300,000 100% 300,000 0 Tax and Insurance Escrows 0 0 0% 0 0
Landscaping and Irrigation 0 100% 0 0 Other: 0 0% 0 0
Structures 146,667 22,000,000 100% 22,000,000 22,000,000 Other: 0 0% 0 0
Community Building and/or Maintenance Facility 0 100% 0 0 Subtotal 10,218 1,532,716
Construction not in Tax Credit basis (i.e.Carports and Commercial Space) 0 0% 0 0 Miscellaneous
General Requirements % of Contract 4.00% Within Range 5,947 892,000 100% 892,000 892,000 Deposit to Development Operating Account (1MGRPNot Required 0 0 0% 0 0
Builder Overhead % of Contract 2.00% Within Range 3,092 463,840 100% 463,840 463,840 Other (Not in Basis): Cost for Golf drive road access project 333 50,000 0% 0 0
Builder Profit % of Contract 4.00% Within Range 6,308 946,234 100% 946,234 946,234 Other (In Basis): 0 0 100% 0 0
Permits, Bond Premium, Tap Fees, Cost Cert. 3,300 495,019 100% 495,019 495,019 Other (In Basis): 0 0 100% 0 0
Other: 0 100% 0 0 Subtotal 333 50,000

Subtotal 167,314 25,097,093
15% of acquisition and $15,000/unit test: met Total Acquisition Costs 3,333 500,000

Professional Fees Total Construction Hard Costs 167,314 25,097,093
Design Architect Fees 1,251 187,600 100% 187,600 187,600 Total Non-Construction ("Soft") Costs 59,281 8,892,134
Supervisory Architect Fees 313 46,900 100% 46,900 46,900
Engineering/Survey 300 45,000 100% 45,000 45,000 Developer Overhead and Fee
Legal Fees 767 115,000 100% 115,000 115,000 Maximum 5,020,930 14,000 2,100,000 100% 2,100,000 2,100,000

Subtotal 2,630 394,500 7.5% of Acquisition/Project Reserves Override 5% Attribution Test
Interim Construction Costs 15% of All Other Development Costs 2,100,000 met

Property & Causalty Insurance 500 75,000 100% 75,000 75,000
Construction Loan Interest Override 372,463         2,483 372,463 70% 260,724 260,724 Total Development Cost 243,928 36,589,227 30,135,672 28,950,672
Title Work 233 35,000 100% 35,000 0
Construction Taxes 213 32,000 100% 32,000 32,000 TOTAL DEVELOPMENT SOURCES % of TDC
Other: 0 100% 0 0 MSHDA Permanent Mortgage 82.88% 202,177 30,326,523 Gap to

Subtotal 3,430 514,463 Conventional/Other Mortgage 0.00% 0 0 Hard Debt
Permanent Financing Equity Contribution from Tax Credit Syndication 0.00% 0 0 # of Units Ratio

Loan Commitment Fee to MSHDA 2% 4,602 690,351 0% 0 0 MSHDA NSP Funds 0.00% 0 0.00 13.82%
Other: 0 0% 0 0 MSHDA HOME or Housing Trust Funds 5.69% 13,888 2,083,185 11.00

Subtotal 4,602 690,351 Mortgage Resource Funds 5.76% 14,052 2,107,826
Other Costs (In Basis) Other MSHDA: 0.00% 0

Application Fee 13 2,000 100% 2,000 2,000 Local HOME 0.00% 0
Market Study 43 6,500 100% 6,500 6,500 Income from Operations 2.62% 6,382 957,284
Environmental Studies 67 10,000 100% 10,000 10,000 Other Equity 0.00% 0
Cost Certification 53 8,000 100% 8,000 8,000 Transferred Reserves: 0.00% 0 0
Equipment and Furnishings 5,667 850,000 100% 850,000 0 Other: 0.00% 0  Deferred 
Temporary Tenant Relocation 0 100% 0 0 Other: 0.00% 0 Dev Fee
Construction Contingency 8,366 1,254,855 100% 1,254,855 1,254,855 Deferred Developer Fee 3.05% 7,429 1,114,409 53.07%
Appraisal and C.N.A. 67 10,000 100% 10,000 10,000 Total Permanent Sources 36,589,227
Other: 0 100% 0 0

Subtotal 14,276 2,141,355 Sources Equal Uses? Balanced
Other Costs (NOT In Basis) Surplus/(Gap) 0

Start-up and Organization 0 0 0% 0 0
Tax Credit Fees (based on 2017 QAP) 0 Within Range 0 0 0% 0 0 0.00% 0
Compliance Monitoring Fee (based on 2017 QAP) 0 0 0% 0 0 Construction Loan Rate 4.900%
Marketing Expense 2,000 300,000 0% 0 0 Repaid from equity prior to final closing 0
Syndication Legal Fees 0 0% 0 0
Rent Up Allowance 20.0 months 21,792 3,268,749 0% 0 0 Eligible Basis for LIHTC/TCAP Value of LIHTC/TCAP Existing Reserve Analysis
Other: 0 0% 0 0 Acquisition 0 Acquisition 0 DCE Interest:

Subtotal 23,792 3,568,749 Construction 0 Construction 0 Override Insurance:
Acquisition Credit % Total Yr Credit 0 Taxes:

Summary of Acquisition Price As of Construction Loan Term Rehab/New Const Credit % Equity Price $0.9100 Rep. Reserve:
Attributed to Land 500,000 1st Mortgage Balance Months Qualified Percentage 0.00% Equity Effective Price $0.0000 Override ORC:
Attributed to Existing Structures 0 Subordinate Mortgage(s) Construction Contract 20 QCT/DDA Basis Boost 100% Equity Contribution 0 DCE Principal:
Other: 0 Subordinate Mortgage(s) Holding Period (50% Test) 0 Historic? No Other:
Fixed Price to Seller 500,000 Subordinate Mortgage(s) Construction Loan Period 20

Premium/(Deficit) vs Existing Debt 500,000 Initial Owner's Equity Calculation
Equity Contribution from Tax Credit Syndication 0

Appraised Value Value As of: March 28, 2019 Brownfield Equity
"Encumbered As-Is" value as determined by appraisal: 990,000 Override Historic Tax Credit Equity
Plus 5% of Appraised Value: 0 General Partner Capital Contributions
LESS Fixed Price to the Seller: 500,000 Other Equity Sources
Surplus/(Gap) Within Range 490,000

New Owner's Equity - 

MSHDA Construction Loan

LIHTC 
Basis

Historic 
Basis

Instructions



Development Village at Bloomfield
Financing Tax Exempt

MSHDA No. 3867 Mortgage Assumptions:
Debt Coverage Ratio 1.15
Mortgage Interest Rate 4.900%

Step Commitment 
Date 07/30/2020 Type 
New Construction Pay Rate 4.900%

Mortgage Term 40 years
Income from Operations No

Total Development Income Potential Per Unit Total

Annual Rental Income 30,932 4,639,764 1.0% 6 2.0%
Annual Non-Rental Income 1,453 218,000 1.0% 6 2.0%
Total Project Revenue 32,385 4,857,764

Total Development Expenses

Vacancy Loss 8.00% of annual rent potential 2,475 371,181 6 5.0%
Management Fee 1,453 per unit per year 1,453 217,950 3.0% 1 3.0%
Administration 7,994 1,199,100 3.0% 1 3.0%
Project-paid Fuel 350 52,500 3.0% 6 3.0%
Common Electricity 315 47,250 4.0% 6 3.0%
Water and Sewer 350 52,500 5.0% 6 5.0%
Operating and Maintenance 2,541 381,150 3.0% 1 3.0%
Real Estate Taxes 2,813 422,000 5.0% 1 5.0%
Payment in Lieu of Taxes (PILOT) Applied to: All Units 0 0
Insurance 355 53,250 3.0% 1 3.0%
Replacement Reserve 350 per unit per year 350 52,500 3.0% 1 3.0%
Other: CAM (maintenace agreement with property owners parking lots access) 120 18,000 3.0% 1 3.0%
Other: 0 3.0% 1 3.0%

Total Expenses 59.03% 19,116 2,867,381

Base Net Operating Income 13,269 1,990,383 Override
Part A Mortgage Payment 35.63% 11,538 1,730,768
Part A Mortgage 202,177 30,326,523
Non MSHDA Financing Mortgage Payment 0
Non MSHDA Financing Type: 0
Base Project Cash Flow (excludes ODR) 5.34% 1,731 259,615

Future Vacancy

% of 
Revenue

Initial 
Inflation 
Factor

Beginning 
in Year

Future 
Inflation 
Factor
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Development Village at Bloomfield Income Limits for (Effective April 1,2020)
Financing Tax Exempt 1 Person 2 Person 3 Person 4 Person 5 Person 6 Person

MSHDA No. 3867 1 2 3 4 5 6
30% of area median 16,500 18,840 21,210 23,550 25,440 27,330
40% of area median 22,000 25,120 28,280 31,400 33,920 36,440

Step Commitment 
Date 07/30/2020 Type 
New Construction 50% of area median 27,500 31,400 35,350 39,250 42,400 45,550

60% of area median 33,000 37,680 42,420 47,100 50,880 54,660

Rental Income

Unit No. of Units Unit Type Bedrooms Baths Net Sq. Ft. Contract Rent Utilities
Total Housing 

Expense Gross Rent
Current Section 8 

Contract Rent % of Gross Rent % of Total Units Gross Square Feet
% of Total Square 

Feet
TC Units Square 

Feet Unit Type
Max Allowed 

Housing Expense

50% Area Median Income Units
Senior Occupancy

A 18 Apartment 1 1.0 630 663 73 736 143,208 3.1% 12.0% 11,340 10.7% 11,340 736
B 1 Apartment 2 2.0 950 794 89 883 9,528 0.2% 0.7% 950 0.9% 950 883

152,736 0 3.3% 12.7% 12,290 11.6% 12,290

50% Area Median Income Units
Senior Occupancy

A 5 Apartment 1 1.0 630 663 73 736 39,780 0 0.9% 3.3% 3,150 3.0% 3,150 Low HOME 736
B 6 Apartment 2 2.0 950 794 89 883 57,168 0 1.2% 4.0% 5,700 5.4% 5,700 Low HOME 883

96,948 0 2.1% 7.3% 8,850 8.4% 8,850
Market Rate Units
Senior Occupancy

A 92 Apartment 1 1.0 630 3,002 73 3,075 3,314,208 0 71.4% 61.3% 57,960 54.8% 0 N/A
B 28 Apartment 2 2.0 950 3,202 89 3,291 1,075,872 0 23.2% 18.7% 26,600 25.2% 0 N/A

4,390,080 0 94.6% 80.0% 84,560 80.0% 0
Mgrs 0 0 0.0% 0.0% 0 0.0% 0

105,700 21,140
Total Units 150 Gross Rent Potential 4,639,764 HOME Units SF/Total Units SF 8.4% Within Range
Income Average 20.00% Average Monthly Rent 2,578 # HOME Units/# Total Units 7.3% Within Range
Set Aside 20.00% Gross Square Footage 105,700

Utility Allowances
Tenant-Paid Tenant-Paid Tenant-Paid Owner-Paid Tenant-Paid

Annual Non-Rental Income Electricity A/C Gas Other Total Overide
Misc. and Interest A 0 73 Total Income Annual Monthly
Laundry B 0 89 Rental Income 4,639,764 386,647
Carports 18,000 C 0 Non-Rental Income 218,000 18,167
Other:  Optional Services Income 150,000 D 0 Total Project Revenue 4,857,764 404,814
Other: Second Person Income 50,000 E 0

218,000 F 0
G 0
H 0

Water/ Sewer

Oakland County

Instructions



Cash Flow Projections Development Village at Bloomfield
Financing Tax Exempt

MSHDA No. 3867
Step Commitment 
Date 07/30/2020 Type 
New Construction

1 2 3 4 5 6 7 8 9 10

Income
Annual Rental Income 1.0% 6 2.0% 4,639,764 4,686,162 4,733,023 4,780,353 4,828,157 4,924,720 5,023,215 5,123,679 5,226,152 5,330,675
Annual Non-Rental Income 1.0% 6 2.0% 218,000 220,180 222,382 224,606 226,852 231,389 236,016 240,737 245,552 250,463

Total Project Revenue 4,857,764 4,906,342 4,955,405 5,004,959 5,055,009 5,156,109 5,259,231 5,364,416 5,471,704 5,581,138

Expenses
Vacancy Loss 8.0% 6 5.0% 371,181 374,893 378,642 382,428 386,253 246,236 251,161 256,184 261,308 266,534
Management Fee 3.0% 1 3.0% 217,950 224,489 231,223 238,160 245,305 252,664 260,244 268,051 276,093 284,375
Administration 3.0% 1 3.0% 1,199,100 1,235,073 1,272,125 1,310,289 1,349,598 1,390,086 1,431,788 1,474,742 1,518,984 1,564,554
Project-paid Fuel 3.0% 6 3.0% 52,500 54,075 55,697 57,368 59,089 60,862 62,688 64,568 66,505 68,501
Common Electricity 4.0% 6 3.0% 47,250 49,140 51,106 53,150 55,276 56,934 58,642 60,401 62,213 64,080
Water and Sewer 5.0% 6 5.0% 52,500 55,125 57,881 60,775 63,814 67,005 70,355 73,873 77,566 81,445
Operating and Maintenance 3.0% 1 3.0% 381,150 392,585 404,362 416,493 428,988 441,857 455,113 468,766 482,829 497,314
Real Estate Taxes 5.0% 1 5.0% 422,000 443,100 465,255 488,518 512,944 538,591 565,520 593,796 623,486 654,661
Payment in Lieu of Taxes (PILOT) 0 0 0 0 0 0 0 0 0 0
Insurance 3.0% 1 3.0% 53,250 54,848 56,493 58,188 59,933 61,731 63,583 65,491 67,456 69,479
Replacement Reserve 3.0% 1 3.0% 52,500 54,075 55,697 57,368 59,089 60,862 62,688 64,568 66,505 68,501
Other: CAM (maintenace agreement with property 3.0% 1 3.0% 18,000 18,540 19,096 19,669 20,259 20,867 21,493 22,138 22,802 23,486
Other: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0 0

Subtotal: Operating Expenses 2,867,381 2,955,941 3,047,578 3,142,406 3,240,547 3,197,694 3,303,275 3,412,579 3,525,748 3,642,928
Debt Service
Debt Service Part A 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0 0 0

Total Expenses 4,598,149 4,686,709 4,778,345 4,873,174 4,971,315 4,928,462 5,034,043 5,143,347 5,256,516 5,373,696

Cash Flow/(Deficit) 259,615 219,632 177,060 131,785 83,694 227,647 225,189 221,069 215,188 207,442
Cash Flow Per Unit 1,731 1,464 1,180 879 558 1,518 1,501 1,474 1,435 1,383
Debt Coverage Ratio on Part A Loan 1.15 1.13 1.10 1.08 1.05 1.13 1.13 1.13 1.12 1.12
Debt Coverage Ratio on Conventional/Other Financing 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 Deficit Reserve (ODR) Analaysis
Maintained Debt Coverage Ratio (Hard Debt) 1.00
Maintained Operating Reserve (No Hard Debt) 250
Initial 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 1,731 1,464 1,180 879 558 1,518 1,501 1,474 1,435 1,383
Maintained Debt Coverage Ratio on Part A Loan 1.15 1.13 1.10 1.08 1.05 1.13 1.13 1.13 1.12 1.12
Maintained Debt Coverage Ratio on Conventional/Other N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Standard ODR
Non-standard ODR

Operating Assurance Reserve Analysis
Required in Year: 1

Initial Balance 1,532,716 1,578,698 1,626,059 1,674,840 1,725,086 1,776,838 1,830,143 1,885,048 1,941,599 1,999,847
Interest Income 45,981 47,361 48,782 50,245 51,753 53,305 54,904 56,551 58,248 59,995
Ending Balance 1,578,698 1,626,059 1,674,840 1,725,086 1,776,838 1,830,143 1,885,048 1,941,599 1,999,847 2,059,843

Deferred Developer Fee Analysis
Initial Balance 1,114,409 854,794 635,161 458,102 326,316 242,622 14,976 0 0 0
Dev Fee Paid 259,615 219,632 177,060 131,785 83,694 227,647 14,976 0 0 0
Ending Balance        Repaid in ye 0 854,794 635,161 458,102 326,316 242,622 14,976 0 0 0 0

0 0 0 0 0 0 0 0 0 0
Mortgage Resource Fund Loan
Interest Rate on Subordinate Financing 3%
Principal Amount of all MSHDA Soft Funds 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826
Current Yr Int 63,235 63,235 63,235 63,235 63,235 63,235 63,235 63,235 63,235 63,235
Accrued Int 0 63,235 126,470 189,704 252,939 316,174 379,409 337,537 290,237 245,878
Subtotal 2,171,061 2,234,296 2,297,530 2,360,765 2,424,000 2,487,235 2,550,469 2,508,598 2,461,298 2,416,939
Annual Payment Due 0 0 0 0 0 0 105,106 110,535 107,594 103,721
Year End Balance 2,171,061 2,234,296 2,297,530 2,360,765 2,424,000 2,487,235 2,445,363 2,398,063 2,353,704 2,313,218

1,532,716

2,107,826
Initial Balance

% of Cash Flow
50%
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Cash Flow Projections

Income
Annual Rental Income 1.0% 6 2.0%
Annual Non-Rental Income 1.0% 6 2.0%

Total Project Revenue

Expenses
Vacancy Loss 8.0% 6 5.0%
Management Fee 3.0% 1 3.0%
Administration 3.0% 1 3.0%
Project-paid Fuel 3.0% 6 3.0%
Common Electricity 4.0% 6 3.0%
Water and Sewer 5.0% 6 5.0%
Operating and Maintenance 3.0% 1 3.0%
Real Estate Taxes 5.0% 1 5.0%
Payment in Lieu of Taxes (PILOT)
Insurance 3.0% 1 3.0%
Replacement Reserve 3.0% 1 3.0%
Other: CAM (maintenace agreement with property 3.0% 1 3.0%
Other: 3.0% 1 3.0%

Subtotal: Operating Expenses
Debt Service
Debt Service Part A
Debt Service Conventional/Other Financing

Total Expenses

Cash Flow/(Deficit)
Cash Flow Per Unit
Debt Coverage Ratio on Part A Loan
Debt Coverage Ratio on Conventional/Other Financing

Interest Rate on Reserves 3%

Operating Deficit Reserve (ODR) Analaysis
Maintained Debt Coverage Ratio (Hard Debt) 1.00
Maintained Operating Reserve (No Hard Debt) 250
Initial Balance

Total Annual Draw to achieve 1.0 DCR
Total Annual Deposit to achieve Maintained DCR
Total 1.0 DCR and Maintained DCR

Interest
Ending Balance at Maintained DCR
Maintained Cash Flow Per Unit
Maintained Debt Coverage Ratio on Part A Loan
Maintained Debt Coverage Ratio on Conventional/Other
Standard ODR
Non-standard ODR

Operating Assurance Reserve Analysis
Required in Year: 1

Initial Balance
Interest Income
Ending Balance

Deferred Developer Fee Analysis
Initial Balance
Dev Fee Paid
Ending Balance        Repaid in ye 0

Mortgage Resource Fund Loan
Interest Rate on Subordinate Financing 3%
Principal Amount of all MSHDA Soft Funds
Current Yr Int
Accrued Int
Subtotal
Annual Payment Due
Year End Balance

1,532,716

2,107,826
Initial Balance

% of Cash Flow
50%

In
iti

al
 In

fla
to

r

St
ar

tin
g 

in
 Y

r

Fu
tu

re
 In

fla
to

r

Initital Deposit
1,532,716

Initial Deposit
0

0
0

11 12 13 14 15 16 17 18 19 20

5,437,289 5,546,035 5,656,955 5,770,095 5,885,496 6,003,206 6,123,271 6,245,736 6,370,651 6,498,064
255,472 260,581 265,793 271,109 276,531 282,062 287,703 293,457 299,326 305,312

5,692,761 5,806,616 5,922,748 6,041,203 6,162,027 6,285,268 6,410,973 6,539,193 6,669,977 6,803,376

271,864 277,302 282,848 288,505 294,275 300,160 306,164 312,287 318,533 324,903
292,907 301,694 310,745 320,067 329,669 339,559 349,746 360,238 371,045 382,177

1,611,490 1,659,835 1,709,630 1,760,919 1,813,746 1,868,159 1,924,203 1,981,930 2,041,387 2,102,629
70,556 72,672 74,852 77,098 79,411 81,793 84,247 86,775 89,378 92,059
66,002 67,982 70,022 72,122 74,286 76,515 78,810 81,174 83,610 86,118
85,517 89,793 94,282 98,997 103,946 109,144 114,601 120,331 126,348 132,665

512,234 527,601 543,429 559,732 576,524 593,819 611,634 629,983 648,882 668,349
687,394 721,763 757,851 795,744 835,531 877,308 921,173 967,232 1,015,593 1,066,373

0 0 0 0 0 0 0 0 0 0
71,564 73,710 75,922 78,199 80,545 82,962 85,451 88,014 90,655 93,374
70,556 72,672 74,852 77,098 79,411 81,793 84,247 86,775 89,378 92,059
24,190 24,916 25,664 26,434 27,227 28,043 28,885 29,751 30,644 31,563

0 0 0 0 0 0 0 0 0 0
3,764,273 3,889,941 4,020,097 4,154,914 4,294,571 4,439,255 4,589,160 4,744,489 4,905,452 5,072,269

1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768 1,730,768
0 0 0 0 0 0 0 0 0 0

5,495,041 5,620,708 5,750,865 5,885,682 6,025,339 6,170,023 6,319,928 6,475,257 6,636,220 6,803,037

197,720 185,908 171,884 155,522 136,688 115,245 91,045 63,936 33,757 339
1,318 1,239 1,146 1,037 911 768 607 426 225 2

1.11 1.11 1.10 1.09 1.08 1.07 1.05 1.04 1.02 1.00
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0

1,318 1,239 1,146 1,037 911 768 607 426 225 2
1.11 1.11 1.10 1.09 1.08 1.07 1.05 1.04 1.02 1.00

N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

2,059,843 2,121,638 2,185,287 2,250,846 2,318,371 2,387,922 2,459,560 2,533,346 2,609,347 2,687,627
61,795 63,649 65,559 67,525 69,551 71,638 73,787 76,000 78,280 80,629

2,121,638 2,185,287 2,250,846 2,318,371 2,387,922 2,459,560 2,533,346 2,609,347 2,687,627 2,768,256

0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0

2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826 2,107,826
63,235 63,235 63,235 63,235 63,235 63,235 63,235 63,235 63,235 63,235

205,392 169,766 140,047 117,340 102,814 97,705 103,317 121,029 152,296 198,652
2,376,452 2,340,827 2,311,108 2,288,401 2,273,875 2,268,765 2,274,378 2,292,090 2,323,356 2,369,713

98,860 92,954 85,942 77,761 68,344 57,623 45,523 31,968 16,878 170
2,277,592 2,247,873 2,225,166 2,210,640 2,205,531 2,211,143 2,228,855 2,260,122 2,306,478 2,369,543



GOLDENROD 
TAB Q 

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION DETERMINING MORTGAGE LOAN FEASIBILITY 
AMERICAN HOUSE VILLAGE AT BLOOMFIELD, MSHDA DEVELOPMENT NO. 3867 

CITY OF PONTIAC, OAKLAND COUNTY 

July 30, 2020 

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 
American House Development LLC (the "Applicant") for a senior housing project to be located in 
the City of Pontiac, Oakland County, Michigan, having an estimated total development cost of 
Thirty-Six Million Five Hundred Eighty-Nine Thousand Two Hundred Twenty-Seven Dollars 
($36,589,227), a total estimated maximum mortgage loan amount of Thirty Million Three Hundred 
Twenty-Six Thousand Five Hundred Twenty-Three Dollars ($30,326,523) and a Mortgage 
Resource Fund loan in the amount of Two Million One Hundred Seven Thousand Eight Hundred 
Twenty-Six Dollars ($2,107,826) (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.
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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 Thirty-Nine Million
One Hundred Seventy-Six Thousand Three Hundred Thirty Dollars
($39,176,330).

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 30, 2020, which conditions 
are hereby incorporated by reference as if fully set forth herein. 



GOLDENROD 
TAB Q 

 

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION AUTHORIZING MORTGAGE LOAN 
AMERICAN HOUSE VILLAGE AT BLOOMFIELD, MSHDA DEVELOPMENT NO. 3867 

CITY OF PONTIAC, OAKLAND COUNTY 

July 30, 2020 

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 American 
House Development LLC (the "Applicant") for a construction and permanent mortgage loan in the 
amount of Thirty Million Three Hundred Twenty-Six Thousand Five Hundred Twenty-Three 
Dollars ($30,326,523), for the construction and permanent financing of a senior housing project 
having an estimated total development cost of Thirty-Six Million Five Hundred Eighty-Nine 
Thousand Two Hundred Twenty-Seven Dollars ($36,589,227), to be known as American House 
Village at Bloomfield, located in the City of Pontiac, Oakland County, Michigan, and to be owned 
by VAB Senior Limited Dividend Housing Association, LLC (the "Mortgagor"); and 

WHEREAS, the Applicant has also requested a Mortgage Reserve Fund loan in the estimated 
amount of Two Million One Hundred Seven Thousand Eight Hundred Twenty-Six Dollars 
($2,107,826) (the "MRF Loan") and a mortgage loan under the HOME Investment Partnerships 
Program using HOME funds in the estimated amount of Two Million Eighty-Three Thousand One 
Hundred Eight-Five Dollars ($2,083,185) (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;
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(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;

(g) 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 Chief Financial Officer, the 
Deputy 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 in an amount not to exceed Thirty Million Three 
Hundred Twenty-Six Thousand Five Hundred Twenty-Three Dollars ($30,326,523), 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 
Thirty-Nine Million One Hundred Seven-Six Thousand Three Hundred Thirty Dollars 
($39,176,330).  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 Two Million One Hundred Seven Thousand Eight Hundred Twenty-Six Dollars 
($2,107,826), and to have a term not to exceed fifty (50) years and to bear interest at a rate of 
three percent (3%) per annum. 
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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 surplus cash, as determined by the Authority, until the earlier of 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 13th year following the date that Mortgage Loan amortization 
commences.  After either condition is met, fifty percent (50%) of surplus cash, AS DETERMINED 
BY THE AUTHORITY, is the proper rate of return.  Following repayment of the MRF and HOME 
loans, the rate of return is all surplus cash, as determined by the Authority. 

8. The Authority hereby waives its Multifamily Direct Lending Parameter, VI
Underwriting Terms, P(4) Development Fee: Additional Considerations, to permit the deferral of 
more than fifty percent (50%) of the total development fee. 

9. THE AUTHORITY HEREBY WAIVES ITS MULTIFAMILY DIRECT LENDING
PARAMETER, VI UNDERWRITING TERMS, Q(1) RATE OF RETURN TO PERMIT THE RATE 
OF RETURN CALCULATION TO BE FIFTY PERCENT OF SURPLUS CASH AS DESCRIBED 
IN PARAGRAPH 7. 

109. 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 30, 
2020, which conditions are hereby incorporated by reference as if fully set forth herein. 



M E M O R A N D U M

TO:  Authority Members 

FROM: Gary Heidel, Acting Executive Director 

DATE: July 30, 2020 

RE: Apple Ridge II, Development No. 2256-2 

RECOMMENDATION: 

I 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 a certain loan parameter regarding funding of the operating 
assurance reserve and replacement reserve, 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.  

PROJECT SUMMARY: 

MSHDA No:  2256-2 
Development Name: Apple Ridge II 
Development Location: City of Kalamazoo, Kalamazoo County 
Sponsor: MHT Housing Inc. 
Mortgagor:      Apple Ridge II/MHT Limited Dividend 

Housing Association, LLC 
Number of Units: 
Occupancy Rate:       

56 affordable family units 
100% 

Total Development Cost: $8,341,009 
TE Bond Construction Loan: None 
TE Bond Permanent Loan: $4,664,684 
MSHDA Gap Funds: $640,821 MRF  
Other Funds: $2,244,117 Low Income Housing Tax 

Credit (“LIHTC”) Equity; $242,641 
Income from Operations; $640,821 
Transferred Reserves; $145,000 



Sponsor Loan; $403,746 Deferred 
Developer Fee 

EXECUTIVE SUMMARY: 

Apple Ridge II is a 56-unit family apartment complex located at 2301 Flower Street in the City of 
Kalamazoo in Kalamazoo County (the “Development”).  The Development was constructed 
between 2003 and 2005 with a placed in-service date of March 28, 2005. The property has 26 
one-story residential buildings and one single store office and community room.  The buildings 
consist of one, two- and three-bedroom units in two and four-plex buildings. 

In January of 2010 MHT Housing Inc., (“MHT”) joined the partnership as a replacement of the 
general partner and to facilitate the transfer, the partnership agreed to pay off the City of 
Kalamazoo outstanding HOME loan.  Although the loan was paid off, the compliance period 
continues until April 22, 2024. 

There is currently a new 40-year payment in lieu of taxes (“PILOT”) for the Development.  Based 
on the length of the PILOT term, the MRF loan will become due at the end of the 40-year PILOT 
term instead of the typical gap funding term of 50 years.  The affordability period for rent and 
income restrictions will remain at 50 years. 

I am recommending Board approval for the following reasons: 

• All units will be refurbished to meet the physical needs of the Development.
• Financing the Development results in an earning asset for the Authority.
• As an existing family development with an excellent occupancy and operational history,

this proposal is low risk to the Authority.

ADVANCING THE AUTHORITY’S MISSION: 

• Providing financing for the preservation of this Development enables improvements to the
property extending its effective use and improving the lives of residents as well as the
broader community.

• A new Rental Assistance Contract for 811 vouchers (“RAC”) contract will be executed to
continue to provide rental support to 7 of the units.

MUNICIPAL SUPPORT: 

• Municipal support is evidenced by a PILOT approval from the City of Kalamazoo.

COMMUNITY IMPACT: 

• The Development’s affordability will be extended for up to 50 years for all units.

RESIDENT IMPACT: 

• No residents will be displaced as a result of this preservation.
• No residents will experience a rent increase that exceeds 5% as a result of this

preservation and a rent subsidy reserve is being established to protect the existing tenants
against an increase in rent for an estimated 3-year period



ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:  

The Development is still under its extended compliance period with tax credits received. 
Therefore, the sponsor will continue with the election made from the previous tax credits received 
with a minimum of 40% of the units at 60% of area median income (“AMI”). The financing 
application indicates the end of the initial compliance period occurred December 31, 2019. 

This Development had a HOME loan that was extinguished but is still under HOME regulatory 
restrictions until April 22, 2024 and therefore cannot receive any additional HOME funds.  

The Sponsor has received an agreement to enter into a rental assistance contract (“ARAC”) from 
the Authority for seven units of the United States Department of Housing and Urban Development 
(“HUD”) assisted 811 Project Rental Assistance (“811PRA”). 

The Development has experienced excellent occupancy and has been underwritten with a 7% 
vacancy loss.  

The City of Kalamazoo has granted a PILOT for 40 years. Therefore, the MRF loan will be due in 
40 years instead of the standard 50 years.  

Flagstar Bank is the syndicator in this deal and will also be providing the construction loan.To 
ensure that the 50% Test is met, the following conditions must be met: (1) the Authority’s feasibility 
(aka inducement) resolution for this project must (a) be issued before the commencement of 
construction and (b) confirm the Authority’s intent for the tax-exempt bond loan is to repay the 
Flagstar Bank construction loan, (2) proceeds from the tax-exempt bonds that fund the permanent 
loan must take out the construction loan before the Development’s placed-in-service and (3) the 
permanent loan must exceed 50% of the total development costs. 

Because this transaction will have a construction loan by a third party, the reserves will be not be 
funded until the end of construction when the Authority’s permanent loan is disbursed. I am 
recommending a waiver of a certain provision of the Authority’s Multifamily Direct Lending 
parameters.  The requested waiver permits the operating assurance reserve and the replacement 
reserve to be funded at 100% construction completion rather than initial closing as provided for in 
section VI.K(1) and (2).  



MORTGAGE LOAN FEASIBILITY/COMMITMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

I 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 a certain loan parameter regarding funding of the operating 
assurance reserve and replacement reserve 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.: 2256-2 
Development Name: Apple Ridge II 
Development Location: City of Kalamazoo, Kalamazoo County 
Sponsor: MHT Housing Inc. 
Mortgagor: Apple Ridge II/MHT Limited Dividend Housing Association, 

LLC 
TE Bond Construction Loan: $0 
TE Bond Permanent Loan: $4,664,684 
MSHDA MRF Loan: $640,821 
Total Development Cost: $8,341,009 
Mortgage Term: 40 years for the tax-exempt bond loan; 40 years for the MRF 

loan 
Interest Rate:  4.25% for the tax-exempt bond loan and 3% simple interest for 

the MRF loan 
Program: Tax-Exempt Bond and Gap Financing Programs 
Number of Units: 56 family units of rehabilitation 
Unit Configuration: 27 buildings with 4 one-bedroom one bath, 26 two-bedroom 

two bath and 26 three-bedroom and two bath townhomes. 
Builder: MHT Construction, LLC 
Syndicator: National Equity Fund (“NEF”) 
Date Application Received: December 15, 2019 
HDO: James E Smith II 

Issuance of the Authority's Mortgage Loan Commitment is subject to fulfillment of all Authority 
processing and review requirements and obtaining all necessary staff approvals as required by the 
Authority's underwriting standards. 
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ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

Apple Ridge II (the “Development”) is still under its extended compliance period with tax credits 
received. Therefore, the sponsor will continue with the election made from the previous tax credits 
received with a minimum of 40% of the units at 60% of area median income (“AMI”). The financing 
application indicates the end of the initial compliance period occurred December 31, 2019. 

This Development had a HOME loan that was extinguished but is still under HOME regulatory 
restrictions until April 22, 2024 and therefore cannot receive any additional HOME funds. 
The Sponsor has received an agreement to enter into a rental assistance contract (“ARAC”) from 
the Authority for seven units of the United States Department of Housing and Urban Development 
(“HUD”) assisted 811 Project Rental Assistance (“811PRA”). 

The Development has experienced excellent occupancy and has been underwritten with a 7% 
vacancy loss. 

The City of Kalamazoo has granted a PILOT for 40 years. Therefore, the MRF loan will be due in 40 
years instead of the standard 50 years. 

Flagstar Bank is the syndicator in this deal and will also be providing the construction loan. To 
ensure that the 50% Test is met, the following conditions must be met: (1) the Authority’s feasibility 
(aka inducement) resolution for this project must (a) be issued before the commencement of 
construction and (b) confirm the Authority’s intent for the tax-exempt bond loan is to repay the 
Flagstar Bank construction loan, (2) proceeds from the tax-exempt bonds that fund the permanent 
loan must take out the construction loan before the Development’s placed-in-service and (3) the 
permanent loan must exceed 50% of the total development costs. 

Because this transaction will have a construction loan by a third party, the reserves will be not be 
funded until the end of construction when the Authority’s permanent loan is disbursed. The 
requested waiver permits the operating assurance reserve and the replacement reserve to be 
funded at 100% construction completion rather than initial closing as provided for in section VI.K(1) 
and (2). 

EXECUTIVE SUMMARY: 

The Development is a 56-unit family apartment complex located at 2301 Flower Street in the City of 
Kalamazoo in Kalamazoo County. The Development was constructed between 2003 and 2005 with 
a placed in-service date of March 28, 2005. The property has 26 one-story residential buildings and 
one single store office and community room. The buildings consist of one, two- and three-bedroom 
units in two and four-plex buildings. 

In January of 2010 MHT Housing Inc., (“MHT”) joined the partnership as a replacement of the 
general partner and to facilitate the transfer, the partnership agreed to pay off the City of Kalamazoo 
outstanding HOME loan. Although the loan was paid off, the compliance period continues until April 
22, 2024. 

There is currently a new 40-year payment in lieu of taxes (“PILOT”) for the Development. Based on 
the length of the PILOT term, the MRF loan will become due at the end of the 40-year PILOT term 
instead of the typical gap funding term of 50 years. The affordability period for rent and income 
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restrictions will remain at 50 years. 

Structure of the Transaction and Funding: 

There are several elements to this transaction that are common to new construction transactions: 

• Flagstar Bank will provide construction financing in the approximate amount of $5,430,000
an interest rate of 4% and with a term of 12 months. The construction loan will be repaid
from equity proceeds received from an investment related to the 4% low income housing tax
credits (“LIHTCs”) and the Authority tax-exempt bond permanent loan. The construction
loan will be in in first position during the 12-month term, subject to partial priority of the
Regulatory Agreement.

• The permanent tax-exempt bond loan is based upon the current 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 1.15 debt service coverage ratio,
an annual interest rate of 4.25%, with a fully amortizing term of 40 years commencing on the
Permanent Financing Date. The Mortgage Loan will be funded at the end of the
construction period on the Permanent Financing Date to take out the construction loan. In
order to disburse the permanent tax-exempt bond loan, the tax-exempt bond loan must be
in first position in conjunction with the construction loan discharge. The Authority’s feasibility
(aka inducement) resolution for this project must (i) be issued before the commencement of
construction and (ii) confirm the Authority’s intent for the tax-exempt bond loan to repay the
Flagstar construction loan. Proceeds from the tax-exempt bonds funding the permanent
loan must be used to take out the construction loan before the project’s placed-in-service
date.

• A subordinate loan using an Authority MRF Loan (the “MRF Loan”) in the amount of
$640,821, will be provided at 3% simple interest with payments initially deferred. The MRF
Loan will be in Second Position. Proceeds of the MRF Loan may be disbursed upon Initial
Closing pursuant to the Authority’s funding schedule and satisfaction of the Initial Closing
conditions set forth in the loan commitment. $100,000 of MRF Loan proceeds will be held in
escrow by the Authority for the purpose of satisfying any final closing audit conditions.

• Equity support comes from an investment related to the 4% LIHTC in the estimate amount
of $2,244,117.

• The Authority is providing 7 units of 811-project-based assistance (“811 PRA”) from the
Authority’s Housing Choice Voucher program. The Housing Assistance Payment (“HAP”)
contract will be for an initial term of 20 years and a 30-year use restriction.

• 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 $242,641.

• The Sponsor has agreed to defer $403,746 of the developer fee to help fill the remaining
funding gap.
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• An amount equal to one month’s gross rent potential will be funded in the Development’s
operating account.

• An OAR 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 operating needs. This reserve will be held by the
Authority.

• 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.

• Replacement Reserve escrow proceeds in the amount identified in the attached proforma
will be transferred from the existing project to the new project to use as a source of funding.

• Tax and 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.

• A rent subsidy reserve will be established to subsidize the rents of all current tenants
affected by rent increases. The rent subsidy reserve is expected to help transition current
tenants whose rents could otherwise increase as part of this transaction. This reserve will
be capitalized at closing and will be held by the Authority. See Special Condition No. 2.

• The Sponsor is providing a loan in the amount of $145,000. See Special Condition No.9.

Scope of Rehabilitation: 

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

• Cement and asphalt repairs
• Exterior lighting
• Kitchen cabinets and countertops
• Kitchen appliances
• Bathroom vanities
• Bathroom surrounds
• Bathroom hardware
• Unit flooring
• Painting units
• Upgrades to the office space
• Roofs
• Siding, facia and soffit
• Furnace and A/C units
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Affordability Requirements: 

The 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 60% of the Multifamily Tax 
Subsidy Project (“MTSP”) area median income (“AMI”). The number of restricted units is controlled 
by the number of eligible households in place at closing, estimated to be 100% of the units. 

Protections for Existing Residents: 

The preservation and renovation of the Development will result in a rent increase for many existing 
tenants. A rent subsidy reserve is being established to protect these tenants against an increase in 
rent for an estimated 3-year period following the date of closing; thereafter, the tenants will be 
responsible for their full rent payment. See Special Condition No. 3. 

Site Selection: 

The site has been vetted by Authority Staff and the Authority’s Manager of the Office of Market 
Research has indicated that the site meets the Authority’s current site selection criteria. 

Market Evaluation: 

The Development is currently leased up and has had no recent occupancy issues. The unit mix, as 
well as the amenities package and rent levels, have been reviewed and approved by the Manager 
of the Office of Market Research, Rental Development Division. 

Valuation of the Property: 

An appraisal dated November 14, 2019 estimates the value at $2,330,000. 

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 (iii) such other date as 
may be specified herein, the new Mortgagor, 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; (ii) 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 $2,244,117). 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 has been
repaid. Thereafter, Limited Dividend Payments may increase 1% per annum until a cap of
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25% per annum is reached. 

2. Income Limits:

The income limitations for 56 units of this proposal are as follows:

a. 7 units (1 one-bedroom units, 3 two-bedroom units and 3 three-bedroom units) must
be occupied or available for occupancy by households whose incomes do not
exceed the income limits in 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.

b. 56 units (4 one-bedroom units, 26 two-bedroom units and 26 three- bedroom units)
must be available for occupancy by households whose incomes do not exceed 60%
MTSP income limits, adjusted for family size, 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 (iii) so long as any Authority loan
remains outstanding.

c. 7 units have been designated as Low-HOME units by the City of Detroit. For the
remainder of the Period of Affordability required under the HOME program, these
units must be available for occupancy by households whose incomes do not exceed
the HOME Very Low Income Limit (50% of AMI), published annually by HUD,
adjusted for family size. 7 units will continue to receive Authority HAP assistance
and occupancy of those units will be restricted to households whose incomes do not
exceed the income limits established by the HAP Contract. The Authority is not
responsible for the HOME compliance monitoring or oversight of the occupancy or
the regulations applicable to these HOME units.

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 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. 

3. Limitations on Rental Rates:

The Total Housing Expense (contract rent plus tenant-paid utilities) for fifty-six (56) units is
subject to the following limitations:

a. So long as the HAP Contract remains in effect, the Mortgagor agrees to establish
and maintain rents for all HAP-assisted units (1 one-bedroom unit, 3 two-bedroom
units and 3 three-bedroom 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.

b. The Total Housing Expense for all 56 units (4 one-bedroom units, and 26 two- 
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bedroom and 26 three-bedroom units), may not exceed one-twelfth (1/12th) 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. 

The rents to be paid for the units assisted with the HAP Contract may not exceed the rent 
limits established and published annually by HUD for the 811 Program. The Authority is not 
responsible for the compliance monitoring or oversight of the HOME rents charged for or the 
regulations applicable to these units. To the extent, however, that 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. 

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 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. 

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. 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 utility allowances must be approved annually. Increases in
rents relating to 811PRA-assisted units must also be requested to the assigned PBV
Specialist per guidance outlined on the Authority/PBV website.

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
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.
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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. 

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 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 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

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 
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 federal affordability and compliance 
requirements. 

6. Operating Assurance Reserve:

Upon Construction Completion, the Mortgagor shall fund an operating assurance reserve
("OAR") in the amount equal to 4 months’ of estimated Development operating expenses
(estimated to be $180,476). 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 OAR, 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.

7. Replacement Reserve:
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Upon Construction Completion, the Mortgagor must establish a replacement reserve fund 
(“Replacement Reserve”) with an initial deposit in an amount of $700 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 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 determined necessary by the Authority. 

8. One Month’s Gross Rent Potential:

At Initial Closing, the Mortgagor shall deposit an amount equal to one month’s gross rent
potential ($47,895) into the Development’s operating account.

9. Authority Subordinate Loan(s):

At Initial Closing, the Mortgagor must enter into agreements relating to the MRF Loan. The
MRF Loan will be secured by a subordinate mortgage and will bear simple interest at 3%
with a 40-year term. No payments on the MRF Loan will be required until the earlier of
either (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 13th 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 either (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 13th year
following the date that Mortgage Loan amortization commences, repayment of the MRF
Loan will be made from fifty percent (50%) of any surplus cash available for distribution.
Such payments shall be applied first to accrued interest, then to current interest and
principal and shall continue until the sale of the Development or refinancing of the Mortgage
Loan, at which time the MRF Loan shall be due in full.

10. 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 submit AIA Document
A305 as required by the Authority’s Chief Architect.

11. Owner/Architect 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
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Legal Affairs. 

12. Trade Payment Breakdown:

Prior to Mortgage Loan Commitment, the general contractor must submit a signed Trade
Payment Breakdown acceptable to the Authority’s Design and Construction Manager.

13. 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 Environmental
Review Officer.

At Initial Closing, the Mortgagor 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.

14. 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).

15. Title Insurance Commitment and Survey:

Prior to Mortgage Loan Commitment, the Mortgagor must provide an updated title insurance
commitment, including zoning, pending disbursement, 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 insurance acceptable to the
Authority’s Director of Legal Affairs.

Additionally, prior to Mortgage Loan Commitment, the Mortgagor must provide a surveyor’s
certificate of facts together with an ALTA survey certified to the 2016 minimum standards
that 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.

16. Organizational Documents/Equity Pay-In Schedule:

Prior to Mortgage Loan Commitment, the Mortgagor must submit a substantially final form
syndication partnership 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 partnership agreement must
become effective and the initial installment of equity must be paid in an amount approved by
the Director of Development.

17. Designation of Authority Funds:
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The Authority reserves the express right, in its sole discretion, to substitute alternate 
subordinate funding sources. 

 
18. Management & Marketing: 

 

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. Management Agreement 
b. Marketing/Construction Transition Plan 
c. Tenant selection criteria 

 
19. Guaranties: 

 

At Initial Closing, the Sponsor, General Partner, and any entity receiving a developer fee in 
connection with the Development must deliver certain guaranties. The required guaranties 
include a guaranty 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. 

 
20. Financial Statements: 

 

Prior to Mortgage Loan Commitment, 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. 

 
21. 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. 

 
22. 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. 
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. 

 
23. ARAC Contract: 
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Prior to Initial Closing, the Authority and the Mortgagor must enter into an Agreement to 
enter into a Rental Assistance Contract (“ARAC”). The ARAC must be acceptable to the 
Authority’s Director of Development. Once construction is complete, and the Authority and 
Owner’s final completion signoffs have been accepted, and the units pass HUD’s Housing 
Quality Standards inspection, a Rental Assistance Contract (“RAC”) will be prepared and 
executed. 

24. HUD Subsidy Layering Review:
Prior to Initial Closing, 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.

25. Application 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 Director
of Development.

26. 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. 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.
This documentation must be found acceptable by the Authority’s Director of Development.

Special Conditions: 

1. Legal Requirements:

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

• The title commitment must be updated to reflect acceptable Authority language.
• Rectify recording issues, encroachment of fence and sidewalk.
• The organizational documents must be updated to include acceptable Authority

requirements.
• Equity documents must be updated and reviewed.
• Owner Architect agreement must be submitted for review and found acceptable.
• 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.

• 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.
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2. Rent Subsidy Reserve:

At Initial Closing, the Mortgagor must establish a Rent Subsidy Reserve with a one-time
deposit in the amount of $367,440 (“Rent Subsidy Reserve”). The Rent Subsidy Reserve
shall be held and controlled by the Authority and will be invested and reinvested by the
Authority’s Office of Finance. Interest earned on the Rent Subsidy Reserve, if any, shall
become part of the Rent Subsidy Reserve and shall be treated and distributed in the same
way. The Rent Subsidy Reserve will be held for a minimum of 3 years following the
Mortgage Cut-Off Date. This subsidy will be available only for the purpose of providing
rental subsidies to existing tenants, who, at the time of the Initial Closing, are residing in unit
restricted to less than 60% area median income, so long as they continue to occupy the
Development and will no longer be payable once the tenant's tenancy at the Development is
terminated or their income increases to the point where they are no longer eligible for the
rent subsidy. The Rent Subsidy Reserve will be used to pay the difference between (1) the
rent level established for a unit at 60% area medium income, and (2) an existing tenant’s
current rent as increased at a rate of no more than 5% annually and approved by the
Authority. Future tenants will not be eligible to receive this subsidy. The Mortgagor may
draw funds out of the Rent Subsidy Reserve on a quarterly basis. All draws must include
data specifying the units receiving subsidy payments, as well as the tenant name, move-in
date, and subsidy amount being drawn. All draws from the Rent Subsidy Reserve must be
approved by the Director of Asset Management. The Mortgagor must further provide notice
to tenants in units assisted by the Rent Subsidy Reserve, describing rental increases and
the extent to which funds in the Rent Subsidy Reserve will be available to mitigate such
increases.

Following the expiration of the third full year of operation after the Mortgage Cut-Off Date,
the Mortgagor may request a release of all or a portion of the funds on deposit in the Rent
Subsidy Reserve. The Director of Asset Management or an Authorized Officer of the
Authority may approve such a release based on a review of Development operations and a
determination that such funds are no longer needed to fund rent subsidies for existing
tenants as described above. Any monies released may, in the Authority’s discretion, be
applied to fund any other escrows or against current obligations that the Mortgagor owes the
Authority. The balance of any monies released will be deposited into the Development’s
ORC Account.

If the subsidy reserve has been depleted and tenants are still residing in the apartment
community, the sponsor must continue the residency of the tenant(s) at the AMI level in
which the tenant had qualified for at move-in or the tenant’s current AMI level, whichever is
greater.

3. Construction Loan, Regulatory Agreement Priority and Inter-Creditor Agreement:

Prior to Mortgage Loan Commitment, the Mortgagor must submit a loan commitment from
Flagstar Bank and substantially final documents evidencing the construction loan, including
an inter-creditor agreement and a funding schedule acceptable to the Authority’s Director of
Legal Affairs and Director of Development. The inter-creditor agreement will identify the
construction loan in first priority position; however, the agreement must state that the
construction loan and other security interests are subordinate to the rental and occupancy
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restrictions in the regulatory agreement. 

At or prior to Initial Closing, the final, executed construction loan documents must become 
effective and initial funding of the construction loan must be made in an amount approved 
by the Director of Development. 

The Inter-Creditor Agreement must confirm that construction did not commence prior to the 
Authority’s approval of the feasibility resolution for the project. 

4. Permanent Tax-Exempt Bond Loan:

At Initial Closing, the Authority loan documents, including the tax-exempt bond loan
mortgage, and the regulatory agreement, will be in substantially final form. As described
above, the tax-exempt bond loan will not be disbursed upon until the construction loan is
paid off and all security agreements relating thereto (including the construction loan
mortgage) are released, at which time the tax exempt bond loan mortgage will be the first
priority lien on the Development. The Mortgagor is required to provide any documentation
as required by the Director of Legal Affairs to confirm that the construction financing has met
tax-exempt bond requirements.

5. Audit Escrow:

At the Initial Closing, $100,000 of the MRF loan proceeds will be placed in an Authority-held
escrow to resolve any audit exceptions. Upon completion of the audit, any items identified
will be reimbursed by the escrowed funds. If there are additional funds remaining in the
escrow after reimbursement of all audit exceptions, the funds will be returned to the
Mortgagor. If the funds in the escrow are insufficient to satisfy the audit exceptions, the
escrowed funds will be applied in full and the Mortgagor shall be responsible for any
additional reimbursements as required.

6. Tax-Exempt Bonds Proceeds and Placed in Service Date:

Proceeds from the tax-exempt bonds that will fund the permanent mortgage loan shall be
used to take out the construction loan prior to project’s “placed in service” date.

7. Construction Oversight Agreement:

At Initial Closing, the Mortgagor and Contractor must enter into a Construction Oversight
Agreement with the Authority. The terms and conditions must be acceptable to the Director
of Legal Affairs.

8. Flagstar Certificate of Deposit Agreement

At or prior to initial closing, Flagstar Bank or an acceptable affiliate must enter into an
agreement to allow the Authority to purchase a certificate of deposit. The terms and
conditions of the agreement and certificate of deposit must be acceptable to the Chief
Financial Officer and the Director of Legal Affairs.
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9. Sponsor Loan:

Prior to Mortgage Loan Commitment, the Mortgagor must submit substantially final
documents evidencing the Sponsor loan acceptable to the Authority’s Director of Legal
Affairs and Director of Development. The Sponsor loan must:

a) not be secured by a lien on the Development or any of the Development’s
property, funds or assets of any kind;

b) be payable solely from approved Limited Dividend payments, and not from other
development funds;

c) be expressly subordinate to all Authority mortgage loans; and
d) have a loan term exceeding the term of all Authority mortgage loans.

At or prior to Initial Closing, the final, executed Sponsor loan documents must become 
effective and initial funding of the loan must be made in an amount approved by the Director 
of Development. 

DEVELOPMENT TEAM AND SITE INFORMATION 

I. MORTGAGOR: Apple Ridge II/MHT Limited Dividend Housing Association, LLC 

II. GUARANTOR(S): MHT Housing Inc.

A. Guarantor:

Name: MHT Housing, Inc. 
Address: 32600 Telegraph Road 

Bingham Farms, MI 48025 

III. DEVELOPMENT TEAM ANALYSIS:

A. Sponsor: MHT Housing, Inc.

Name: T. Van Fox
Address: 32600 Telegraph Road

Bingham Farms, MI 48025

Individuals Assigned: T. Van Fox
Telephone: 248-833-0550
Fax: 248-833-0551
E-mail: vanfox@mhthousing.net

1. Experience: The Sponsor has experience working on Authority-financed
developments.

2. Interest in the Mortgagor and Members: Apple Ridge II/MHT Housing will
be the GP and will own .01% and NEF as the Investor LP entity will own
99.99%.

mailto:vanfox@mhthousing.net
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B. Architect:

Name: Kem-Tec A group of Companies 
Address: 22556 GratiotAve 

Eastpointe, MI 48021 

Individual Assigned: Jeffrey Graham 
Telephone: 586-772-2222
Fax: 586-772-4048
E-Mail: jgraham@kemtec-survey.com

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

2. Architect's License: License number 1301035132, exp. 10/31/2020

C. Attorney:

Name: Wenzloff & Fireman P.C. 
Address: 903 N. Jackson Street 

Bay City, MI 48708 

Individual Assigned: Paul Wenzloff 
Telephone: 989-893-9511
Fax: 989-893-6988
E-Mail: wenzloffbankruptcy@sbcglobal.net

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

D. Builder:
Name: MHT Construction, LLC 
Address: 32600 Telegraph Rd 

Bingham Farms, MI 48025 

Individual Assigned: Brian Gallaher 
Telephone: 248-833-0550
Fax: 248-833-0551
E-mail: briangallaher@mhthousing.net

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

2. State Licensing Board Registration: License number 2102217229, with
an expiration date of 5/31/2020 

E. Management and Marketing Agent:

Name: MHT Management Company 

mailto:jgraham@kemtec-survey.com
mailto:wenzloffbankruptcy@sbcglobal.net
mailto:briangallaher@mhthousing.net
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Address: 32600 Telegraph Rd, Suite 102 
Bingham Farms, MI 48025 

Individual Assigned: Gary Offenbacher 
Telephone: 248-833-0550
Fax: 248-833-0551
E-mail: goffenbacher@continentalmgt.com

1. Experience: This firm has significant experience managing Authority- 
financed developments.

F. Development Team Recommendation: This team has the experience needed
to successful complete and close this proposed transaction.

IV. SITE DATA:

A. Land Control/Purchase Price:
The agreement is dated November 5, 2019 for a purchase price of $2,330,000.

B. Site Location:
2231 Flower street Kalamazoo, Kalamazoo County

C. Size of Site:
5.9 acres

D. Density:
Appropriate for the site

E. Physical Description:

1. Present Use: Apartment community

2. Existing Structures: Twenty-seven single story buildings

3. Relocation Requirements: No permanent relocation is planned.

F. Zoning:
CCBD, (Commercial Central Business District)

G. Contiguous Land Use:

1. North: Residential 

2. South: Residential 

3. East: United States Postal Service 

4. West: Residential 

H. Tax Information:

mailto:goffenbacher@continentalmgt.com
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The development has a new 40-year PILOT. 

I. Utilities:
Consumers Energy supply both electric and gas services.
The local municipality supplies water and sewer services.

J. Community Facilities:

1. Shopping:
Various retail opportunities within walking distances

2. Recreation:
Several Parks within one mile of the development.

3. Public Transportation:
The city of Kalamazoo has public transportation that services this site.

4. Road Systems
Easy access to mayor thoroughfares.

5. Medical Services and other Nearby Amenities:
Several heath centers/businesses and one hospital less than three miles
from the site.

6. Description of Surrounding Neighborhood:
Modest single-family homes in good condition

7. Local Community Expenditures Apparent:
The surrounding area in good condition with various capital expenditures
around the immediate area.

8. Indication of Local Support:
The property has received a new 40-year PILOT from the city of Kalamazoo.

V. ENVIRONMENTAL FACTORS:

A Phase I Environmental Site Assessment was submitted to the Authority (see Standard
Condition No. 13).

VI. 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 Authority’s Chief
Architect.
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VII. 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, rental structure, and unit amenities.

VIII. EQUAL OPPORTUNITY AND FAIR HOUSING:

The contractor's Equal Employment Opportunity Plan is currently being reviewed and must
be approved by the Authority’s Design and Construction Manager prior to initial closing.
The management and marketing agent's Affirmative Fair Housing Marketing Plan has been
approved.

IX. MANAGEMENT AND MARKETING:

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

X. 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.

XI. DEVELOPMENT SCHEDULING:

A. Mortgage Loan Commitment: July 2020 
B. Initial Closing and Disbursement: September 2020 
C. Construction Completion: September 2021 
D. Cut-Off Date: September 2021 

XII. ATTACHMENTS:

A. Development Proforma
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Acting Director of Development 
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Historic? 

Eligible Basis for LIHTC/TCAP 
Acquisition 2,216,500 
Construction 6,477,599 

Premium/(Deficit) vs Existing Debt 

Value As of: 11/14/2019  

Development Apple Ridge II 
Financing Tax Exempt 

MSHDA No. 2256-2 
Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

TOTAL DEVELOPMENT COSTS Per Unit Total 

 Included in 
Tax Credit 

Basis 

 Included in 
Historic TC  

Basis Per Unit Total 

 Included in 
Tax Credit 

Basis 

 Included in 
Historic TC 

Basis 
OAR Funded 

Acquisition Project Reserves Yr 1 4 Month OAR 
Land 4,107 
Existing Buildings 37,500 
 Other: 0 

Subtotal 41,607 
Construction/Rehabilitation 

Off Site Improvements 0 

2,330,000 

0% 0 0 
 100%    2,100,000 0  

0% 0 0 

 100% 0 0 

Operating Assurance Reserve 4.0 months 
Replacement Reserve 
Operating Deficit Reserve 
Rent Subsidy Reserve 
Syndicator Held Reserve 
Rent Lag Escrow 

Funded in Cas 
Required 
Not Required 

3,223 180,476 
700 39,200 

0 0 
6,561 367,440 

0 0 
0 0 

On-site Improvements 2,945 
Landscaping and Irrigation 0 
Structures 44,451 
Community Building and/or Maintenance Facility 0 
Construction not in Tax Credit basis (i.e.Carports and Commercial Space) 0 

 100%    164,929 
 100% 0 
 100%    2,489,270 
 100% 0 

0% 0 

0 
0 

2,489,270 
0 
0 

Tax and Insurance Escrows 40,828 729 40,828 
Other:  Additional OAR required by NEF 399 22,327 
Other: 0 

Subtotal 11,612 650,271 
Miscellaneous 

General Requirements % of Contract 6.00% 
Builder Overhead % of Contract 2.00% 
Builder Profit % of Contract 6.00% 
Permits, Bond Premium, Tap Fees, Cost Cert. 

2,844 
1,005 
3,075 
1,588 

 100%    159,252 159,252 
 100% 56,269 56,269 
 100%    172,183 172,183 
 100% 88,943 88,943 

uired 855 
0 

893 
0 

0% 0 0 
0% 0 0 

 100% 50,000 50,000 
 100% 0 0 

 Other: 0 
Subtotal 55,908 3,130,846 

 100% 0 0 Subtotal 1,748 97,895 

15% of acquisition and $15,000/unit test: met Total Acquisition Costs 41,607 2,330,000 
Professional Fees Total Construction Hard Costs 55,908 3,130,846 

Design Architect Fees 126 
Supervisory Architect Fees 504 
Engineering/Survey 223 
Legal Fees 1,339 

Subtotal 2,193 122,800 

 100% 7,060 7,060 Total Non-Construction ("Soft") Costs 35,474 1,986,571 
 100% 28,240 28,240 
 100% 12,500 12,500 Developer Overhead and Fee 
 100% 75,000 75,000  100%    893,592 893,592 

Interim Construction Costs 
Property & Causality Insurance 284 15,904    100% 15,904 15,904 

LIHTC 
Basis 

Historic 
Basis 

221(d)(3) 
Limit 

Aggregate 
Basis 

Construction Loan Interest 
Title Work 
Construction Taxes 
 Other: Construction Origination Fee of 1% 

Subtotal 

3,594 201,250    100%    201,250 201,250 Total Development Cost 148,947 8,341,009 
446 25,000    100% 25,000 0  
455 25,487    100% 25,487 25,487 TOTAL DEVELOPMENT SOURCES % of TDC 
970 54,300    100% 54,300 54,300 MSHDA Permanent Mortgage 55.92% 83,298 4,664,684 

5,749 321,941 Conventional/Other Mortgage 0.00% 0 0 

7,199,268    4,859,339 

Gap to 
Hard Debt 

Home 
Subsidy 

7,429,268 
 

HOME Unit 
Permanent Financing Equity Contribution from Tax Credit Syndication 26.90% 40,074 2,244,117  # of Units Ratio Limit Mix 

Loan Commitment Fee to MSHDA 2%  
 Other: 

Subtotal 1,895 106,110 
Other Costs (In Basis) 

Application Fee 36 
Market Study 116 
Environmental Studies 2,679 
Cost Certification 143 
Equipment and Furnishings 893 
Temporary Tenant Relocation 893 
Construction Contingency 5,332 
Appraisal and C.N.A. 268 
 Other: 0 

Subtotal 10,359 580,089 

 100% 2,000 2,000 
 100% 6,500 6,500 
 100%    150,000 150,000 
 100% 8,000 8,000 
 100% 50,000 0  
 100% 50,000 50,000 
 100%    298,589 298,589 
 100% 15,000 15,000 
 100% 0 0 

MSHDA NSP Funds 0.00% 0 
MSHDA HOME or Housing Trust Funds 0.00% 0 
Mortgage Resource Funds 7.68% 11,443 
Other MSHDA: 0.00% 0 
Local HOME 0.00% 0 
Income from Operations 2.91% 4,333 
Other Equity 0.00% 0 
Transferred Reserves: 0.00% 0 
Other: Sponsor Loan 1.74% 2,589 
Other: 0.00% 0 
Deferred Developer Fee 4.84% 7,210 
Total Permanent Sources 

242,641 

8,341,009 

0.00 13.74% 0 0 One Bedroom, 1 Bath, 708 Sq Ft C 
0.00 0 Two Bedroom, 2 Bath, 900 Sq Ft C 

0 Three Bedroom, 2 Bath, 1008 Sq F 

Deferred 
   Dev Fee  
45.18% 

Other Costs (NOT In Basis) 
Start-up and Organization 0 0 
Tax Credit Fees (based on 2017 QAP) 18,567   Within Range 328 18,365 
Compliance Monitoring Fee (based on 2017 QAP) 475 26,600 
Marketing Expense 134 7,500 
Syndication Legal Fees 982 55,000 
Rent Up Allowance months 0 0 
 Other: 0 

Subtotal 1,919 107,465 

Construction Loan Term 

Construction Contract 
Holding Period (50% Test) 
Construction Loan Period 

 

Override 

 
 
 
 
 
 
 

Months 
12 

12 

 

 
 

Value of LIHTC/TCAP 
Acquisition 68,268 
Construction 199,510 
Total Yr Credit 267,778 
Equity Price $0.8500 
Equity Effective Price $0.8381 

130% Equity Contribution 2,275,887 
No 

Initial Owner's Equity Calculation 
Equity Contribution from Tax Credit Syndication 2,244,117 
Brownfield Equity 
Historic Tax Credit Equity 
General Partner Capital Contributions 
Other Equity Sources 

New Owner's Equity 2,244,117 
Within Range 

1,045,475 
744,572 
995,495 

1,314,565 

As of May 1, 2020 
1st Mortgage Balance 
Special LP 
MHT note 
Invester LP and opportunity builders 

230,000 
2,100,000 

0 
2,330,000 

Summary of Acquisition Price 
Attributed to Land 
Attributed to Existing Structures 
Other: 
Fixed Price to Seller 

0 
0 

0 
0 

0% 
0% 

0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0 180,476 
0 
0 
0 
0 
0 
0 
0 
0 

180,476 

 Deposit to Development Operating Account (1MGRP) Re
Other (Not in Basis): 
Other (In Basis): Third Party Construction Due Dillegence 
Other (In Basis): 

201,250 Override 

1,895 
0 

106,110 

0 
145,000 

403,746 

0 
0 
0 

Current Owner's Reserves: 
Reserves Transferred in to Project 
Tax/Ins Escrows transferred to project 

Existing Reserve Analysis 
DCE Interest: 
Insurance: 
Taxes: 
Rep. Reserve: 
ORC: 
DCE Principal: 
Other: 

0 
Balanced Sources Equal Uses? 

Surplus/(Gap) 

Instructions 

2,244,117 
Override 

Non-elevator 
12,392,679 

(1,770,107)

Override 

2,000 
6,500 

150,000 
8,000 

50,000 
50,000 

298,589 
15,000 

7,060 
28,240 
12,500 
75,000 

47,895 
0 

50,000 
0 

164,929 

2,489,270 

159,252 
56,269 

172,183 
88,943 

230,000 
2,100,000 

2,330,000 
0 

2,330,000 
0 

Appraised Value 
"Encumbered As-Is" value as determined by appraisal: 
Plus 5% of Appraised Value: 
LESS Fixed Price to the Seller: 
Surplus/(Gap) 

640,821 

Out of Range 
Within Range 
Within Range 

%
 in

 B
as

is
 

%
 in

 B
as

is
 

Maximum 893,592 15,957 893,592 
7.5% 
15% 

of Acquisition/Project Reserves 
of All Other Development Costs 

Override 5% Attribution Test 
met 

3rd Party Construction Loan 65.10% 96,964 5,430,000 
Construction Loan Rate 4.000%  
Repaid from equity prior to final closing 765,316 

 



Apple Ridge II 
Tax Exempt 
2056-2 

Development 
Financing 

MSHDA No. Mortgage Assumptions: 

Total Expenses 51.69% 5,334 298,703 

Base Net Operating Income 
Part A Mortgage Payment 42.01% 

4,985 
4,334 

279,133 
242,724 

Override 

Part A Mortgage 
Non MSHDA Financing Mortgage Payment 

83,298 
0 

4,664,684 

Non MSHDA Financing Type: 0 
Base Project Cash Flow (excludes ODR) 6.30% 650 36,409 

Initial 
Inflation 
Factor 

Future 
Beginning Inflation 

in Year Factor 

1.0% 6 2.0% 
1.0% 6 2.0% 

Future Vacancy 
6 8.0% 

3.0% 
3.0% 
3.0% 
4.0% 
5.0% 
3.0% 
5.0% 

1
1
6 
6 
6 
1 
1 

3.0% 
3.0% 
3.0% 
3.0% 
5.0% 
3.0% 
5.0% 

3.0% 
3.0% 
3.0% 
3.0% 

1
1
1 
1 

3.0% 
3.0% 
3.0% 
3.0% 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

Debt Coverage Ratio 
Mortgage Interest Rate 
Pay Rate 
Mortgage Term 
Income from Operations 

1.15 
4.250% 
4.250% 

40 
Yes 

 
 
 
years 

Total Development Income Potential Per Unit Total 

Annual Rental Income 10,263 574,740 
Annual Non-Rental Income 55 3,096 
Total Project Revenue 10,319 577,836 

Total Development Expenses 

Vacancy Loss 7.00% of annual rent potential 718 40,232 
Management Fee 534 per unit per year 534 29,904 
Administration 1,223 68,500 
Project-paid Fuel 36 2,010 
Common Electricity 77 4,330 
Water and Sewer 329 18,420 
Operating and Maintenance 1,377 77,090 
Real Estate Taxes 0  
Payment in Lieu of Taxes (PILOT) 5.00%  Applied to:  All Units 455 25,487 
Insurance 284 15,930 
Replacement Reserve 300 per unit per year 300 16,800 
Other: 0 
Other: 0  

% of 
Revenue 

Instructions 



Annual Non-Rental Income 
Misc. and Interest 
Laundry 2,400 
Carports 
Other: Misc. and Pet Fees 696 
Other: 

 

Total Income Annual Monthly 
Rental Income 574,740 47,895 
Non-Rental Income 3,096 258 
Total Project Revenue 577,836 48,153 

Rental Income 

Unit No. of Units Unit Type Bedrooms Baths Net Sq. Ft. 
Contract 

Rent Utilities 

Total 
Housing 
Expense 

 

Gross Rent 

Current 
Section 8 

Contract Rent 
% of Gross 

Rent 
% of Total 

Units 
Gross 

Square Feet 

% of Total 
Square 

Feet 

TC Units 
Square 

Feet Unit Type 

Max Allowed 
Housing 
Expense 

50% Area Median Income Units 
Family Occupancy 

A 1 Cottage 1 1.0 708 565 79 644 6,780 1.2% 1.8% 708 1.4% 708 High HOME 644 
B 1 Cottage 2 2.0 900 697 98 795 8,364 1.5% 1.8% 900 1.7% 900 High HOME 795 
C 1 Cottage 3 2.0 1,008 844 117 961 10,128 1.8% 1.8% 1,008 1.9% 1,008 High HOME 1,027 

25,272 0 4.4% 5.4% 2,616 5.0% 2,616 

50% Area Median Income Units 
Family Occupancy 

A Cottage 1 1.0 708 79 0 0 0 0.0% 0.0% 0 0.0% 0 N/A 
B 2 Cottage 2 2.0 900 697 98 795 16,728 0 2.9% 3.6% 1,800 3.4% 1,800 Low HOME 795 
C 2 Cottage 3 2.0 1,008 844 117 961 20,256 0 3.5% 3.6% 2,016 3.8% 2,016 Low HOME 961 

36,984 0 6.4% 7.1% 3,816 7.3% 3,816 
60% Area Median Income Units 

Family Occupancy 
A 3 Cottage 1 1.0 708 750 79 829 27,000 0 4.7% 5.4% 2,124 4.1% 2,124 888 
B 23 Cottage 2 2.0 900 824 98 922 227,424 0 39.6% 41.1% 20,700 39.5% 20,700 1,066 
C 23 Cottage 3 2.0 1,008 935 117 1,052 258,060 0 44.9% 41.1% 23,184 44.2% 23,184 1,233 

Mgrs 0 0 0.0% 0.0% 0 0.0% 0 
52,440 52,440 

Total Tenant Units 56 Gross Rent Potential 574,740 HOME Units SF/Total Units SF 12.3% Within Range 
Manager Units 0 
Income Average 58.75% Average Monthly Rent 855 # HOME Units/# Total Units 12.5% Within Range 
Set Aside 100.00% Gross Square Footage 52,440 

Utility Allowances 
 Owner-Paid 

3,096 

Income Limits for  Kalamazoo County (Effective April 1,2020) 
1 Person 2 Person 3 Person 4 Person 5 Person 6 Person 

30% of area median 16,590 18,960 21,330 23,700 25,620 27,510 
40% of area median 22,120 25,280 28,440 31,600 34,160 36,680 
50% of area median 27,650 31,600 35,550 39,500 42,700 45,850 
60% of area median 33,180 37,920 42,660 47,400 51,240 55,020 

Instructions 

Development Apple Ridge II 
Financing Tax Exempt 

MSHDA No. 2056-2 
Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

A 
B 
C 
D 
E 
F 
G
H 

Electricity A/C 
Water/  

Gas Sewer Other Total Overide 
41 38 79 
54 44 98 
67 50 117 

0
0
0
0
0



Cash Flow Projections Development Apple Ridge II 

3% 
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Financing Tax Exempt 
MSHDA No. 2056-2 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

iti
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F 1 2 3 4 5 6 7 8 9 10 

Income 
Annual Rental Income 1.0% 6 2.0% 574,740 580,487 586,292 592,155 598,077 610,038 622,239 634,684 647,378 660,325 
Annual Non-Rental Income 1.0% 6 2.0% 3,096 3,127 3,158 3,190 3,222 3,286 3,352 3,419 3,487 3,557 

Total Project Revenue  577,836 583,614 589,451 595,345 601,298 613,324 625,591 638,103 650,865 663,882 

Expenses 
Vacancy Loss 7.0% 6 8.0% 40,232 40,634 41,040 41,451 41,865 48,803 49,779 50,775 51,790 52,826 
Management Fee 3.0% 1 3.0% 29,904 30,801 31,725 32,677 33,657 34,667 35,707 36,778 37,881 39,018 
Administration 3.0% 1 3.0% 68,500 70,555 72,672 74,852 77,097 79,410 81,793 84,246 86,774 89,377 
Project-paid Fuel 3.0% 6 3.0% 2,010 2,070 2,132 2,196 2,262 2,330 2,400 2,472 2,546 2,623 
Common Electricity 4.0% 6 3.0% 4,330 4,503 4,683 4,871 5,065 5,217 5,374 5,535 5,701 5,872 
Water and Sewer 5.0% 6 5.0% 18,420 19,341 20,308 21,323 22,390 23,509 24,685 25,919 27,215 28,575 
Operating and Maintenance 3.0% 1 3.0% 77,090 79,403 81,785 84,238 86,765 89,368 92,049 94,811 97,655 100,585 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT) 25,487 25,697 25,906 26,116 26,325 26,509 27,000 27,499 28,006 28,521 
Insurance 3.0% 1 3.0% 15,930 16,408 16,900 17,407 17,929 18,467 19,021 19,592 20,180 20,785 
Replacement Reserve 3.0% 1 3.0% 16,800 17,304 17,823 18,358 18,909 19,476 20,060 20,662 21,282 21,920 
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 0

Subtotal: Operating Expenses 
Debt Service 
Debt Service Part A 

298,703 306,716 314,975 323,489 332,265 347,757 357,868 368,289 379,031 390,103 

242,724 242,724 242,724 242,724 242,724 242,724 242,724 242,724 242,724 242,724 
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0 0 0 

Total Expenses 541,427 549,440 557,700 566,213 574,990 590,482 600,592 611,013 621,755 632,827 

Cash Flow/(Deficit) 36,409 34,174 31,751 29,132 26,309 22,843 24,999 27,089 29,110 31,055 
Cash Flow Per Unit 650 610 567 520 470 408 446 484 520 555 
Debt Coverage Ratio on Part A Loan 1.15 1.14 1.13 1.12 1.11 1.09 1.10 1.11 1.12 1.13 
Debt Coverage Ratio on Conventional/Other Financing N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Interest Rate on Reserves Average Cash Flow as % of Net Income 

Operating Deficit Reserve (ODR) Analaysis 

Initial Balance 

 
Initial Deposit 

0 0 0 0 0 0 0 0 0 0 0 
Total Annual Draw to achieve 1.0 DCR Add to OAR 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 650 610 567 520 470 408 446 484 520 555 
Maintained Debt Coverage Ratio on Part A Loan 1.15 1.14 1.13 1.12 1.11 1.09 1.10 1.11 1.12 1.13 
Maintained Debt Coverage Ratio on Conventional/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 0 

Operating Assurance Reserve Analysis 180,476 
Required in Year:     1  Initital Deposit 

Initial Balance 180,476 180,476 185,890 191,467 197,211 203,127 209,221 215,498 221,962 228,621 235,480 
Interest Income 5,414 5,577 5,744 5,916 6,094 6,277 6,465 6,659 6,859 7,064 
Ending Balance 185,890 191,467 197,211 203,127 209,221 215,498 221,962 228,621 235,480 242,544 

Deferred Developer Fee Analysis 
Initial Balance 403,746 367,337 333,163 301,413 272,281 245,972 223,129 198,130 171,041 141,931 
Dev Fee Paid 36,409 34,174 31,751 29,132 26,309 22,843 24,999 27,089 29,110 31,055 
Ending Balance Repaid in y 0 367,337 333,163 301,413 272,281 245,972 223,129 198,130 171,041 141,931 110,876 

Mortgage Resource Fund Loan 

Current Yr Int 19,225 19,225 19,225 19,225 19,225 19,225 19,225 19,225 19,225 19,225 
Accrued Int 0 19,225 38,449 57,674 76,899 96,123 115,348 134,572 153,797 173,022 
Subtotal % of Cash Flow 660,046 679,270 698,495 717,720 736,944 756,169 775,393 794,618 813,843 833,067 
Annual Payment Due 50% 0 0 0 0 0 0 0 0 0 0 
Year End Balance 660,046 679,270 698,495 717,720 736,944 756,169 775,393 794,618 813,843 833,067 

250 Maintained Operating Reserve (No Hard Debt) 
1.00 Maintained Debt Coverage Ratio (Hard Debt) 

In
fla

to
r 
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 in
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r 

Interest Rate on Subordinate Financing 3% Initial Balance 
640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 Principal Amount of all MSHDA Soft Funds 

 



Cash Flow Projections 
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11 12 13 14 15 16 17 18 19 20 

Income 
Annual Rental Income 1.0% 6 2.0% 673,532 687,002 700,742 714,757 729,052 743,633 758,506 773,676 789,150 804,933 
Annual Non-Rental Income 1.0% 6 2.0% 3,628 3,701 3,775 3,850 3,927 4,006 4,086 4,168 4,251 4,336 

Total Project Revenue  677,160 690,703 704,517 718,607 732,979 747,639 762,592 777,844 793,401 809,269 

Expenses 
Vacancy Loss 7.0% 6 8.0% 53,883 54,960 56,059 57,181 58,324 59,491 60,680 61,894 63,132 64,395 
Management Fee 3.0% 1 3.0% 40,188 41,394 42,636 43,915 45,232 46,589 47,987 49,427 50,910 52,437 
Administration 3.0% 1 3.0% 92,058 94,820 97,665 100,595 103,612 106,721 109,922 113,220 116,617 120,115 
Project-paid Fuel 3.0% 6 3.0% 2,701 2,782 2,866 2,952 3,040 3,132 3,225 3,322 3,422 3,525 
Common Electricity 4.0% 6 3.0% 6,048 6,230 6,417 6,609 6,808 7,012 7,222 7,439 7,662 7,892 
Water and Sewer 5.0% 6 5.0% 30,004 31,504 33,080 34,734 36,470 38,294 40,209 42,219 44,330 46,546 
Operating and Maintenance 3.0% 1 3.0% 103,603 106,711 109,912 113,209 116,606 120,104 123,707 127,418 131,241 135,178 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT) 29,045 29,576 30,116 30,664 31,220 31,785 32,358 32,940 33,530 34,129 
Insurance 3.0% 1 3.0% 21,409 22,051 22,712 23,394 24,096 24,818 25,563 26,330 27,120 27,933 
Replacement Reserve 3.0% 1 3.0% 22,578 23,255 23,953 24,671 25,412 26,174 26,959 27,768 28,601 29,459 
Other: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0 0 

Other: 3.0% 1 3.0% 
Subtotal: Operating Expenses 

0 0 0 0 0 0 0 0 0 0  
401,517 413,284 425,415 437,923 450,820 464,119 477,834 491,977 506,563 521,608 

Debt Service 
Debt Service Part A 
Debt Service Conventional/Other Financing 

Total Expenses 

Cash Flow/(Deficit) 
Cash Flow Per Unit 
Debt Coverage Ratio on Part A Loan 
Debt Coverage Ratio on Conventional/Other Financing 

Interest Rate on Reserves 

242,724 242,724 242,724 242,724 242,724 242,724 242,724 242,724 242,724 242,724 
0 0 0 0 0 0 0 0 0 0 

644,241 656,008 668,139 680,648 693,545 706,843 720,558 734,701 749,288 764,332 

32,919 34,695 36,378 37,960 39,435 40,796 42,034 43,143 44,113 44,936 
588 620 650 678 704 728 751 770 788 802 
1.14 1.14 1.15 1.16 1.16 1.17 1.17 1.18 1.18 1.19 
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Operating Deficit Reserve (ODR) Analaysis 

Initial Balance 

 
Initial Deposit 

0 0 0 0 0 0 0 0 0 0 0 
Total Annual Draw to achieve 1.0 DCR Add to OAR 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 588 620 650 678 704 728 751 770 788 802 
Maintained Debt Coverage Ratio on Part A Loan 1.14 1.14 1.15 1.16 1.16 1.17 1.17 1.18 1.18 1.19 
Maintained Debt Coverage Ratio on Conventional/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 0 

Operating Assurance Reserve Analysis 180,476 
Required in Year:     1  Initital Deposit 

Initial Balance 180,476 242,544 249,821 257,315 265,035 272,986 281,175 289,611 298,299 307,248 316,465 
Interest Income 7,276 7,495 7,719 7,951 8,190 8,435 8,688 8,949 9,217 9,494 
Ending Balance 249,821 257,315 265,035 272,986 281,175 289,611 298,299 307,248 316,465 325,959 

Deferred Developer Fee Analysis 
Initial Balance 110,876 77,957 43,262 6,885 0 0 0 0 0 0 
Dev Fee Paid 32,919 34,695 36,378 6,885 0 0 0 0 0 0 
Ending Balance Repaid in y 0 77,957 43,262 6,885 0 0 0 0 0 0 0 

Mortgage Resource Fund Loan 

Current Yr Int 19,225 19,225 19,225 19,225 19,225 19,225 19,225 19,225 19,225 19,225 
Accrued Int 192,246 211,471 230,696 249,920 253,607 253,114 251,941 250,149 247,802 244,970 
Subtotal % of Cash Flow 852,292 871,517 890,741 909,966 913,653 913,160 911,987 910,195 907,848 905,016 
Annual Payment Due 50% 0 0 0 15,538 19,717 20,398 21,017 21,571 22,056 22,468 
Year End Balance 852,292 871,517 890,741 894,428 893,935 892,762 890,970 888,623 885,791 882,548 

250 Maintained Operating Reserve (No Hard Debt) 
1.00 Maintained Debt Coverage Ratio (Hard Debt) 

3% 

ur
e 

In
fla

to
r 

Interest Rate on Subordinate Financing 3% Initial Balance 
640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 640,821 Principal Amount of all MSHDA Soft Funds 

 



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION DETERMINING MORTGAGE LOAN FEASIBILITY 
APPLE RIDGE II, MSHDA DEVELOPMENT NO. 2256-2 

CITY OF KALAMAZOO, KALAMAZOO COUNTY 

July 30, 2020 

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 MHT 
Housing Inc. (the "Applicant") for a multifamily housing project to be located in the City of 
Kalamazoo, Kalamazoo County, Michigan, having an estimated total development cost of Eight 
Million Three Hundred Forty-One Thousand Nine Dollars ($8,341,009), a total estimated 
maximum mortgage loan amount of Four Million Six Hundred Sixty-Four Thousand Six Hundred 
Eighty-Four Dollars ($4,664,684) and a Mortgage Resource Fund loan in the amount of Six 
Hundred Forty Thousand Eight Hundred Twenty-One Dollars ($640,821) (hereinafter referred to 
as the "Application"); and 

WHEREAS, to ensure that the 50% Test is met, the following conditions must be met: (1) the 
feasibility resolution must be issued before the commencement of construction and confirm the 
Authority’s intent for the tax-exempt bond loan is to repay the Flagstar private construction loan, 
(2) proceeds from the tax-exempt bonds that fund the permanent loan must take out the 
construction loan before the project’s placed-in-service and (3) the permanent loan must exceed 
50% of the total development costs.

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.
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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 Five Million Five
Hundred Five Thousand Dollars ($5,505,000).

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 30, 2020, which conditions 
are hereby incorporated by reference as if fully set forth herein. 



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION AUTHORIZING MORTGAGE LOAN 
APPLE RIDGE II, MSHDA DEVELOPMENT NO. 2256-2 

CITY OF KALAMAZOO, KALAMAZOO COUNTY 

July 30, 2020 

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 MHT Housing 
Inc. (the "Applicant") for a mortgage loan in the amount of Four Million Six Hundred Sixty-Four 
Thousand Six Hundred Eighty-Four Dollars ($4,664,684) for the construction and permanent 
financing of a multi-family housing project having an estimated total development cost of Eight 
Million Three Hundred Forty-One Thousand Nine Dollars ($8,341,009), to be known as Apple 
Ridge II, located in the City of Kalamazoo, Kalamazoo County, Michigan, and to be owned by 
Apple Ridge II/MHT Limited Dividend Housing Association, LLC (the "Mortgagor"); and 

WHEREAS, the Applicant has also requested a Mortgage Resource Fund loan in the estimated 
amount of Six Hundred Forty Thousand Eight Hundred Twenty-One Dollars ($640,821) (the "MRF 
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;
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(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;

(g) 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 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 Chief Financial Officer, the Deputy 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 in an amount not to exceed Four Million Six Hundred Sixty-Four 
Thousand Six Hundred Eighty-Four Dollars ($4,664,684) , and to have a term of 40 years after 
amortization of principal commences and to bear interest at a rate of Four and 25/100 percent 
(4.25%) per annum.  The construction and permanent financing will reimburse advances made 
for acquisition and construction expenditures. 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 Five 
Million Five Hundred Five Thousand Dollars ($5,505,000).  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 Six Hundred Forty Thousand Eight Hundred Twenty-One Dollars ($640,821) and to 
have a term not to exceed forty (40) years and to bear interest at a rate of three percent (3%) per 
annum. 
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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, 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 Authority hereby waives its Multifamily Direct Lending Parameters, VI
Underwriting Terms (K)(1)(a) Operating Assurance Reserve (“OAR”) to permit the OAR to be 
funded at 100% construction completion rather than at initial closing.  

9. The Authority hereby waives its Multifamily Direct Lending Parameters, VI
Underwriting Terms (K)(2)(a) Replacement Reserve to permit the Replacement Reserve to be 
funded at 100% construction completion rather than at initial closing. 

10. 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 30, 
2020, which conditions are hereby incorporated by reference as if fully set forth herein. 



M E M O R A N D U M

TO:  Authority Members 

FROM: Gary Heidel, Acting Executive Director 

DATE: July 30, 2020 

RE: Brentwood Apartments, Development No. 3856 

RECOMMENDATION: 

I 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 mortgage loans in the amounts set forth in this memorandum, 3) 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 memorandum. 

PROJECT SUMMARY: 

MSHDA No:  3856 
Development Name: Brentwood Apartments 
Development Location: City of Belding, Ionia County 
Sponsor: Hope Network Housing Development 

Corporation (a.k.a. Hope Network 
Affordable Independent Living 
Nonprofit Housing Corporation) 

Mortgagor:  Brentwood Limited Dividend Housing 
Association Limited Partnership 

Number of Units: 
Occupancy Rate:       

50 affordable units 
100% 

Total Development Cost: $7,215,817 
TE Bond Construction Loan: $3,752,225 
TE Bond Permanent Loan: $2,974,061 
MSHDA Gap Funds (HOME Loan): $395,749 
Other Funds: $1,722,655 Low-Income Housing Tax 

Credit (“LIHTC”) Equity; $241,994 
Income from Operations; $280,000 
Transferred Reserves; $1,426,000 



Sponsor Loan; $175,358 Deferred 
Developer Fee 

EXECUTIVE SUMMARY: 

Brentwood Apartments is an existing New-Regulation Section 8 development constructed in 1973 
and located at 1129 Brentwood Street in the City of Belding (the “Development”).  Brentwood 
Apartments contains 36 apartments in 3 three-story buildings and 14 townhouses in 2 two-story 
buildings.  The approximately 5-acre site also contains a community building/leasing office, a 
maintenance garage, and a playground. 

Originally financed with a United States Department of Housing and Urban Development (“HUD”) 
Section 236 mortgage in 1973 (the “Section 236 Mortgage”), Hope Network acquired the property 
in 1996 through the Low-Income Housing Preservation and Home Ownership Act (“LIHPRHA”). 
The Section 236 Mortgage was repaid after fully amortizing in 2012 and was discharged.  There 
is currently no debt on the property.  The LIHPRHA Use Agreement and sections of the Section 
236 Regulatory Agreement are still in place. 

The current Housing Assistance Payment (“HAP”) contract commenced on June 1, 2010 and has 
a 20-year term. At initial closing, the current HAP contract will be terminated, and a new HAP 
contract will be executed. The new HAP contract will be for 30 years:  a 20-year “renewal” term 
plus the 10 years left on the current HAP contract.  As part of this process, the underwritten rents 
will need to be approved by HUD. 

The Sponsor is in good standing with the Authority, and I am recommending Board approval for 
the following reasons: 

• The Development will continue to provide a deep rental subsidy to tenants, thereby
ensuring affordability into the future.

• Authority financing of this Development presents minimal risk to the Authority due to
additional resources which will ensure the long-term viability of the Development.

ADVANCING THE AUTHORITY’S MISSION: 

• The financing for the preservation of this Development enables improvements to the
property, thereby extending its effective use and improving the lives of residents as well
as the broader community.

• The Sponsor is investing its own resources to the Development in the form of a Sponsor
Loan.

• A new HAP contract will be executed to continue to provide rental support to 45 of the 50
total units.

MUNICIPAL SUPPORT: 

• The City of Belding has authorized and approved an annual payment in lieu of taxes
(“PILOT”) to the Development.

COMMUNITY IMPACT: 

• The Development’s affordability will be extended for up to 50 years for all units.



RESIDENT IMPACT: 

• No residents will be displaced as a result of this preservation.
• No residents will experience a rent increase that exceeds 5% as a result of this

preservation.

ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:  

The Development is one of the proposals eligible to receive funding under the eleventh funding 
round of the Authority’s Gap Financing Program.  Brentwood Apartments is underwritten at 
budget-based rents that include a half-time service coordinator.  Of the 50 units, 45 are covered 
by a HAP contract.  These rents must be approved by HUD prior to closing.  Tenants residing in 
the 5 unsubsidized units will not experience a rental increase that exceeds 5%.      

The Sponsor is providing a loan to the project of $1,426,000 to be used as a source, which 
significantly reduces the amount of gap funding required to balance this proposal.   



MORTGAGE LOAN FEASIBILITY/COMMITMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

I recommend that the Michigan State Housing Development Authority (“MSHDA” or the “Authority”) 
adopt resolutions that 1) determine Mortgage Loan Feasibility as to the following proposal, 2) 
authorize a tax-exempt bond mortgage loan and a HOME mortgage loan in the amount 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 with respect to this development, subject to the 
terms and conditions set forth in this report. 

MSHDA No.: 3856 
Development Name: Brentwood Apartments 
Development Location: City of Belding, Ionia County 
Sponsor: Hope Network Housing Development Corporation (a.k.a. Hope 

Network Affordable Independent Living Nonprofit Housing 
Corporation) 

Mortgagor: Brentwood Limited Dividend Housing Association Limited 
Partnership 

TE Bond Construction Loan: $3,752,225 (52% of TDC) 
TE Bond Permanent Loan: $2,974,061 
MSHDA HOME Loan: $395,749 
Total Development Cost: $7,215,817 
Mortgage Term: 40 years for the tax-exempt bond loan; 50 years for the HOME 

loan 
Interest Rate:  4.25% for the tax-exempt bond loan; 1% simple interest for the 

HOME loan 
Program: Tax-Exempt Bond and Gap Financing Programs 
Number of Units: 50 family units of rehabilitation 
Unit Configuration: 12 one-bedroom apartments, 24 two-bedroom apartments, 8 

two-bedroom townhouses, 6 three-bedroom townhouses, a 
community building and maintenance garage 

Builder: Pioneer Construction 
Syndicator: Cinnaire 
Date Application Received: November 15, 2019 
HDO: JT Johnston 

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



Mortgage Feasibility/Commitment Staff Report 
Brentwood Apartments, MSHDA No. 3856 

City of Belding, Ionia County 
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ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

Brentwood Apartments (the “Development”) is one of the proposals eligible to receive funding under 
the eleventh funding round of the Authority’s Gap Financing Program. Brentwood Apartments is 
underwritten at budget-based rents that include a half-time service coordinator. Of the 50 units, 45 
are covered by a Housing Assistance Payments (“HAP”) contract. These rents must be approved 
by the United States Department of Housing and Urban Development (“HUD”) prior to closing. See 
Standard Condition No. 26. Tenants residing in the 5 unsubsidized units will not experience a rental 
increase that exceeds 5%. 

The sponsor is providing a loan to the project of $1,426,000 to be used as a source, which 
significantly reduces the amount of gap funding required to balance this proposal. See Special 
Condition No. 2. 

EXECUTIVE SUMMARY: 

Brentwood Apartments is an existing New-Regulation Section 8 development constructed in 1973 
and located at 1129 Brentwood Street in the rural community of the City of Belding. Brentwood 
Apartments contains 36 apartments in 3 three-story buildings and 14 townhouses in 2 two-story 
buildings. The approximately 5-acre site also contains a community building/leasing office, 
maintenance garage, and playground. 

Originally financed with a HUD Section 236 mortgage in 1973 (the “Section 236 Mortgage”), Hope 
Network acquired the property in 1996 through the Low-Income Housing Preservation and Home 
Ownership Act (“LIHPRHA”). The Section 236 Mortgage was repaid after fully amortizing in 2012 
and was discharged. There is currently no debt on the property. The LIHPRHA Use Agreement 
and sections of the Section 236 Regulatory Agreement are still in place. 

The current HAP contract commenced on June 1, 2010 and has a 20-year term. At initial closing, 
the current HAP contract will be terminated, and a new contract will be executed. As part of this 
process, the underwritten rents will need to be approved by HUD. 

Structure of the Transaction and Funding: 

There are several elements to this transaction that are common to preservation transactions: 

• A tax-exempt bond construction loan and a permanent mortgage loan will be provided by
the Authority (the “Mortgage Loan”). The construction loan will be in the amount of
$3,752,225 at 4.25% interest with a 15-month term (a 9-month construction term and a 6-
month holding period), which will be used to bridge an extended equity pay-in period.
Interest only payments will be required under the construction loan. The amount by which
the construction loan exceeds the permanent loan will be due on the first day of the month
following the month in which the 15-month construction loan term expires or such later date
determined by an Authorized Officer of the Authority (the “Permanent Financing Date”).

• A permanent loan will be provided by the Authority in the amount of $2,974,061. The
permanent loan is based upon the current 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
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transaction. The permanent loan includes a 1.15 debt service coverage ratio, an annual 
interest rate of 4.25%, 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. 

• A subordinate loan using HOME funds (the “HOME Loan”) in the amount of $395,749 will be
provided at 1% simple interest with payments initially deferred. The HOME Loan will be in
Second Position.

• The Sponsor is providing a loan in the amount of $1,426,000. See Special Condition No. 2.

• Equity support comes from an investment related to the 4% Low-Income Housing Tax Credit
(“LIHTC”) in the estimate amount of $1,722,655.

• The HAP contract will, subject to HUD approval, be executed with the Mortgagor and will
continue to provide deep subsidy rental assistance for all the HUD-assisted units.

• 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 rehabilitation period in the amount
of $241,994.

• The Sponsor has agreed to defer $175,358 of the developer fee to help fill the remaining
funding gap.

• An amount equal to one month’s gross rent potential will be funded in the Development’s
operating account.

• An operating assurance reserve (“OAR”) 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 operating
needs. This reserve will be held by the Authority.

• 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.

• Replacement Reserve escrow proceeds in the amount identified in the attached proforma
will be transferred from the existing project to the new project to use as a source of funding.

• Tax and 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.

• A syndicator reserve in the amount of $72,486 is required by the equity investor for
additional operating reserves. This reserve will be held and controlled pursuant to the terms
of the Mortgagor’s Amended and Restated Limited Partnership Agreement. See Special
Condition No. 3.
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Scope of Rehabilitation: 

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

• Crack fill, sealcoat, and stripe parking lot
• Repair sidewalks and install a new sidewalk installed between the community building

and residential buildings to the east
• Install bike parking rack
• Install new LED lighting in the parking area.
• Install new HVAC in the community building and maintenance garage.
• Install intercom panels at building entries and security camera.
• Install new entry and storm doors on townhouse units.
• Install new vinyl siding
• Install additional insulation in attics
• Repaint common areas and unit interiors
• Install new common area flooring.
• Reconfigure and refurbish community building interior
• Install new carpet and paint in office.
• Reconfigure public restrooms to meet ADA requirements and install new fixtures and

flooring
• Replace kitchen cabinetry, flooring, some appliances, and fixtures
• Replace some bathroom cabinetry, toilets flooring, and fixtures
• Replace unit entry and interior doors
• Replace living area floorings
• Repaint unit interiors
• Replace some unit furnaces
• Replace some hot water heaters
• Install air conditioning
• Update or replace in unit electrical
• Install LED light fixtures
• Install new smoke and carbon monoxide detectors

Affordability Requirements: 

The 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 60% of the Multifamily Tax 
Subsidy Project (“MTSP”) area median income (“AMI”). The number of restricted units is controlled 
by the number of eligible households in place at closing, estimated to be 100% of the units. 

Protections for Existing Residents: 

The preservation and renovation of the Development will not result in a rent increase exceeding 5% 
for the existing tenants. 

Site Selection: 
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The Development is located in a residential area on Brentwood Street south of West Ellis Street in 
the City of Belding. The site has a walk score of 13 which is car dependent. The site meets the 
Authority’s Site Selection Criteria and is acceptable. 

Market Evaluation: 

The unit mix, rent levels, and amenity package have been approved by the Manager of the Office of 
Market Research, Rental Development. 

Valuation of the Property: 

An appraisal dated October 28, 2019, estimates the value at $1,830,000. 

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 (iii) such other date as 
may be specified herein, the new Mortgagor, 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, as determined by the Authority, payments are limited to 10% of the
Mortgagor's equity, or any other amount approved by HUD, but not to exceed12%.
Following expiration of the HAP Contract, the Mortgagor’s rate of return shall not exceed
25% per annum. For purposes of distributions, the Mortgagor's equity will be the sum of (i)
the LIHTC equity; (ii) 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, unless HUD or other federal regulations require a different calculation. All
such payments shall be referred to as "Limited Dividend Payments.” The Mortgagor's return
shall be fully cumulative.

2. Income Limits:

The income limitations for 50 units of this proposal are as follows:

a. 4 units have been designated as Low-HOME units and during the Period of
Affordability required under the HOME program (15 years) must be available for
occupancy by households whose incomes do not exceed 50% of the HOME
published area median income as determined by HUD, adjusted for family size.

b. 45 units (12 one-bedroom apartments, 19 two-bedroom apartments, 8 two-bedroom
townhouses, and 6 three-bedroom townhouses) must be occupied or available for
occupancy by households whose incomes do not exceed the income limits in 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
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as determined by HUD. 

c. 50 units (12 one-bedroom units, 32 two-bedroom units, and 6 three-bedroom units)
must be available for occupancy by households whose incomes do not exceed 60%
MTSP income limits, adjusted for family size, 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 (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 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. 

3. Limitations on Rental Rates:

The Total Housing Expense (contract rent plus tenant-paid utilities), for 50 units, is subject
to the following limitations:

a. During the Period of Affordability required under the HOME program (15 years), the
Total Housing Expense for the 4 Low-HOME units may not exceed the “Low-HOME
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 HAP-assisted units (12 one-bedroom apartments, 19 two- 
bedroom apartments, 8 two-bedroom townhouses, and 6 three-bedroom
townhouses) (“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 all 50 units (12 one-bedroom units, 32 two-bedroom
units, 6 three-bedroom units), may not exceed 1/12th 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.

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 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. 

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 
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Loan Feasibility/Commitment Staff Report. 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 utility 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 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.

5. Restriction on Prepayment and Subsequent Use:

The Mortgage Loan is eligible for prepayment after the expiration of 15 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 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

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 
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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 
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 federal affordability and compliance 
requirements. 

6. Operating Assurance Reserve:

At Initial Closing, the Mortgagor shall fund an OAR in the amount equal to 4 months of
estimated Development operating expenses (estimated to be $171,726). 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.

7. Replacement Reserve:

At Initial Closing, the Mortgagor must establish a replacement reserve fund (“Replacement
Reserve”) with an initial deposit in an amount of $8,557 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 $375 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 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
determined necessary by the Authority.

9. One Month’s Gross Rent Potential:

At Initial Closing, the Mortgagor shall deposit an amount equal to one month’s gross rent
potential ($44,591) into the Development’s operating account.

10. Authority Subordinate Loan:

At Initial Closing, the Mortgagor must enter into agreements relating to the HOME Loan.
The HOME Loan will be secured by a subordinate mortgage and will bear simple interest at
1% with a 50-year term. No payments on the HOME Loan will be required 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 13th year following the
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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 13th year 
following the date that Mortgage Loan amortization commences, repayment of the HOME 
Loan will be made from 50% of any surplus cash available for distribution (“Surplus Funds”). 
Such payments shall be applied first to accrued interest, then to current interest and 
principal and shall continue until the sale of the Development or refinancing of the Mortgage 
Loan, at which time the HOME Loan shall be due in full. 

If the HOME Loan is still outstanding, then following repayment of the Mortgage Loan and 
continuing on the first day of every month thereafter, the Mortgagor shall make monthly 
payments of principal and interest equal to the monthly payments that were required on the 
Mortgage Loan on the first day of every month until the HOME Loan is paid in full, sale of 
the Development or the date that is 50 years from date of Initial Closing, whichever occurs 
first. The entire principal balance and any accrued interest of the HOME Loan will be due 
and payable after 50 years from date of Initial Closing. Notwithstanding the foregoing, in the 
event of any sale or refinance of the Development, the HOME Loan will be due and payable 
at that time. 

11. 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 submit AIA Document
A305 as required by the Authority’s Chief Architect.

12. Owner/Architect 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.

13. Trade Payment Breakdown:

Prior to Mortgage Loan Commitment, the general contractor must submit a signed Trade
Payment Breakdown acceptable to the Authority’s Design and Construction Manager.

14. 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.

15. Equal Opportunity and Fair Housing:
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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. 

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. 

16. 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).

17. 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 Environmental
Review Officer.

At Initial Closing, the Mortgagor 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.

18. Title Insurance Commitment and Survey:

Prior to Mortgage Loan Commitment, the Mortgagor must provide an updated title insurance
commitment, including zoning, pending disbursement, 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 insurance acceptable to the
Authority’s Director of Legal Affairs.

Additionally, prior to Mortgage Loan Commitment, the Mortgagor must provide a surveyor’s
certificate of facts together with an ALTA survey certified to the 2016 minimum standards,
and that 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.

19. Organizational Documents/Equity Pay-In Schedule:

Prior to Mortgage Loan Commitment, the Mortgagor must submit a substantially final form
syndication partnership 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 partnership agreement must
become effective and the initial installment of equity must be paid in an amount approved by
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the Director of Development. 

20. Designation of Authority Funds:

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

21. Management & Marketing:

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. Management Agreement
b. Marketing/Construction Transition Plan

22. Guaranties:

At Initial Closing, the Sponsor, General Partner, and any entity receiving a developer fee in
connection with the Development 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.

23. Financial Statements:

Prior to Mortgage Loan Commitment, 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 6 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. 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.
However, the Authority’s claim to these funds shall be subject to any lawful claim to such
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funds by HUD. This agreement must be acceptable to the Authority’s Director of Legal 
Affairs. 

26. Section 8 Required 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 Section 8 Program and all other Authority rules, guidelines, and
procedures as required under the Regulatory Agreement.

27. Housing Assistance Payment Contract:

At Initial Closing, the Mortgagor must execute a new Housing Assistance Payment (“HAP”)
Contract and must enter into an agreement to apply for and accept any HAP or other HUD
subsidy extensions available in the future, subject to Authority approval.

28. HUD Authority to Use Grant Funds:

Prior to Mortgage Loan Commitment, the Authority must receive HUD’s Authority to Use
Grant Funds (HUD 7015.16) in connection with the proposed HOME Loan from the
Authority or confirmation that the Development is categorically excluded from NEPA review.

29. HUD Subsidy Layering Review:
Prior to Initial Closing, 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.

30. Application 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 Director
of Development.

31. 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. 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.
This documentation must be found acceptable by the Authority’s Director of Development.

Special Conditions: 
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1. Legal Requirements:

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

• Prior to Initial Closing, the Mortgagor must submit a copy of the applicable Flood
Insurance Policy that meets Authority insurance requirements.

• 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.

• 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. Sponsor Loan:

Prior to Mortgage Loan Commitment, the Mortgagor must submit substantially final
documents evidencing the Sponsor loan acceptable to the Authority’s Director of Legal
Affairs and Director of Development. The Sponsor loan must:

a) not be secured by a lien on the Development or any of the Development’s
property, funds or assets of any kind;

b) be payable solely from approved Limited Dividend payments, and not from other
development funds;

c) be expressly subordinate to all Authority mortgage loans; and
d) have a loan term exceeding the term of all Authority mortgage loans.

At or prior to Initial Closing, the final, executed Sponsor loan documents must become 
effective and initial funding of the loan must be made in an amount approved by the Director 
of Development. 

3. Syndicator Reserve:

The Mortgagor shall fund a syndicator held reserve (“Syndicator Reserve”) with a one-time
deposit in the amount of $72,486 paid from equity proceeds according to the terms of the
Mortgagor’s limited partnership agreement. The Syndicator Reserve shall be controlled by
the syndicator. The purpose of this reserve will be to fund any additional operating reserve
needs.
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DEVELOPMENT TEAM AND SITE INFORMATION 

I. MORTGAGOR: Brentwood Limited Dividend Housing Association Limited Partnership 

II. GUARANTOR(S):

A. Guarantor #1:

Name: Hope Network Housing Development Corporation 
Address: 3075 Orchard Vista Drive, SE 

Grand Rapids, MI 49546 

III. DEVELOPMENT TEAM ANALYSIS:

A. Sponsor:

Name:
Address:

Hope Network Housing Development Corporation 
3075 Orchard Vista Drive, SE 
Grand Rapids, MI 49546 

Individuals Assigned: 

Telephone: 

Phillip W. Weaver, President/CEO (signatory) 
Anthony J. Barker 
616-301-8000 (P. Weaver)

Telephone:
E-mail:

248-318-8403 or 313-720-8524 (A. Barker)
Pweaver@Hopenetwork.org
abarker@hopenetwork.org

1. Experience: The Sponsor does not have experience working on Authority- 
financed developments; however, the sponsor has received awards of 9%
LIHTCs.

2. Interest in the Mortgagor and Members:

Brentwood General Partner, LLC - 0.01%
Investor Limited Partner (name to be determined) – 99.99%

B. Architect:

Name: DeStigter Architecture & Planning 
Address: 18 Goodrich Street, SW 

Grand Rapids, MI 49503 

Individual Assigned: Kim DeStigter, AIA 
Telephone: 616-458-5620
Fax: 
E-Mail: kim@destigterarchitecture.com 

mailto:Pweaver@Hopenetwork.org
mailto:abarker@hopenetwork.org
mailto:kim@destigterarchitecture.com
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1. Experience: Architect has previous experience with Authority-financed
developments.

2. Architect's License: License number 1301031178, exp. 10/31/2021.

C. Attorney:

Name: Warner Norcross + Judd LLP 
Address: One Michigan Avenue Building 

120 North Washington Square, Suite 410 
Lansing, MI 48933 

Individual Assigned: Tracey L. Lackman 
Telephone: 517-679-7434
E-Mail: tlackman@wnj.com

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

D. Builder:

Name: Pioneer Construction, Inc. 
Address: 550 Kirtland Street, SW 

Grand Rapids, MI 49507 

Individual Assigned: Paul Bergsma 
Telephone: 616-389-8752
Fax: 
E-mail: pbergsma@pionerrinc.com 

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

2. State Licensing Board Registration: Pioneer General Contractors, Inc.,
License number 2102090528, with an expiration date of 05/31/2023,
Timothy Ryan Schowalter, Qualifying Officer.

E. Management and Marketing Agent:

Name: KMG Prestige, Inc. 
Address: 23332 Orchard Lake Road, Suite F 

Farmington Hills, MI 48336 

Individual Assigned: Paul Spencer 
Telephone: 248-228-8807
Fax: 989-953-4886
E-mail: pspencer@kmgprestige.com

mailto:tlackman@wnj.com
mailto:pbergsma@pionerrinc.com
mailto:pspencer@kmgprestige.com
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1. Experience: This firm has significant experience managing Authority- 
financed developments.

F. Consultant:

Name: Scheuren & Associates, LLC 
Address: 1006 Lantern Hill Drive 

East Lansing, MI 48823 

Individual Assigned: Gary Scheuren 
Telephone: 517-582-5192 
Fax: 
E-mail: gary.scheuren@gmail.com 

F. Development Team Recommendation: The development team is acceptable.

IV. SITE DATA:

A. Land Control/Purchase Price:
Option Agreement by Brentwood Non-Profit Housing Corporation (“Seller”) and
Brentwood Limited Dividend Housing Association Limited Partnership (“Buyer”) for
$1,426,000, entered into on March 15, 2019, and expiring on December 31, 2019,
with an Option Agreement Amendment executed on November 6, 2019 providing for
an extension expiring July 31, 2020, and the availability of another extension
expiring on December 31, 2020.

B. Site Location:
The site is located at 1129 Brentwood Street, Belding, Ionia County.

C. Size of Site:
5.19 +/- acres.

D. Density:
Appropriate for its use.

E. Physical Description:

1. Present Use: Multi-family residential

2. Existing Structures: Three three-story buildings, two two-story buildings, and one
community building and maintenance building.

3. Relocation Requirements: None

F. Zoning:
RM-1, Multi-family

G. Contiguous Land Use:

mailto:gary.scheuren@gmail.com
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1. North: Single-family residential 

2. South: Wooded, single-family and multi-family residential 

3. East: Demorest Field (City of Belding athletic field) 

4. West: Wooded, multi-family and single-family residential 

H. Tax Information:
The Development has a PILOT from the City of Belding.

I. Utilities:

1. Gas: DTE Energy 
2. Electric: Consumers Energy 
3. Water & Sewer: City of Belding 

J. Community Facilities:

1. Shopping:
Leppinks Food Centers is located approximately 1 mile east southeast of the
site in downtown Belding, Sav-A-Lot is located approximately 1.7 miles west
southwest of the site, and Dollar General is located approximately 2.1 miles
south southeast of the site. Additional retail including Rite Aid, Family
Dollar, and restaurants are all located in downtown Belding.

2. Recreation:
Demorest Field is located across Brentwood Street to the east of the site.
The Alvah N. Belding Library is located on the east side of Belding,
approximately 1.5 miles to the east southeast; Belding Skate Park and the
Belding Museum are both located in downtown Belding as well.

3. Public Transportation:
Belding Dial-a-Ride is available weekdays.

4. Road Systems
Brentwood Apartments is located south of Ellis Road, approximately 1 mile
east of M-91, and approximately 2 miles north of M-44.

5. Medical Services and other Nearby Amenities:
Spectrum Health is approximately 2 miles south of the site on M-44;
numerous other medical and dental services are also located along M-44 to
the south.

6. Description of Surrounding Neighborhood:
Residential and predominantly single-family residential.

7. Local Community Expenditures Apparent:
None.

8. Indication of Local Support:
The Development has a PILOT from the City of Belding.

V. ENVIRONMENTAL FACTORS:

A satisfactory Phase I Environmental Site Assessment was submitted to the Authority (See
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Standard Condition No. 17). 

VI. 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 Authority’s Chief
Architect.

VII. 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, rental structure, and unit amenities.

VIII. EQUAL OPPORTUNITY AND FAIR HOUSING:

The contractor's Equal Employment Opportunity Plan is currently being reviewed and must
be approved by the Authority’s Design and Construction Manager prior to initial closing.
The management and marketing agent's Affirmative Fair Housing Marketing Plan has been
approved.

IX. MANAGEMENT AND MARKETING:

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

X. 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.

XI. DEVELOPMENT SCHEDULING:

A. Mortgage Loan Commitment: July 2020 
B. Initial Closing and Disbursement: October 2020 
C. Construction Completion: January 2022 
D. Cut-Off Date: July 2022 

XII. ATTACHMENTS:

A. Development Proforma
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Digitally signed by Chad 

Chad Benson Benson
 Date: 2020.07.15 

09:38:25 -04'00' 

Clarence L. 
Stone, Jr. 

Digitally signed by 
Clarence L. Stone, Jr. 
Date: 2020.07.15 
11:00:35 -04'00' 

Digitally signed by Gary 

Gary Heidel Heidel
 

Date: 2020.07.15 
11:53:33 -04'00' 

APPROVALS: 

Chad Benson Date 
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Surplus/(Gap) 404,000   Within Range  

Other: 
Other: 

 Deposit to Development Operating Account (1MGR 
Other (Not in Basis): 
Other (In Basis): 
Other (In Basis): 

1,830,000 
0 

1,426,000 

Value As of: October 28, 2019 Appraised Value 
"Encumbered As-Is" value as determined by appraisal: 
Plus 5% of Appraised Value: 
LESS Fixed Price to the Seller: 

%
 in

 B
as

is
 

Existing Reserve Analysi 
DCE Interest: 
Insurance: 
Taxes: 
Rep. Reserv 280,000 
ORC: 
DCE Principal: 
Other: 

Development Brentwood Apartments 
Financing Tax Exempt 

MSHDA No. 3856 
Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

 Included in   Included in  Included in Included in  

TOTAL DEVELOPMENT COSTS Per Unit Total 
Tax Credit 

Basis  
Historic TC  

Basis Per Unit Total 
Tax Credit 

Basis  
Historic TC 

Basis  

Acquisition Project Reserves 
Land 2,700 
Existing Buildings 25,820 
 Other: 0 

Subtotal 28,520 
Construction/Rehabilitation 

Off Site Improvements 0 
On-site Improvements 236 
Landscaping and Irrigation 0 
Structures 51,406 
Community Building and/or Maintenance Facility 2,495 
Construction not in Tax Credit basis (i.e.Carports and Commercial Space 0 

1,426,000 

0% 0 0 
 100%   1,291,000 0  

0% 0 0 

 100% 0 0 
 100% 11,823 0 
 100% 0 0 
 100%   2,570,299   2,570,299 
 100% 124,734 124,734 

0% 0 0 

Operating Assurance Reserv 
Replacement Reserve 
Operating Deficit Reserve 
Rent Subsidy Reserve 
Syndicator Held Reserve 
Rent Lag Escrow 
Tax and Insurance Escrows 

Miscellaneous 

months Funded in Cas 
Required 
Not Required 

Subtotal 

3,435 171,726 
8,557 427,853 

0 0 
0 

1,450 
0
0 0 
0 
0 

13,441 672,065 

General Requirements % of Contract 5.62% 
Builder Overhead % of Contract 0.94% 
Builder Profit % of Contract 5.82% 
Permits, Bond Premium, Tap Fees, Cost Cert. 

3,043 
538 

3,361 
1,294 

 100% 152,174 152,174 
 100% 26,886 26,886 
 100% 168,050 168,050 
 100% 64,694 64,694 

PRequired 892 
0 
0 
0 

0% 0 0 
0% 0 0 

 100% 0 0 
 100% 0 0 

 Other: 0 
Subtotal 62,373 3,118,660 

 100% 0 0 Subtotal 892 44,591 

15% of acquisition and $15,000/unit test: met Total Acquisition Costs 28,520 1,426,000 
Professional Fees Total Construction Hard Costs 62,373 3,118,660 

Design Architect Fees 
Supervisory Architect Fees 
Engineering/Survey 
Legal Fees 

Subtotal 5,631 281,526 

137,221 137,221 Total Non-Construction ("Soft") Costs 39,123 1,956,157 
34,305 34,305 
10,000 10,000 Developer Overhead and Fee 
75,000 75,000  100% 715,000 715,000 

Interim Construction Costs 
Property & Causalty Insurance 555 27,750  27,750 27,750 

LIHTC 
Basis 

Historic 
Basis 

Construction Loan Interest 
Title Work 
Construction Taxes 
 Other: 

Permanent Financing 
Subtotal 

3,242 162,102 
240 12,000 

1,362 68,121 
0 

5,399 269,973 

124,819 124,819 Total Development Cost 144,316 7,215,817 6,048,291 4,714,668 
10,800 0  
68,121 68,121 TOTAL DEVELOPMENT SOURCES % of TDC 

0 0 MSHDA Permanent Mortgage 41.22% 59,481 2,974,061 Gap to 
Conventional/Other Mortgage  0.00% 0 0 Hard Debt 
Equity Contribution from Tax Credit Syndication 23.87% 34,453 1,722,655  # of Units  Ratio 

Loan Commitment Fee to MSHDA 2% 
 Other: 

Subtotal 1,659 82,959 
Other Costs (In Basis) 

Application Fee 40 
Market Study 130 
Environmental Studies 400 
Cost Certification 200 
Equipment and Furnishings 400 
Temporary Tenant Relocation 1,700 
Construction Contingency 6,237 
Appraisal and C.N.A. 200 
 Other: Misc. 0 

Subtotal 9,307 465,366 

2,000 2,000 
6,500 6,500 

20,000 20,000 
10,000 10,000 
20,000 0  

55,250 55,250 
311,866 311,866 
10,000 10,000 

0 0 

MSHDA NSP Funds 0.00% 0 
MSHDA HOME or Housing Trust Funds 5.48% 7,915 
Mortgage Resource Funds 0.00% 0 
Other MSHDA: 0.00% 0 
Local HOME 0.00% 0 
Income from Operations 3.35% 4,840 
Other Equity 0.00% 0 
Transferred Reserves: 3.88% 5,600 
Other: Sponsor Loan 19.76% 28,520 
Other: 0.00% 0 
Deferred Developer Fee 2.43% 3,507 
Total Permanent Sources 

241,994 

280,000 

7,215,817 

0.00 13.31% 
4.00 

Deferred 
Dev Fee 
24.53% 

Other Costs (NOT In Basis) 
Start-up and Organization 950 47,500 
Tax Credit Fees (based on 2017 QAP) 13,427   Within Range 269 13,427 
Compliance Monitoring Fee (based on 2017 QAP) 475 23,750 
Marketing Expense 0 
Syndication Legal Fees 1,100 55,000 
Rent Up Allowance months 0 0 
 Other: 0 

Subtotal 2,794 139,677 

Summary of Acquisition Price 
Attributed to Land 
Attributed to Existing Structure 
Other: 
Fixed Price to Seller 

135,000 
1,291,000 

0 
1,426,000 

As of 
1st Mortgage Balance 
Subordinate Mortgage(s) 
Subordinate Mortgage(s) 
Subordinate Mortgage(s) 

Construction Loan Term 

Construction Contract 
Holding Period (50% Test) 
Construction Loan Period 

Premium/(Deficit) vs Existing Debt 1,426,000 

MSHDA Construction Loan 52.00% 75,044 3,752,225 
Construction Loan Rate 4.250% 
Repaid from equity prior to final closing 778,164 

Initial Owner's Equity Calculation 

Override 

0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 

0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0

0
0

0
0

0% 
0% 

1,659 
0 

82,959 

0
0
0
0
0
0
0

0
0
0
0
0
0
0

0% 
0% 
0% 
0% 
0% 
0% 
0% 

Months 

Value of LIHTC/TCAP 
Acquisition 41,959 
Construction 144,329 
Total Yr Credit 186,287 
Equity Price $0.9251 
Equity Effective Price $0.9248 

100% Equity Contribution 1,723,172 
No 

1,722,655 
Override 100.00% 

3.08% 
3.08% 

Acquisition Credit % 
Rehab/New Const Credit % 
Qualified Percentage 
QCT/DDA Basis Boost 
Historic? 

Override 

Eligible Basis for LIHTC/TCAP 
Acquisition 1,362,300 
Construction 4,685,991 

162,102 Override 

0 
Balanced Sources Equal Uses? 

Surplus/(Gap) 

Instructions 

175,358 

1,426,000 

0 
72,486 

0 

2,000 
6,500 

20,000 
10,000 
20,000 
85,000 

311,866 
10,000 

44,591 
0 
0 
0 

11,823 

2,570,299 
124,734 

152,174 
26,886 

168,050 
64,694 

135,000 
1,291,000 

100% 
100% 
100% 
100% 
100% 

65% 
100% 
100% 
100% 

395,749 

100% 
77% 
90% 

100% 
100% 

100% 
100% 
100% 

75% 

Within Range 
Within Range 
Within Range 

4.0 

%
 in

 B
as

is
 

2,744 137,221 
686 34,305 
200 10,000 

2,000 100,000 Maximum 817,768 14,300 715,000 
7.5% 
15% 

of Acquisition/Project Reserves 
of All Other Development Costs 

Override 5% Attribution Test 
met 715,000 

6
9

15 

 Equity Contribution from Tax Credit Syndication 1,722,655 
Brownfield Equity 
Historic Tax Credit Equity 
General Partner Capital Contributions 
Other Equity Sources 

New Owner's Equity 1,722,655 



Brentwood Apartments 
Tax Exempt 
3856 

Development 
Financing 

MSHDA No. Mortgage Assumptions: 

Total Expenses 66.94% 7,209 360,425 

Base Net Operating Income 
Part A Mortgage Payment 28.74% 

3,559 
3,095 

177,967 
154,754 

Override 

Part A Mortgage 
Non MSHDA Financing Mortgage Payment 

59,481 
0 

2,974,061 

Non MSHDA Financing Type: 0 
Base Project Cash Flow (excludes ODR) 4.31% 464 23,213 

Initial 
Inflation 
Factor 

Beginning 
in Year 

Future 
Inflation 
Factor 

1.0% 6 2.0% 
1.0% 6 2.0% 

Future Vacancy 
6 3.0% 

3.0% 1 3.0% 
3.0% 1 3.0% 
3.0% 6 3.0% 
4.0% 6 3.0% 
5.0% 6 5.0% 
3.0% 1 3.0% 
5.0% 1 5.0% 

3.0% 1 3.0% 
3.0% 1 3.0% 
2.0% 1 2.0% 
3.0% 1 3.0% 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

Debt Coverage Ratio 
Mortgage Interest Rate 
Pay Rate 
Mortgage Term 
Income from Operations 

1.15 
4.250% 
4.250% 

40 
Yes 

 
 
 
years 

Total Development Income Potential Per Unit Total 

Annual Rental Income 10,702 535,092 
Annual Non-Rental Income 66 3,300 
Total Project Revenue 10,768 538,392 

Total Development Expenses 

Vacancy Loss 5.00% of annual rent potential 535 26,755 
Management Fee 534 per unit per year 534 26,700 
Administration 1,521 76,039 
Project-paid Fuel 412 20,600 
Common Electricity 200 10,017 
Water and Sewer 472 23,582 
Operating and Maintenance 1,100 55,006 
Real Estate Taxes 0  
Payment in Lieu of Taxes (PILOT) 10.00%  Applied to:  All Units 908 45,414 
Insurance 370 18,500 
Replacement Reserve 375 per unit per year 375 18,750 
Other: Service Coordinator (HUD) 781 39,063 
Other: 0  

% of 
Revenue 

Instructions 



 

 

   
 

Rental Income                       

 
Unit 

 
No. of Units 

 
Unit Type 

 
Bedrooms 

 
Baths 

 
Net Sq. Ft. 

 
Contract Rent 

 
Utilities 

Total Housing  
Expense 

 
Gross Rent 

Current Section 8  
Contract Rent 

 
% of Gross Rent 

 
% of Total Units 

 
Gross Square Feet 

% of Total Square  
Feet 

TC Units Square  
Feet 

 
Unit Type 

Max Allowed  
Housing Expense 

 
Rent Limited By 

Differential: Under/  
(over) 

 
Differential % 

 
Effective AMI% 

Contract Rent/Sq.  
Foot 

 

  
 

60% 
50% 

Family 
A 
B 
C 
D 

 
60% 

Family 

 
Area Median Income Units 
Tenant AMI Restriction (if different from rent restriction) 
Occupancy 

1 Apartment 1 1.0 647 
1 Apartment 2 1.0 788 
1 Townhome 2 1.5 891 
1 Townhome 3 1.5 1,990 

Area Median Income Units 
Occupancy 

 
 
 
 

35 834 9,588 686 1.8% 2.0% 647 1.4% 647 Low HOME 581 HOME Rent (253) -43.55% 71.7% $1.23 
47 1,006 11,508 840 2.2% 2.0% 788 1.7% 788 Low HOME 697 HOME Rent (309) -44.33% 72.1% $1.22 
86 1,045 11,508 857 2.2% 2.0% 891 1.9% 891 Low HOME 697 HOME Rent (348) -49.93% 74.9% $1.08 
81 1,176 13,140 1,009 2.5% 2.0% 1,990 4.4% 1,990 Low HOME 806 HOME Rent (370) -45.91% 72.9% $0.55 

45,744 3,392 8.5% 8.0% 4,316 9.4% 4,316 

B 5 Apartment 2 1.0 788  508  47 555 30,480 840 5.7% 10.0% 3,940 8.6% 3,940 837 TC Rent 282 33.69% 39.8% $0.64 
  30,480 3,392 5.7% 10.0% 3,940 8.6% 3,940  

Mgrs 0 3,392 0.0% 0.0% 0 0.0% 0 
45,744 45,744 

Total Units 50 
Income Average 60.00% 
Set Aside 100.00% 

 
 

Annual Non-Rental Income 
Misc. and Interest 1,700 
Laundry 1,600 
Carports 
Other: 
Other: 

3,300 

HOME Units SF/Total Units SF 9.4% 
# HOME Units/# Total Units 8.0% 

 
 
 
 

1 
 

Total Income Annual Monthly 
Rental Income 535,092 44,591 
Non-Rental Income 3,300 275 
Total Project Revenue 538,392 44,866 

697 TC Rent (137) -19.66% 71.7% $1.23 
837 TC Rent (169) -20.19% 72.1% $1.22 
837 TC Rent (208) -24.85% 74.9% $1.08 
967 TC Rent (209) -21.61% 72.9% $0.55 

 

60% Area Median Income Units              

Family Occupancy               

A 11 Apartment 1 1.0 647 799 35 834 105,468 686 19.7% 22.0% 7,117 15.6% 7,117 
B 18 Apartment 2 1.0 788 959 47 1,006 207,144 840 38.7% 36.0% 14,184 31.0% 14,184 
C 7 Townhome 2 1.5 891 959 86 1,045 80,556 857 15.1% 14.0% 6,237 13.6% 6,237 
D 5 Townhome 3 1.5 1,990 1,095 81 1,176 65,700 1,009 12.3% 10.0% 9,950 21.8% 9,950 

         458,868 3,392 85.8% 82.0% 37,488 82.0% 37,488 

 

Income Limits for      Ionia County   (Effective April 24,2019)  

1 Person 2 Person 3 Person 4 Person 5 Person 6 Person 
       

30% of area median 13,020 14,880 16,740 18,600 20,100 21,600 
40% of area median 17,360 19,840 22,320 24,800 26,800 28,800 
50% of area median 21,700 24,800 27,900 31,000 33,500 36,000 
60% of area median 26,040 29,760 33,480 37,200 40,200 43,200 

 

Instructions 

Development Brentwood Apartments 
Financing Tax Exempt 

MSHDA No. 3856 
Step Commitment 
Date 07/30/020 
Type Preservation - Subsidized 

 

799 
959 
959 

1,095 

Within Range 
Within Range 

Gross Rent Potential 
Average Monthly Rent 
Gross Square Footage 

535,092 
892 

45,744 

Utility Allowances 
       

Tenant-Paid 
Electricity 

Tenant-Paid 
A/C 

Tenant-Paid 
Gas 

Owner-Paid 
W ater/ Sewer 

Owner-Paid 
Other 

Total Overide 

     0 35 
     0 47 
     0 86 
     0 81 
     0  

     0  

     0  

     0  

 

A 
B 
C 
D 
E 
F 
G 
H 

 



Cash Flow Projections Development Brentwood Apartments 

3% 

in
g 

in
 Y

r 

u 
e 

In
fla

to
r 

Financing Tax Exempt 
MSHDA No. 3856 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

iti
al
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r 

In
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F 1 2 3 4 5 6 7 8 9 10 

Income 
Annual Rental Income 1.0% 6 2.0% 535,092 540,443 545,847 551,306 556,819 567,955 579,314 590,901 602,719 614,773 
Annual Non-Rental Income 1.0% 6 2.0% 3,300 3,333 3,366 3,400 3,434 3,503 3,573 3,644 3,717 3,791 

Total Project Revenue  538,392 543,776 549,214 554,706 560,253 571,458 582,887 594,545 606,436 618,564 

Expenses 
Vacancy Loss 5.0% 6 3.0% 26,755 27,022 27,292 27,565 27,841 17,039 17,379 17,727 18,082 18,443 
Management Fee 3.0% 1 3.0% 26,700 27,501 28,326 29,176 30,051 30,953 31,881 32,838 33,823 34,837 
Administration 3.0% 1 3.0% 76,039 78,320 80,670 83,090 85,583 88,150 90,795 93,518 96,324 99,214 
Project-paid Fuel 3.0% 6 3.0% 20,600 21,218 21,855 22,510 23,185 23,881 24,597 25,335 26,095 26,878 
Common Electricity 4.0% 6 3.0% 10,017 10,418 10,834 11,268 11,718 12,070 12,432 12,805 13,189 13,585 
Water and Sewer 5.0% 6 5.0% 23,582 24,761 25,999 27,299 28,664 30,097 31,602 33,182 34,841 36,583 
Operating and Maintenance 3.0% 1 3.0% 55,006 56,656 58,356 60,107 61,910 63,767 65,680 67,650 69,680 71,770 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT) 45,414 45,702 45,987 46,266 46,541 48,487 49,330 50,185 51,051 51,928 
Insurance 3.0% 1 3.0% 18,500 19,055 19,627 20,215 20,822 21,447 22,090 22,753 23,435 24,138 
Replacement Reserve 3.0% 1 3.0% 18,750 19,313 19,892 20,489 21,103 21,736 22,388 23,060 23,752 24,464 
Other: Service Coordinator (HUD) 2.0% 1 2.0% 39,063 39,844 40,641 41,454 42,283 43,129 43,991 44,871 45,769 46,684 
Other: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0 0  

Subtotal: Operating Expenses 
Debt Service 
Debt Service Part A 

360,425 

154,754 

369,810 

154,754 

379,478 

154,754 

389,439 

154,754 

399,702 

154,754 

400,755 

154,754 

412,167 

154,754 

423,925 

154,754 

436,041 

154,754 

448,526 

154,754 
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0 0 0 

Total Expenses 515,179 524,564 534,232 544,192 554,455 555,509 566,921 578,679 590,795 603,280 

Cash Flow/(Deficit) 181362 23,213 19,212 14,982 10,513 5,798 15,949 15,967 15,866 15,641 15,285 
Cash Flow Per Unit 464 384 300 210 116 319 319 317 313 306 
Debt Coverage Ratio on Part A Loan 1.15 1.12 1.10 1.07 1.04 1.10 1.10 1.10 1.10 1.10 
Debt Coverage Ratio on Conventional/Other Financing  N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Interest Rate on Reserves Average Cash Flow as % of Net Income 

Operating Deficit Reserve (ODR) Analaysis 
Maintained Debt Coverage Ratio (Hard Debt) 1.00 
Maintained Operating Reserve (No Hard Debt) 250 Initial Deposit 
Initial Balance 0 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 464 384 300 210 116 319 319 317 313 306 
Maintained Debt Coverage Ratio on Part A Loan 1.15 1.12 1.10 1.07 1.04 1.10 1.10 1.10 1.10 1.10 
Maintained Debt Coverage Ratio on Conventional/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 0 

Operating Assurance Reserve Analysis 171,726 
Required in Year: 1  Initital Deposit 

Initial Balance 171,726 171,726 176,878 182,184 187,650 193,279 199,078 205,050 211,202 217,538 224,064 
Interest Income 5,152 5,306 5,466 5,629 5,798 5,972 6,152 6,336 6,526 6,722 
Ending Balance 176,878 182,184 187,650 193,279 199,078 205,050 211,202 217,538 224,064 230,786 

Deferred Developer Fee Analysis 
Initial Balance 175,358 152,145 132,933 117,951 107,438 101,640 85,691 69,725 53,858 38,217 
Dev Fee Paid 23,213 19,212 14,982 10,513 5,798 15,949 15,967 15,866 15,641 15,285 
Ending Balance Repaid in y 0 152,145 132,933 117,951 107,438 101,640 85,691 69,725 53,858 38,217 22,933 

Mortgage Resource Fund Loan 

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 % of Cash Flow 0 0 0 0 0 0 0 0 0 0 
Annual Payment Due 50% 0 0 0 0 0 0 0 0 0 0 
Year End Balance 0 0 0 0 0 0 0 0 0 0 

In
fla

to
r 

Interest Rate on Subordinate Financing 3% Initial Balance 
0 0 0 0 0 0 0 0 0 0 0 Principal Amount of all MSHDA Soft Funds 

 



Cash Flow Projections 

250 Maintained Operating Reserve (No Hard Debt) 
1.00 Maintained Debt Coverage Ratio (Hard Debt) 

Initial Deposit 
0 

tia
l I
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11 12 13 14 15 16 17 18 19 20 

Income 
Annual Rental Income 1.0% 6 2.0% 627,068 639,610 652,402 665,450 678,759 692,334 706,181 720,305 734,711 749,405 
Annual Non-Rental Income 1.0% 6 2.0% 3,867 3,945 4,023 4,104 4,186 4,270 4,355 4,442 4,531 4,622 

Total Project Revenue  630,936 643,554 656,426 669,554 682,945 696,604 710,536 724,747 739,242 754,027 

Expenses 
Vacancy Loss 5.0% 6 3.0% 18,812 19,188 19,572 19,964 20,363 20,770 21,185 21,609 22,041 22,482 
Management Fee 3.0% 1 3.0% 35,883 36,959 38,068 39,210 40,386 41,598 42,846 44,131 45,455 46,819 
Administration 3.0% 1 3.0% 102,190 105,256 108,413 111,666 115,016 118,466 122,020 125,681 129,451 133,335 
Project-paid Fuel 3.0% 6 3.0% 27,685 28,515 29,371 30,252 31,159 32,094 33,057 34,049 35,070 36,122 
Common Electricity 4.0% 6 3.0% 13,992 14,412 14,845 15,290 15,749 16,221 16,708 17,209 17,725 18,257 
Water and Sewer 5.0% 6 5.0% 38,413 40,333 42,350 44,467 46,691 49,025 51,477 54,050 56,753 59,591 
Operating and Maintenance 3.0% 1 3.0% 73,923 76,141 78,425 80,778 83,202 85,698 88,268 90,917 93,644 96,453 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT) 52,817 53,716 54,626 55,548 56,480 57,422 58,375 59,339 60,312 61,295 
Insurance 3.0% 1 3.0% 24,862 25,608 26,377 27,168 27,983 28,822 29,687 30,578 31,495 32,440 
Replacement Reserve 3.0% 1 3.0% 25,198 25,954 26,733 27,535 28,361 29,212 30,088 30,991 31,921 32,878 
Other: Service Coordinator (HUD) 2.0% 1 2.0% 47,618 48,570 49,541 50,532 51,543 52,574 53,625 54,698 55,792 56,907 
Other: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0 0

Subtotal: Operating Expenses 
Debt Service 
Debt Service Part A 

461,393 474,654 488,321 502,409 516,932 531,902 547,337 563,251 579,659 596,580 

154,754 154,754 154,754 154,754 154,754 154,754 154,754 154,754 154,754 154,754 
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0 0 0 

Total Expenses 616,147 629,407 643,075 657,163 671,685 686,656 702,090 718,004 734,413 751,333 

Cash Flow/(Deficit) 181362 
Cash Flow Per Unit 
Debt Coverage Ratio on Part A Loan 
Debt Coverage Ratio on Conventional/Other Financing 

Interest Rate on Reserves 

14,789 14,147 13,351 12,391 11,260 9,948 8,446 6,743 4,829 2,694 
296 283 267 248 225 199 169 135 97 54 
1.10 1.09 1.09 1.08 1.07 1.06 1.05 1.04 1.03 1.02 
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Operating Deficit Reserve (ODR) Analaysis 

Initial Balance 
Total Annual Draw to achieve 1.0 DCR 
Total Annual Deposit to achieve Maintained DCR 
Total 1.0 DCR and Maintained DCR 

Interest 
Ending Balance at Maintained DCR 
Maintained Cash Flow Per Unit 
Maintained Debt Coverage Ratio on Part A Loan 
Maintained Debt Coverage Ratio on Conventional/Other 
Standard ODR 
Non-standard ODR 

Operating Assurance Reserve Analysis 
Required in Year: 1  

Initial Balance 
Interest Income 
Ending Balance 

Deferred Developer Fee Analysis 
Initial Balance 
Dev Fee Paid 
Ending Balance Repaid in y 0 

Mortgage Resource Fund Loan 

0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 

296 283 267 248 225 199 169 135 97 54 
1.10 1.09 1.09 1.08 1.07 1.06 1.05 1.04 1.03 1.02 
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

230,786 237,709 244,841 252,186 259,751 267,544 275,570 283,837 292,353 301,123 
6,924 7,131 7,345 7,566 7,793 8,026 8,267 8,515 8,771 9,034 

237,709 244,841 252,186 259,751 267,544 275,570 283,837 292,353 301,123 310,157 

22,933 8,144 0 0 0 0 0 0 0 0 
14,789 8,144 0 0 0 0 0 0 0 0 

8,144 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 % of Cash Flow 0 0 0 0 0 0 0 0 0 0 
Annual Payment Due 50% 0 0 0 0 0 0 0 0 0 0 
Year End Balance 0 0 0 0 0 0 0 0 0 0 

0 
0 

Initital Deposit 
171,726 

171,726 

3% 

tin
g 

in
 Y

r 

ur
e 

In
fla

to
r 

Interest Rate on Subordinate Financing 3% Initial Balance 
0 0 0 0 0 0 0 0 0 0 0 Principal Amount of all MSHDA Soft Funds 

 



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION DETERMINING MORTGAGE LOAN FEASIBILITY 
BRENTWOOD APARTMENTS, MSHDA DEVELOPMENT NO. 3856 

CITY OF BELDING, IONIA COUNTY 

July 30, 2020 

WHEREAS, Brentwood Non-Profit Housing Corporation is the owner of a development for low and 
moderate income persons located in the City of Belding, Ionia County, Michigan, known as 
Brentwood Apartments, MSHDA Development No. 3856 (the "housing project"); and 

WHEREAS, the housing project receives federal project-based rental assistance under the Section 
8 program; and 

WHEREAS, Hope Network Housing Development Corporation (a.k.a. Hope Network Affordable 
Independent Living Nonprofit Housing Corporation) (the "Applicant") desires to rehabilitate the 
housing project for an estimated total development cost of Seven Million Two Hundred Fifteen 
Thousand Eight Hundred Seventeen Dollars ($7,215,817); and 

WHEREAS, the Applicant has filed an Application for Mortgage Loan Feasibility with the Authority 
for a new tax-exempt bond mortgage loan in the maximum amount of Three Million Seven Hundred 
Fifty-Two Thousand and Two Hundred Twenty-Five Dollars ($3,752,225) (hereinafter referred to as 
the "Application") to finance the rehabilitation of the housing project, as described in the attached 
Mortgage Loan Feasibility/Commitment Staff Report dated July 30, 2020 (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 (the "Mortgagor") 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
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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 Four Million Four
Hundred Thirty Thousand Dollars ($4,430,000).

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 Staff Report 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 housing 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 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 Staff Report, which conditions are hereby incorporated by reference as if fully set forth herein.



(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;

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION AUTHORIZING MORTGAGE LOAN 
BRENTWOOD APARTMENTS, MSHDA DEVELOPMENT NO. 3856 

CITY OF BELDING, IONIA COUNTY 

July 30, 2020 

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 Hope Network 
Housing Development Corporation (a.k.a. Hope Network Affordable Independent Living Nonprofit 
Housing Corporation) (the "Applicant") for a construction mortgage loan in the amount of Three 
Million Seven Hundred Fifty-Two Thousand Two Hundred Twenty-Five Dollars ($3,752,225) and a 
permanent mortgage loan in the estimated amount of Two Million Nine Hundred Seventy-Four 
Thousand and Sixty-One Dollars ($2,974,061) (together, the "Mortgage Loan"), for the rehabilitation 
and permanent financing of a multifamily housing project having an estimated total development 
cost of Seven Million Two Hundred Fifteen Thousand Eight Hundred Seventeen  Dollars 
($7,215,817), to be known as Brentwood Apartments (the "housing project"), located in the City of 
Belding, Ionia County, Michigan, and to be owned by Brentwood Limited Dividend Housing Associa-
tion Limited Partnership (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 recommendation, has made 
determinations that: 
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(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;

(g) 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 the Mortgage Loan commitment 
hereinafter authorized to be issued to the Applicant and the Mortgagor. 

2. 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 Chief Financial Officer, the Deputy 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 a commitment for a Mortgage Loan 
for the rehabilitation financing of the proposed housing project in an amount not to exceed Three 
Million Seven Hundred Fifty-Two Thousand Two Hundred Twenty-Five  Dollars ($3,752,225), and 
permanent financing in an amount not to exceed Two Million Nine Hundred Seventy-Four Thousand 
and Sixty-One Dollars ($2,974,061) and to have a term of forty (40) years after amortization of 
principal commences.  The Mortgage Loan will bear interest at a rate of four and 25/100 percent 
(4.25%) 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 Four Million Four Hundred Thirty 
Thousand Dollars ($4,430,000).  

3. This 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 housing 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 Mortgage Loan 
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. Any Authorized Officer is also hereby authorized to substitute alternate funding 
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sources for or adjust the amounts of any of the subordinate loans described above, provided the 
total subordinate funding that is authorized herein does not increase. 

4. 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. 

5. 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 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 
development unfeasible. 

6. 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 as follows: 

(a) So long as the Housing Assistance Payments Contract or any other federal subsidy
is in effect, the rate of return shall be ten percent (10%) of the Mortgagor's equity, as
determined by the Authority, unless a higher rate of return is allowed and approved
by HUD, but not to exceed twelve percent (12%).

(b) Following the expiration or termination of the Housing Assistance Payments
Contract or any other federal subsidy, the rate of return shall be twenty-five percent
(25%) of the Mortgagor's equity, as determined by the Authority.

(c) The Mortgagor's return on equity shall be fully cumulative.

7. The Mortgage Loan shall be subject to, and the Mortgage Loan Commitment shall
contain, the conditions set forth in the Staff Report dated July 30, 2020, which conditions are hereby 
incorporated by reference as if fully set forth herein. 



M E M O R A N D U M

TO:  Authority Members 

FROM: Gary Heidel, Acting Executive Director 

DATE: July 30, 2020 

RE: Greenbriar Apartments, Development No. 3852 

RECOMMENDATION: 

I 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 mortgage loans in the amounts set forth in this memorandum, 3) 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 memorandum. 

PROJECT SUMMARY: 

MSHDA No:  3852 
Development Name: Greenbriar Apartments 
Development Location: City of Greenville, Montcalm County 
Sponsor: Hope Network Housing Development 

Corporation (a.k.a. Hope Network 
Affordable Independent Living 
Nonprofit Housing Corporation) 

Mortgagor:  Wellington Limited Dividend Housing 
Association Limited Partnership 

Number of Units: 
Occupancy Rate: 

40 affordable units 
100% 

Total Development Cost: $6,207,641 
TE Bond Construction Loan: $3,227,973 
TE Bond Permanent Loan: $2,513,788 
MSHDA Gap Funds (HOME Loan): $324,973 
Other Funds: $1,458,236 Low-Income Housing Tax 

Credit (“LIHTC”) Equity; $201,200 
Income from Operations; $475,000 
Transferred Reserves; $1,065,000 



Sponsor Loan; $169,444 Deferred 
Developer Fee 

EXECUTIVE SUMMARY: 

Greenbriar Apartments is an existing New-Regulation Section 8 development constructed in 1973 
and located at 1112 Wellington Street in the rural community of the City of Greenville (the 
“Development”). The Development contains 24 apartments in 3 two-story buildings, 16 
townhouses in 2 two-story buildings, a maintenance garage, and a playground.  Currently, 1 one-
bedroom apartment is being used as the leasing office; this unit will be returned to residential use 
upon preservation.  The rehabilitation plans call for the construction of a community building which 
will contain the leasing office and community space. 

Originally financed with a United States Department of Housing and Urban Development (“HUD”) 
Section 236 mortgage (the Section “236 Mortgage”) in 1973, Wellington Court Non-Profit Housing 
Corporation (Hope Network is the sole member) acquired the property in 1996 through the Low-
Income Housing Preservation and Home Ownership Act (“LIHPRHA”). The Section 236 Mortgage 
loan was repaid, after fully amortizing in 2014, and the mortgage was discharged.  There is 
currently no debt on the property.  The LIHPRHA Use Agreement and sections of the Section 236 
Regulatory Agreement are still in place. 

The current Housing Assistance Payment (“HAP”) contract commenced on June 1, 2010 and has 
a 20-year term. At initial closing, the current HAP contract will be terminated, and a new HAP 
contract will be executed.  The new HAP contract will be for 30 years:  a 20-year “renewal” term 
plus the 10 years left on the current HAP contract.  As part of this process, the underwritten rents 
will need to be approved by HUD. 

The Sponsor is in good standing with the Authority, and I am recommending Board approval for 
the following reasons: 

• The Development will continue to provide a deep rental subsidy to tenants, thereby
ensuring affordability into the future.

• Authority financing of this Development presents minimal risk to the Authority due to
additional resources which will ensure the long-term viability of the Development.

ADVANCING THE AUTHORITY’S MISSON: 

• The financing for the preservation of this Development enables improvements to the
property, thereby extending its effective use and improving the lives of residents as well
as the broader community.

• The Sponsor is investing its own resources to the Development in the form of a Sponsor
Loan.

• A new HAP contract will be executed to continue to provide rental support.

MUNICIPAL SUPPORT: 

• The City of Greenville has authorized and approved an annual payment in lieu of taxes
(“PILOT”) to the development.

COMMUNITY IMPACT: 

• The Development’s affordability will be extended for up to 50 years for all units.



RESIDENT IMPACT: 

• No residents will be displaced as a result of this preservation.
• No residents will experience a rent increase as a result of this preservation.

ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:  

The Development is located in a rural community and is one of the proposals eligible to receive 
funding under the eleventh funding round of the Authority’s Gap Financing Program. The 
Development is underwritten at budget-based rents that include a half-time service coordinator. 
All 40 units are covered by a Housing Assistance Payments contract.  These rents must be 
approved by HUD prior to closing.  

The Sponsor is providing a loan to the project of $1,065,000 to be used as a source, which 
significantly reduces the amount of gap funding required to balance this proposal.   



MORTGAGE LOAN FEASIBILITY/COMMITMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

I recommend that the Michigan State Housing Development Authority (“MSHDA” or the “Authority”) 
adopt resolutions that 1) determine Mortgage Loan Feasibility as to the following proposal, 2) 
authorize a tax-exempt bond mortgage loan in the amount 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 with respect to this development, subject to the terms and conditions set forth in 
this report. 

MSHDA No.: 3852 
Development Name: Greenbriar Apartments 
Development Location: City of Greenville, Montcalm County 
Sponsor: Hope Network Housing Development Corporation (a.k.a. Hope 

Network Affordable Independent Living Nonprofit Housing 
Corporation) 

Mortgagor: Wellington Limited Dividend Housing Association Limited 
Partnership 

TE Bond Construction Loan: $3,227,973 (52% of TDC) 
TE Bond Permanent Loan: $2,513,788 
MSHDA HOME Loan: $324,973 
Total Development Cost: $6,207,641 
Mortgage Term: 40 years for the tax-exempt bond loan; 50 years for the HOME 

loan 
Interest Rate:  4.25% for the tax-exempt bond loan; 1% simple interest for the 

HOME loan 
Program: Tax-Exempt Bond and Gap Financing Programs 
Number of Units: 40 family units of rehabilitation 
Unit Configuration: 8 one-bedroom apartments, 16 two-bedroom apartments, 8 

two-bedroom townhouses, 8 three-bedroom townhouses, and 
a maintenance garage 

Builder: Rockford Construction 
Syndicator: Cinnaire 
Date Application Received: November 15, 2019 
HDO: JT Johnston 

Issuance of the Authority's Mortgage Loan Commitment is subject to fulfillment of all Authority 
processing and review requirements and obtaining all necessary staff approvals as required by the 
Authority's underwriting standards. 
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Greenbriar Apartments, MSHDA No. 3852 

City of Greenville, Montcalm County 
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ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

Greenbriar Apartments (the “Development”) is located in a rural community and is one of the 
proposals eligible to receive funding under the eleventh funding round of the Authority’s Gap 
Financing Program. Greenbriar Apartments is underwritten at budget-based rents that include a 
half-time service coordinator. All 40 units are covered by a Housing Assistance Payments (“HAP”) 
contract. These rents must be approved by HUD prior to closing. See Standard Condition No. 26. 

The sponsor is providing a loan to the project of $1,065,000 to be used as a source, which 
significantly reduces the amount of gap funding required to balance this proposal. 

EXECUTIVE SUMMARY: 

Greenbriar Apartments is an existing New-Regulation Section 8 development constructed in 1973 
and located at 1112 Wellington Street in the rural community of the City of Greenville. Greenbriar 
Apartments contains 24 apartments in three two-story buildings, 16 townhouses in 2 two-story 
buildings, a maintenance garage, and playground. Currently, 1 one-bedroom apartment is being 
used as the leasing office; this unit will be returned to residential use upon preservation. 
Rehabilitation plans call for the construction of a community building which will contain the leasing 
office and community space. 

Originally financed with a United States Department of Housing and Urban Development (“HUD”) 
Section 236 mortgage in 1973. Wellington Court Non-Profit Housing Corporation (Hope Network is 
the sole member) acquired the property in 1996 through the Low-Income Housing Preservation and 
Home Ownership Act (“LIHPRHA”) and the 236 mortgage was repaid after fully amortizing in 2014 
and the mortgage was discharged. There is currently no debt on the property. The LIHPRHA Use 
Agreement and sections of the Section 236 Regulatory Agreement are still in place. 

The current HAP contract commenced on June 1, 2010 and has a 20-year term. At initial closing, 
the current HAP contract will be terminated, and a new contract executed. The new HAP contract 
will be for 30 years: a 20-year renewal plus the 10 years left on the current contract. As part of this 
new contract, the underwritten rents will need to be approved by HUD. 

Structure of the Transaction and Funding: 

There are several elements to this transaction that are common to preservation transactions: 

• A tax-exempt bond construction loan and a permanent mortgage loan will be provided by
the Authority (the “Mortgage Loan”). The construction loan will be in the amount of
$3,227,973 at 4.25% interest with a 15-month term (a 9-month construction term and a 6-
month holding period), which will be used to bridge an extended equity pay-in period.
Interest only payments will be required under the construction loan. The amount by which
the construction loan exceeds the permanent loan will be due on the first day of the month
following the month in which the 15-month construction loan term expires or such later date
determined by an Authorized Officer of the Authority (the “Permanent Financing Date”).

• A permanent loan will be provided by the Authority in the amount of $2,513,788. The
permanent loan is based upon the current rents, less vacancy loss, payments to reserves
and escrows, operating costs based on historical data unless modified by project
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improvements and construction and soft costs at levels appropriate for this specific 
transaction. The permanent loan includes a 1.15 debt service coverage ratio, an annual 
interest rate of 4.25%, 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. 

• A subordinate loan using HOME funds (the “HOME Loan”) in the amount of $324,973 will be
provided at 1% simple interest with payments initially deferred. The HOME Loan will be in
Second Position.

• The Sponsor is providing a loan in the amount of $1,065,000. See Special Condition No. 2.

• Equity support comes from an investment related to the 4% Low-Income Housing Tax
“LIHTC”) in the estimated amount of $1,458,236.

• The HAP contract will, subject to HUD approval, be executed with the Mortgagor and will
continue to provide deep subsidy rental assistance for all the assisted units.

• 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 rehabilitation period in the amount
of $201,200.

• The Sponsor has agreed to defer $169,444 of the developer fee to help fill the remaining
funding gap.

• An amount equal to one month’s gross rent potential will be funded in the Development’s
operating account.

• An operating assurance reserve (“OAR”) 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 operating
needs. This reserve will be held by the Authority.

• The Development will be renovated, and a new replacement reserve requirement imposed,
which is based upon the completed 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.

• Replacement Reserve escrow proceeds in the amount identified in the attached proforma
will be transferred from the existing project to the new project to use as a source of funding.

• Tax and 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.

• A syndicator reserve in the amount of $60,289 is required by the equity investor for
additional operating reserves. This reserve will be held and controlled pursuant to the terms
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of the Mortgagor’s Amended and Restated Limited Partnership Agreement. See Special 
Condition No. 3. 

Scope of Rehabilitation: 

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

• Crack fill, sealcoat, and stripe parking lot
• Construct a community building with leasing office and ADA compliant restrooms
• Repair sidewalks and install a new patio and sidewalk around the community building
• Install bike parking rack
• Install new LED lighting in the parking area
• Install new HVAC, doors, and roofing on the maintenance garage
• Install new central fire alarm panels at both apartment buildings
• Install intercom panels at building entries and security camera
• Install new entry and storm doors on townhouse units
• Install fire rated entry doors on apartments
• Install new vinyl siding
• Tuck point masonry, as needed
• Install additional insulation in attics
• Repaint common areas and unit interiors
• Install new common area flooring
• Replace kitchen cabinetry, flooring, appliances, and fixtures
• Replace some bathroom cabinetry, toilets flooring, and fixtures
• Replace unit entry and interior doors
• Replace living area floorings
• Repaint unit interiors
• Replace three remaining unit furnaces
• Install programmable thermostats
• Replace some hot water heaters
• Install A/C in each unit
• Update or replace in unit electrical
• Install LED light fixtures
• Install new smoke and carbon monoxide detectors

Affordability Requirements: 

The 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 60% of the Multifamily Tax 
Subsidy Project (“MTSP”) area median income (“AMI”). The number of restricted units is controlled 
by the number of eligible households in place at closing, estimated to be 100% of the units. 

Protections for Existing Residents: 

The preservation and renovation of the Development will not result in a rent increase for the existing 
tenants. There will be no tenant displacement as a result of this transaction. 
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Site Selection: 

The Development is located in a residential area on Wellington Street east off South Edgewood 
Street in the City of Greenville. The site has a walk score of 0, which means that it is car 
dependent. The site meets the Authority’s Site Selection Criteria and is acceptable. 

Market Evaluation: 

The unit mix, rent levels, and amenity package have been approved by the Manager of the Office of 
Market Research, Rental Development. 

Valuation of the Property: 

An appraisal dated October 28, 2019, estimates the value at $1,290,000. 

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 (iii) such other date as 
may be specified herein, the new Mortgagor, 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, as determined by the Authority, payments are limited to 10% of the
Mortgagor's equity, or any other amount approved by HUD, but not to exceed 12%.
Following expiration of the HAP Contract, the Mortgagor’s rate of return shall not exceed
25% per annum. For purposes of distributions, the Mortgagor's equity will be the sum of (i)
the LIHTC equity; (ii) 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, unless HUD or other federal regulations require a different calculation. All
such payments shall be referred to as "Limited Dividend Payments.” The Mortgagor's return
shall be fully cumulative.

2. Income Limits:

The income limitations for 40 units of this proposal are as follows:

a. 4 units have been designated as Low-HOME units and during the Period of
Affordability required under the HOME program (15 years) must be available for
occupancy by households whose incomes do not exceed 50% of the HOME
published area median income as determined by HUD, adjusted for family size.

b. 40 units (8 one-bedroom apartments, 16 two-bedroom apartments, 8 two-bedroom
townhouses, and 8 three-bedroom townhouses) must be occupied or available for
occupancy by households whose incomes do not exceed the income limits in the
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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. 

c. 40 units (8 one-bedroom units, 24 two-bedroom units, and 8 three-bedroom units)
must be available for occupancy by households whose incomes do not exceed 60%
MTSP income limits, adjusted for family size, 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 (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 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. 

3. Limitations on Rental Rates:

The Total Housing Expense (contract rent plus tenant-paid utilities), for forty (40) units, is
subject to the following limitations:

a. During the Period of Affordability required under the HOME program (15 years), the
Total Housing Expense for the 4 Low-HOME units may not exceed the “Low-HOME
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 HAP-assisted units (8 one-bedroom apartments, 16 two- 
bedroom apartments, 8 two-bedroom townhouses, and 8 three-bedroom
townhouses) (“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 all 40 units (8 one-bedroom units, 2 two-bedroom
units, 8 three-bedroom units), may not exceed 1/12th 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.

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 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. 
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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. 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 utility 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 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.

5. Restriction on Prepayment and Subsequent Use:

The Mortgage Loan is eligible for prepayment after the expiration of 15 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 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

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 
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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 
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 federal affordability and compliance 
requirements. 

6. Operating Assurance Reserve:

At Initial Closing, the Mortgagor shall fund an OAR in the amount equal to 4 months of
estimated Development operating expenses (estimated to be $142,816). 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.

7. Replacement Reserve:

At Initial Closing, the Mortgagor must establish a replacement reserve fund (“Replacement
Reserve”) with an initial deposit in an amount of $9,575 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 $375 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 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 5 years, or upon any frequency, as determined
necessary by the Authority.

9. One Month’s Gross Rent Potential:

At Initial Closing, the Mortgagor shall deposit an amount equal to one month’s gross rent
potential ($37,064) into the Development’s operating account.

10. Authority Subordinate Loan:

At Initial Closing, the Mortgagor must enter into agreements relating to the HOME Loan.
The HOME Loan will be secured by a subordinate mortgage and will bear simple interest at
1% with a 50-year term. No payments on the HOME Loan will be required until the earlier of



Mortgage Feasibility/Commitment Staff Report 
Greenbriar Apartments, MSHDA No. 3852 

City of Greenville, Montcalm County 
July 30, 2020 

Page 9 of 19 

(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 13th 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 13th year 
following the date that Mortgage Loan amortization commences, repayment of the HOME 
Loan will be made from 50% of any surplus cash available for distribution (“Surplus Funds”). 
Such payments shall be applied first to accrued interest, then to current interest and 
principal and shall continue until the sale of the Development or refinancing of the Mortgage 
Loan, at which time the HOME Loan shall be due in full. 

If the HOME Loan is still outstanding, then following repayment of the Mortgage Loan and 
continuing on the first day of every month thereafter, the Mortgagor shall make monthly 
payments of principal and interest equal to the monthly payments that were required on the 
Mortgage Loan on the first day of every month until the HOME Loan is paid in full, sale of 
the Development or the date that is 50 years from date of Initial Closing, whichever occurs 
first. The entire principal balance and any accrued interest of the HOME Loan will be due 
and payable after 50 years from date of Initial Closing. Notwithstanding the foregoing, in the 
event of any sale or refinance of the Development, the HOME Loan will be due and payable 
at that time. 

11. 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 submit AIA Document
A305 as required by the Authority’s Chief Architect.

12. Owner/Architect 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.

13. Trade Payment Breakdown:

Prior to Mortgage Loan Commitment, the general contractor must submit a signed Trade
Payment Breakdown acceptable to the Authority’s Design and Construction Manager.

14. 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.
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15. Equal Opportunity 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.

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.

16. 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).

17. 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 Environmental
Review Officer.

At Initial Closing, the Mortgagor 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.

18. Title Insurance Commitment and Survey:

Prior to Mortgage Loan Commitment, the Mortgagor must provide an updated title insurance
commitment, including zoning, pending disbursement, 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 insurance acceptable to the
Authority’s Director of Legal Affairs.

Additionally, prior to Mortgage Loan Commitment, the Mortgagor must provide a surveyor’s
certificate of facts together with an ALTA survey certified to the 2016 minimum standards,
and that 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.

19. Organizational Documents/Equity Pay-In Schedule:

Prior to Mortgage Loan Commitment, the Mortgagor must submit a substantially final form
syndication partnership agreement, including an equity pay-in schedule, that is acceptable
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 installment of equity must be paid in an amount approved by 
the Director of Development. 

20. Designation of Authority Funds:

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

21. Management & Marketing:

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. Management Agreement
b. Marketing/Construction Transition Plan

22. Guaranties:

At Initial Closing, the Sponsor, General Partner, and any entity receiving a developer fee in
connection with the Development 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.

23. Financial Statements:

Prior to Mortgage Loan Commitment, 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 6 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. 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.
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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. 

26. Section 8 Required 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 Section 8 Program and all other Authority rules, guidelines, and
procedures as required under the Regulatory Agreement.

27. Housing Assistance Payment Contract:

At Initial Closing, the Mortgagor must execute a new Housing Assistance Payment (“HAP”)
Contract and must enter into an agreement to apply for and accept any HAP or other HUD
subsidy extensions available in the future, subject to Authority approval.

28. HUD Authority to Use Grant Funds:

Prior to Mortgage Loan Commitment, the Authority must receive HUD’s Authority to Use
Grant Funds (HUD 7015.16) in connection with the proposed HOME Loan from the
Authority or confirmation that the Development is categorically excluded from NEPA review.

29. HUD Subsidy Layering Review:
Prior to Initial Closing, 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.

30. Application 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 Director
of Development.

31. 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. 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.
This documentation must be found acceptable by the Authority’s Director of Development.
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Special Conditions: 

1. Legal Requirements:

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

• Prior to Initial Closing, the Mortgagor must submit a copy of the applicable Flood
Insurance Policy that meets Authority insurance requirements.

• 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.

• 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. Sponsor Loan:

Prior to Mortgage Loan Commitment, the Mortgagor must submit substantially final
documents evidencing the Sponsor loan acceptable to the Authority’s Director of Legal
Affairs and Director of Development. The Sponsor loan must:

a) not be secured by a lien on the Development or any of the Development’s
property, funds or assets of any kind;

b) be payable solely from approved Limited Dividend payments, and not from other
development funds;

c) be expressly subordinate to all Authority mortgage loans; and
d) have a loan term exceeding the term of all Authority mortgage loans.

At or prior to Initial Closing, the final, executed Sponsor loan documents must become 
effective and initial funding of the loan must be made in an amount approved by the Director 
of Development. 

3. Syndicator Reserve:

The Mortgagor shall fund a syndicator held reserve (“Syndicator Reserve”) with a one-time
deposit in the amount of $60,289 paid from equity proceeds according to the terms of the
Mortgagor’s limited partnership agreement. The Syndicator Reserve shall be controlled by
the syndicator. The purpose of this reserve will be to fund any additional operating reserve
needs.

DEVELOPMENT TEAM AND SITE INFORMATION 

I. MORTGAGOR: Wellington Limited Dividend Housing Association Limited Partnership 

II. GUARANTOR(S):

A. Guarantor #1:
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Name: Hope Network Housing Development Corporation 
Address: 3075 Orchard Vista Drive, SE 

Grand Rapids, MI 49546 

III. DEVELOPMENT TEAM ANALYSIS:

A. Sponsor:

Name: Hope Network Housing Development Corporation 
Address: 3075 Orchard Vista Drive, SE 

Grand Rapids, MI 49546 

Individuals Assigned: Phillip W. Weaver, President/CEO (signatory) 
Anthony J. Barker 

Telephone: 616-301-8000 (P. Weaver)
Telephone: 248-318-8403 or 313-720-8524 (A. Barker)
E-mail: Pweaver@Hopenetwork.org

abarker@hopenetwork.org

1. Experience: The Sponsor does not have experience working on Authority- 
financed developments; however, the sponsor has received awards of 9%
LIHTCs.

2. Interest in the Mortgagor and Members:

Greenbriar General Partner, LLC - 0.01%
Investor Limited Partner (name to be determined) – 99.99%

B. Architect:

Name: DeStigter Architecture & Planning 
Address: 18 Goodrich Street, SW 

Grand Rapids, MI 49503 

Individual Assigned: Kim DeStigter, AIA 
Telephone: 616-458-5620
Fax: 
E-Mail: kim@destigterarchitecture.com 

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

2. Architect's License: License number 1301031178, exp. 10/31/2021.

C. Attorney:

mailto:Pweaver@Hopenetwork.org
mailto:abarker@hopenetwork.org
mailto:kim@destigterarchitecture.com
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Name: Warner Norcross + Judd LLP 
Address: One Michigan Avenue Building 

120 North Washington Square, Suite 410 
Lansing, MI 48933 

Individual Assigned: Tracey L. Lackman 
Telephone: 517-679-7434
E-Mail: tlackman@wnj.com

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

D. Builder:

Name: Rockford Construction Company 
Address: 601 First Street, NW 

Grand Rapids, MI 49504 

Individual Assigned: Adam Jones 
Telephone: 616-285-6933
Fax: 
E-mail: ajones@rockfordconstruction.com 

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

2. State Licensing Board Registration: Rockford Construction Company,
License number 2102203369, with an expiration date of 05/31/2021, Michael
R. Vangessel, Qualifying Officer.

E. Management and Marketing Agent:

Name: KMG Prestige, Inc. 
Address: 23332 Orchard Lake Road, Suite F 

Farmington Hills, MI 48336 

Individual Assigned: Paul Spencer 
Telephone: 248-228-8807
Fax: 989-953-4886
E-mail: pspencer@kmgprestige.com

1. Experience: This firm has significant experience managing Authority- 
financed developments.

F. Consultant:

mailto:tlackman@wnj.com
mailto:ajones@rockfordconstruction.com
mailto:pspencer@kmgprestige.com
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Name: Scheuren & Associates, LLC 
Address: 1006 Lantern Hill Drive 

East Lansing, MI 48823 

Individual Assigned: Gary Scheuren 
Telephone: 517-582-5192
Fax: 
E-mail: gary.scheuren@gmail.com 

F. Development Team Recommendation: The development team is acceptable.

IV. SITE DATA:

A. Land Control/Purchase Price:
Option Agreement by Wellington Court Non-Profit Housing Corporation (“Seller”)
and Wellington Limited Dividend Housing Association Limited Partnership (“Buyer”)
for $1,190,000, entered into on March 15, 2019, and expiring on December 31,
2019, with an Option Agreement Amendment executed on November 6, 2019
providing for an extension expiring July 31, 2020, and the availability of another
extension expiring on December 31, 2020.

B. Site Location:
The site is located at 1112 Wellington Street, City of Greenville, Montcalm County.

C. Size of Site:
3.57 +/- acres.

D. Density:
Appropriate for its use.

E. Physical Description:

1. Present Use: Multi-family residential

2. Existing Structures: Two three-story buildings, two two-story buildings, and one
and a maintenance building

3. Relocation Requirements: None

F. Zoning:
R-3, Multi-family residential

G. Contiguous Land Use:

1. North: Single-family residential 

2. South: Vacant wooded 

mailto:gary.scheuren@gmail.com
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3. East: Vacant wooded, farmland 

4. West: Single-family residential 

H. Tax Information:
The Development has a PILOT from the City of Greenville

I. Utilities:

1. Gas: DTE Energy 
2. Electric: Consumers Energy 
3. Water & Sewer: City of Greenville 

J. Community Facilities:

1. Shopping:
Meijer is located approximately 3 miles east northwest of the site, Dollar
Tree and Daily Deals are also located approximately 3 miles west northwest
of the site along with a JC Penney and various additional retail shops, and a
health food store is located approximately 2 miles north northwest of the site
in downtown Greenville. Walmart is located nearly 4 miles northwest of the
site. Four pharmacies are within 2.5 miles of the site.

2. Recreation:
Alan G. Davis Park and the Danish Kingdom Playground are located
approximately 1.5 miles to the north and the Flat River State Game Area is a
3.5 mile drive to the south of the site. The Flat River Community Library is
located in downtown Greenville, approximately 1.7 miles to the northwest.
The Fred Meijer Flat River Trail runs north and south and is located just to
the southwest of the site.

3. Public Transportation:
Greenville Transportation System provides dial-a-ride public transportation
Monday through Saturday.

4. Road Systems
M-57 is approximately 1 mile north of the site and M-91 is approximately 1
mile to the west.

5. Medical Services and other Nearby Amenities:
Spectrum Health is approximately 3 miles northwest of the site on M-57;
numerous other medical and dental services are also located on and around
M-57.

6. Description of Surrounding Neighborhood:
Residential and predominantly single-family residential.

7. Local Community Expenditures Apparent:
None.

8. Indication of Local Support:
The Development has a PILOT from the City of Greenville.

V. ENVIRONMENTAL FACTORS:

A satisfactory Phase I Environmental Site Assessment was submitted to the Authority (See
Standard Condition No. 17).
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VI. 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 Authority’s Chief
Architect.

VII. 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, rental structure, and unit amenities.

VIII. EQUAL OPPORTUNITY AND FAIR HOUSING:

The contractor's Equal Employment Opportunity Plan is currently being reviewed and must
be approved by the Authority’s Design and Construction Manager prior to initial closing.
The management and marketing agent's Affirmative Fair Housing Marketing Plan has been
approved.

IX. MANAGEMENT AND MARKETING:

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

X. 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.

XI. DEVELOPMENT SCHEDULING:

A. Mortgage Loan Commitment: July 2020 
B. Initial Closing and Disbursement: October 2020 
C. Construction Completion: January 2022 
D. Cut-Off Date: July 2022 

XII. ATTACHMENTS:

A. Development Proforma
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Other: 
Other: 

100% 
100% 
100% 
100% 
100% 

0 0 0% 

100% 
100% 
100% 
100% 
100% 

100% 
100% 

0
0

0
0

0% 
0% 

0
0
0
0
0
0
0

0
0
0
0
0
0
0

0% 
0% 
0% 
0% 
0% 
0% 
0% 

100.00% 

3.08% 
3.08% 

Acquisition Credit % 
Rehab/New Const Credit % 
Qualified Percentage 
QCT/DDA Basis Boost 
Historic? 

Eligible Basis for LIHTC/TCAP 
Acquisition 1,144,500 
Construction 4,018,346 

37,064 
0
0 
0 

%
 in

 

Premium/(Deficit) vs Existing Debt 1,190,000 

Value As of: October 31, 2019 

Development Greenbriar 
Financing Tax Exempt 

MSHDA No. 3852 
Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

 Included in   Included in  Included in Included in  

TOTAL DEVELOPMENT COSTS Per Unit Total 
Tax Credit 

Basis  
Historic TC  

Basis Per Unit Total 
Tax Credit 

Basis  
Historic TC 

Basis  

Acquisition Project Reserves 
Land 2,625 
Existing Buildings 27,125 
 Other: 0 

Subtotal 29,750 
Construction/Rehabilitation 

Off Site Improvements 0 
On-site Improvements 1,462 
Landscaping and Irrigation 265 
Structures 49,469 
Community Building and/or Maintenance Facility 4,625 
Construction not in Tax Credit basis (i.e.Carports and Commercial Space) 0 

1,190,000 

0% 0 0 
    100%   1,085,000 0  

0% 0 0 

0 0 
58,472 0 
10,608 10,608 

1,978,753    1,978,753 
185,007 185,007 

Operating Assurance Reserv 4.0 months 
Replacement Reserve 
Operating Deficit Reserve 
Rent Subsidy Reserve 
Syndicator Held Reserve 
Rent Lag Escrow 
Tax and Insurance Escrows 

Miscellaneous 

Funded in Cas 
Required 
Not Required 

Subtotal 

3,570 142,816 
9,575 382,997 

0 0 
0 

1,507 
0 
0 0 
0 
0 

14,653 586,102 

General Requirements % of Contract 6.00% 
Builder Overhead % of Contract 2.00% 
Builder Profit % of Contract 6.00% 
Permits, Bond Premium, Tap Fees, Cost Cert. 

3,349 
1,183 
3,621 

780 

133,970 133,970 
47,336 47,336 

144,849 144,849 
31,205 31,205 

Required 927 
0 
0 0 0 
0 0 0 

 Other: 
Subtotal 

0 
64,755 

0 0 Subtotal 927 37,064 

Professional Fees 
Design Architect Fees 
Supervisory Architect Fees 
Engineering/Survey 
Legal Fees 

15% of acquisition and $15,000/unit test: Total Acquisition Costs 29,750 1,190,000 
Total Construction Hard Costs 64,755 2,590,200 

113,968 113,968 Total Non-Construction ("Soft") Costs 43,340 1,733,581 
28,492 28,492 
10,000 10,000 Developer Overhead and Fee 
75,000 75,000      100% 693,860 693,860 

Interim Construction Costs 
Subtotal 6,312 252,460 

LIHTC Historic 
Property & Causalty Insurance 418 16,738  16,738 16,738  Basis Basis 
Construction Loan Interest 
Title Work 
Construction Taxes 
 Other: 

Permanent Financing 
Subtotal 

3,392 135,696 
300 12,000 

1,219 48,767 
0 

5,330 213,200 

88,202 88,202 Total Development Cost 155,191 6,207,641 5,162,846 3,977,374 
12,000 0  
48,767 48,767 TOTAL DEVELOPMENT SOURCES % of TDC 

0 0 MSHDA Permanent Mortgage 40.50% 62,845 2,513,788 Gap to 
Conventional/Other Mortgage  0.00% 0 0 Hard Debt 
Equity Contribution from Tax Credit Syndication 23.49% 36,456 1,458,236  # of Units  Ratio  

Loan Commitment Fee to MSHDA 2%  
 Other: 

Subtotal 1,776 71,059 
Other Costs (In Basis) 

Application Fee 50 
Market Study 163 
Environmental Studies 750 
Cost Certification 250 
Equipment and Furnishings 750 
Temporary Tenant Relocation 2,375 
Construction Contingency 6,476 
Appraisal and C.N.A. 200 
 Other: 0 

Subtotal 11,013 440,520 

2,000 2,000 
6,500 6,500 

30,000 30,000 
10,000 10,000 
30,000 0  

55,100 55,100 
259,020 259,020 

8,000 8,000 
0 0 

MSHDA NSP Funds 0.00% 0 
MSHDA HOME or Housing Trust Funds 5.24% 8,124 
Mortgage Resource Funds 0.00% 0 
Other MSHDA: 0.00% 0 
Local HOME 0.00% 0 
Income from Operations 3.24% 5,030 
Other Equity 0.00% 0 
Transferred Reserves: 7.65% 11,875 
Other: Sponsor Loan 17.16% 26,625 
Other: 0.00% 0 
Deferred Developer Fee 2.73% 4,236 
Total Permanent Sources 

201,200 

6,207,641 

0.00 12.93% 
4.00 

Deferred 
 Dev Fee  
24.42% 

Other Costs (NOT In Basis) 
Start-up and Organization 1,188 47,500 
Tax Credit Fees (based on 2017 QAP) 11,676  Within Range 292 11,676 
Compliance Monitoring Fee (based on 2017 QAP) 475 19,000 
Marketing Expense 0 
Syndication Legal Fees 1,375 55,000 
Rent Up Allowance months 0 0 
 Other: 0 

Subtotal 3,329 133,176 

   

 

Override 

MSHDA Construction Loan 52.00% 80,699 3,227,973 
Construction Loan Rate 4.250%  
Repaid from equity prior to final closing 714,185 

Value of LIHTC/TCAP 
Acquisition 35,251 
Construction 123,765 
Total Yr Credit 159,016 
Equity Price $0.9170 
Equity Effective Price $0.9171 

100% Equity Contribution 1,458,028 
No 

Initial Owner's Equity Calculation 
Equity Contribution from Tax Credit Syndication 1,458,236 
Brownfield Equity 
Historic Tax Credit Equity 
General Partner Capital Contributions 
Other Equity Sources 

 
New Owner's Equity 1,458,236 

Within Range  

01st Mortgage Balance 
Subordinate Mortgage(s) 
Subordinate Mortgage(s) 
Subordinate Mortgage(s) 

105,000 
1,085,000 

0 
1,190,000 

Attributed to Land 
Attributed to Existing Structure 
Other: 
Fixed Price to Seller 

As 
 

Summary of Acquisition Price 

0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 

0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0

 Deposit to Development Operating Account (1MGRP 
Other (Not in Basis): 
Other (In Basis): 
Other (In Basis): 

0
0

0
0

0% 
0% 

1,776 
0 

71,059 

475,000 
1,065,000 

169,444 

Existing Reserve Analysi 
DCE Interest: 
Insurance: 
Taxes: 
Rep. Reserv 475,000 
ORC: 
DCE Principal: 
Other: 

135696 Override 

0 
Balanced Sources Equal Uses? 

Surplus/(Gap) 

Instructions 

1,458,236 
Override 

0 
60,289 

0 

Construction Contract 
Holding Period (50% Test) 
Construction Loan Period 

Month
 

Construction Loan Term 

Override 

2,590,200 
met 

58,472 
10,608 

1,978,753 
185,007 

133,970 
47,336 

144,849 
31,205 

2,000 
6,500 

30,000 
10,000 
30,000 
95,000 

259,020 
8,000 

105,000 
1,085,000 

1,290,000 
0 

1,190,000 
100,000 

Appraised Value 
"Encumbered As-Is" value as determined by appraisal: 
Plus 5% of Appraised Value: 
LESS Fixed Price to the Seller: 
Surplus/(Gap) 

100% 
100% 
100% 
100% 
100% 
58% 

100% 
100% 
100% 

324,973 

100% 
65% 

100% 
100% 
100% 

100% 
100% 
100% 
75% 

Within Range 
Within Range 
Within Range 

%
 in

 

2,849 113,968 
712 28,492 
250 10,000 

2,500 100,000 Maximum 693,860 17,346 693,860 
7.5% 
15% 

of  Acquisition/Project Reserves 
of All Other Development Costs 

Override 5% Attribution Test 
met 

9
6

15 



 

 

Greenbriar 
Tax Exempt 
3852 

Development 
Financing 

MSHDA No. 

 
 

Mortgage Assumptions: 
 

  
Total Expenses 66.43% 7,441 297,644 

Base Net Operating Income 
Part A Mortgage Payment 

 
29.19% 

3,761 
3,270 

150,424 
130,804 

Override 
 

Part A Mortgage 
Non MSHDA Financing Mortgage Payment 

 62,845 
0 

2,513,788 

Non MSHDA Financing Type: 0 
Base Project Cash Flow (excludes ODR) 4.38% 491 19,621 

Initial 
Inflation 
Factor 

Future 
Beginning Inflation 

in Year Factor 
  

1.0% 6 2.0% 
1.0% 6 2.0% 

  

Future Vacancy 
 6 3.0% 

3.0% 
3.0% 
3.0% 
4.0% 
5.0% 
3.0% 
5.0% 

1 
1 
6 
6 
6 
1 
1 

3.0% 
3.0% 
3.0% 
3.0% 
5.0% 
3.0% 
5.0% 

  

3.0% 
3.0% 
3.0% 
3.0% 

1 
1 
1 
1 

3.0% 
3.0% 
3.0% 
3.0% 

 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

Debt Coverage Ratio 
Mortgage Interest Rate 
Pay Rate 
Mortgage Term 
Income from Operations 

1.15 
4.250% 
4.250% 

40 
Yes 

 
 
 
years 

 

 
 
Total Development Income Potential 

   
 

Per Unit 

 
 

Total 

Annual Rental Income   11,119 444,768 
Annual Non-Rental Income   83 3,300 
Total Project Revenue   11,202 448,068 

Total Development Expenses     

Vacancy Loss 5.00% of annual rent potential  556 22,238 
Management Fee 534 per unit per year  534 21,360 
Administration   1,431 57,224 
Project-paid Fuel   443 17,716 
Common Electricity   109 4,378 
Water and Sewer   258 10,300 
Operating and Maintenance   1,449 57,961 
Real Estate Taxes   0  
Payment in Lieu of Taxes (PILOT)   10.00%  Applied to:  All Units   975 39,014 
Insurance   335   13,390 
Replacement Reserve   375 per unit per year  375 15,000 
Other: Service Coordinator (HUD)   977 39,063 
Other:   0  
  % of 

Revenue 
  

 

Instructions 



Rental Income 

Unit No. of Units Unit Type Bedrooms Baths Net Sq. Ft. Contract Rent Utilities 
Total Housing  

Expense Gross Rent 
Current Section 8  

Contract Rent % of Gross Rent % of Total Units Gross Square Feet 
% of Total Square  

Feet 
TC Units Square  

Feet Unit Type 
Max Allowed  

Housing Expense Rent Limited By 
Differential: Under/  

(over) Differential % Effective AMI% 
Contract Rent/Sq.  

Foot 

Area Median Income Units 
Tenant AMI Restriction (if different from rent restriction) 
Occupancy 

A 1 Apartment 1 1.0 647 787 28 815 9,444 654 2.1% 2.5% 647 1.9% 647 Low HOME 687 TC Rent (128) -18.63% 71.1% $1.22 
B 1 Apartment 2 1.0 788 932 45 977 11,184 742 2.5% 2.5% 788 2.3% 788 Low HOME 825 TC Rent (152) -18.42% 71.1% $1.18 
C 1 Townhome 2 1.5 891 932 82 1,014 11,184 725 2.5% 2.5% 891 2.6% 891 Low HOME 825 TC Rent (189) -22.91% 73.7% $1.05 
D 1 Townhome 3 1.5 1,190 1,050 93 1,143 12,600 982 2.8% 2.5% 1,190 3.5% 1,190 Low HOME 953 TC Rent (190) -19.94% 71.9% $0.88 

44,412 3,103 10.0% 10.0% 3,516 10.2% 3,516
Mgrs 0 3,103 0.0% 0.0% 0 0.0% 0

34,432 34,432
Total Tenant Units 40 Gross Rent Potential 444,768 HOME Units SF/Total Units SF 10.2% Within Range 
Manager Units 0 
Income Average 60.00% Average Monthly Rent 927 # HOME Units/# Total Units 10.0% Within Range 
Set Aside 100.00% Gross Square Footage 34,432

1 

3,300 

Total Income Annual Monthly 
Rental Income 444,768 37,064 
Non-Rental Income 3,300 275 
Total Project Revenue 448,068 37,339 

Annual Non-Rental Income 
Misc. and Interest 1,700 
Laundry 1,600 
Carports 
Other: 
Other: 

 

687 TC Rent (128) -18.63% 71.1% $1.22
825 TC Rent (152) -18.42% 71.1% $1.18 
825 TC Rent (189) -22.91% 73.7% $1.05 
953 TC Rent (190) -19.94% 71.9% $0.88

60% Area Median Income Units 
Family Occupancy 

A 7 Apartment 1 1.0 647 787 28 815 66,108 654 14.9% 17.5% 4,529 13.2% 4,529 
B 15 Apartment 2 1.0 788 932 45 977 167,760 742 37.7% 37.5% 11,820 34.3% 11,820 
C 7 Townhome 2 1.5 891 932 82 1,014 78,288 725 17.6% 17.5% 6,237 18.1% 6,237 
D 7 Townhome 3 1.5 1,190 1,050 93 1,143 88,200 982 19.8% 17.5% 8,330 24.2% 8,330

400,356 3,103 90.0% 90.0% 30,916 89.8% 30,916

Income Limits for  Montcalm County (Effective April 24,2019) 
1 Person 2 Person 3 Person 4 Person 5 Person 6 Person 

30% of area median 12,840 14,670 16,500 18,330 19,800 21,270 
40% of area median 17,120 19,560 22,000 24,440 26,400 28,360 
50% of area median 21,400 24,450 27,500 30,550 33,000 35,450 
60% of area median 25,680 29,340 33,000 36,660 39,600 42,540 

Instructions 

Development Greenbriar
Financing Tax Exempt 

MSHDA No. 3852 
Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

60% 
50% 

Family 

Utility Allowances 
 

Tenant-Paid 
Electricity 

Tenant-Paid 
A/C 

Tenant-Paid 
Gas 

Owner-Paid 
W ater/ Sewer 

Owner-Paid 
Other 

Total Overide 

0 28 
0 45 
0 82 
0 93 
0
0
0
0

A 
B 
C
D
E 
F 
G
H



Cash Flow Projections Development Greenbriar 
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Financing Tax Exempt 
MSHDA No. 3852 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

iti
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F 1 2 3 4 5 6 7 8 9 10 

Income 
Annual Rental Income 1.0% 6 2.0% 444,768 449,216 453,708 458,245 462,827 472,084 481,526 491,156 500,979 510,999 
Annual Non-Rental Income 1.0% 6 2.0% 3,300 3,333 3,366 3,400 3,434 3,503 3,573 3,644 3,717 3,791 

Total Project Revenue  448,068 452,549 457,074 461,645 466,261 475,587 485,098 494,800 504,696 514,790 

Expenses 
Vacancy Loss 5.0% 6 3.0% 22,238 22,461 22,685 22,912 23,141 14,163 14,446 14,735 15,029 15,330 
Management Fee 3.0% 1 3.0% 21,360 22,001 22,661 23,341 24,041 24,762 25,505 26,270 27,058 27,870 
Administration 3.0% 1 3.0% 57,224 58,941 60,709 62,530 64,406 66,338 68,328 70,378 72,490 74,664 
Project-paid Fuel 3.0% 6 3.0% 17,716 18,247 18,795 19,359 19,940 20,538 21,154 21,788 22,442 23,115 
Common Electricity 4.0% 6 3.0% 4,378 4,553 4,735 4,925 5,122 5,275 5,434 5,597 5,764 5,937 
Water and Sewer 5.0% 6 5.0% 10,300 10,815 11,356 11,924 12,520 13,146 13,803 14,493 15,218 15,979 
Operating and Maintenance 3.0% 1 3.0% 57,961 59,700 61,491 63,336 65,236 67,193 69,208 71,285 73,423 75,626 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT) 39,014 39,314 39,614 39,913 40,211 41,896 42,669 43,454 44,253 45,064 
Insurance 3.0% 1 3.0% 13,390 13,792 14,205 14,632 15,071 15,523 15,988 16,468 16,962 17,471 
Replacement Reserve 3.0% 1 3.0% 15,000 15,450 15,914 16,391 16,883 17,389 17,911 18,448 19,002 19,572 
Other: Service Coordinator (HUD) 3.0% 1 3.0% 39,063 40,235 41,442 42,685 43,966 45,285 46,643 48,043 49,484 50,968 
Other: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0 0  

Subtotal: Operating Expenses 
Debt Service 
Debt Service Part A 

297,644 

130,804 

305,508 

130,804 

313,606 

130,804 

321,946 

130,804 

330,534 

130,804 

331,507 

130,804 

341,089 

130,804 

350,959 

130,804 

361,125 

130,804 

371,596 

130,804 
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0 0 0 

Total Expenses 428,447 436,312 444,410 452,749 461,338 462,311 471,893 481,762 491,928 502,400 

Cash Flow/(Deficit) 150208 19,621 16,237 12,664 8,896 4,924 13,276 13,205 13,038 12,768 12,390 
Cash Flow Per Unit 491 406 317 222 123 332 330 326 319 310 
Debt Coverage Ratio on Part A Loan 1.15 1.12 1.10 1.07 1.04 1.10 1.10 1.10 1.10 1.09 
Debt Coverage Ratio on Conventional/Other Financing  N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Interest Rate on Reserves Average Cash Flow as % of Net Income 

Operating Deficit Reserve (ODR) Analaysis 
Maintained Debt Coverage Ratio (Hard Debt) 1.00 
Maintained Operating Reserve (No Hard Debt) 250 Initial Deposit 
Initial Balance 0 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 491 406 317 222 123 332 330 326 319 310 
Maintained Debt Coverage Ratio on Part A Loan 1.15 1.12 1.10 1.07 1.04 1.10 1.10 1.10 1.10 1.09 
Maintained Debt Coverage Ratio on Conventional/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 0 

Operating Assurance Reserve Analysis 142,816 
Required in Year: 1  Initital Deposit 

Initial Balance 142,816 142,816 147,100 151,513 156,059 160,740 165,563 170,530 175,645 180,915 186,342 
Interest Income 4,284 4,413 4,545 4,682 4,822 4,967 5,116 5,269 5,427 5,590 
Ending Balance 147,100 151,513 156,059 160,740 165,563 170,530 175,645 180,915 186,342 191,933 

Deferred Developer Fee Analysis 
Initial Balance 169,444 149,823 133,587 120,922 112,027 107,103 93,827 80,622 67,584 54,816 
Dev Fee Paid 19,621 16,237 12,664 8,896 4,924 13,276 13,205 13,038 12,768 12,390 
Ending Balance Repaid in y 0 149,823 133,587 120,922 112,027 107,103 93,827 80,622 67,584 54,816 42,426 

Mortgage Resource Fund Loan 

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 % of Cash Flow 0 0 0 0 0 0 0 0 0 0 
Annual Payment Due 50% 0 0 0 0 0 0 0 0 0 0 
Year End Balance 0 0 0 0 0 0 0 0 0 0 

In
fla

to
r 

Interest Rate on Subordinate Financing 3% Initial Balance 
0 0 0 0 0 0 0 0 0 0 0 Principal Amount of all MSHDA Soft Funds 

 



Cash Flow Projections 
 

 

250 Maintained Operating Reserve (No Hard Debt) 
1.00 Maintained Debt Coverage Ratio (Hard Debt) 

Initial Deposit 
0 
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11 12 13 14 15 16 17 18 19 20 

Income 
Annual Rental Income 

 
1.0% 

 
6 

 
2.0% 

 
521,219 

 
531,643 

 
542,276 

 
553,122 

 
564,184 

 
575,468 

 
586,977 

 
598,717 

 
610,691 

 
622,905 

Annual Non-Rental Income 1.0% 6 2.0% 3,867 3,945 4,023 4,104 4,186 4,270 4,355 4,442 4,531 4,622 
Total Project Revenue    525,086 535,588 546,299 557,225 568,370 579,737 591,332 603,159 615,222 627,526 

Expenses              

Vacancy Loss 5.0% 6 3.0% 15,637 15,949 16,268 16,594 16,926 17,264 17,609 17,961 18,321 18,687 
Management Fee 3.0% 1 3.0% 28,706 29,567 30,454 31,368 32,309 33,278 34,277 35,305 36,364 37,455 
Administration 3.0% 1 3.0% 76,904 79,211 81,588 84,035 86,556 89,153 91,828 94,583 97,420 100,343 
Project-paid Fuel 3.0% 6 3.0% 23,809 24,523 25,259 26,017 26,797 27,601 28,429 29,282 30,160 31,065 
Common Electricity 4.0% 6 3.0% 6,116 6,299 6,488 6,683 6,883 7,090 7,302 7,521 7,747 7,979 
Water and Sewer 5.0% 6 5.0% 16,778 17,616 18,497 19,422 20,393 21,413 22,484 23,608 24,788 26,028 
Operating and Maintenance 3.0% 1 3.0% 77,895 80,232 82,639 85,118 87,671 90,301 93,010 95,801 98,675 101,635 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT)    45,888 46,726 47,576 48,441 49,319 50,210 51,115 52,034 52,967 53,915 
Insurance 3.0% 1 3.0% 17,995 18,535 19,091 19,664 20,254 20,861 21,487 22,132 22,796 23,479 
Replacement Reserve 3.0% 1 3.0% 20,159 20,764 21,386 22,028 22,689 23,370 24,071 24,793 25,536 26,303 
Other: Service Coordinator (HUD) 3.0% 1 3.0% 52,497 54,072 55,694 57,365 59,086 60,859 62,685 64,565 66,502 68,497 

Other: 3.0% 1 3.0% 
Subtotal: Operating Expenses 

  0 0 0 0 0 0 0 0 0 0  
382,383 393,494 404,941 416,734 428,883 441,400 454,296 467,584 481,277 495,385 

Debt Service 
Debt Service Part A 
Debt Service Conventional/Other Financing 

 
Total Expenses 

Cash Flow/(Deficit) 150208 
Cash Flow Per Unit 
Debt Coverage Ratio on Part A Loan 
Debt Coverage Ratio on Conventional/Other Financing 

 

Interest Rate on Reserves 
 

 
130,804 130,804 130,804 130,804 130,804 130,804 130,804 130,804 130,804 130,804 

0 0 0 0 0 0 0 0 0 0 
 

513,186 524,298 535,745 547,537 559,686 572,203 585,100 598,388 612,080 626,189 
 

11,900 11,290 10,555 9,688 8,684 7,534 6,232 4,771 3,142 1,337 
297 282 264 242 217 188 156 119 79 33 
1.09 1.09 1.08 1.07 1.07 1.06 1.05 1.04 1.02 1.01 
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

 
Operating Deficit Reserve (ODR) Analaysis 

 
Initial Balance 

Total Annual Draw to achieve 1.0 DCR 
Total Annual Deposit to achieve Maintained DCR 
Total 1.0 DCR and Maintained DCR 

Interest 
Ending Balance at Maintained DCR 
Maintained Cash Flow Per Unit 
Maintained Debt Coverage Ratio on Part A Loan 
Maintained Debt Coverage Ratio on Conventional/Other 
Standard ODR 
Non-standard ODR 

 
Operating Assurance Reserve Analysis 

Required in Year: 1  
Initial Balance 
Interest Income 
Ending Balance 

 
Deferred Developer Fee Analysis 
Initial Balance 
Dev Fee Paid 
Ending Balance Repaid in y 0 

 
Mortgage Resource Fund Loan 

0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 

297 282 264 242 217 188 156 119 79 33 
1.09 1.09 1.08 1.07 1.07 1.06 1.05 1.04 1.02 1.01 
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

 
 
 
 

191,933 197,691 203,621 209,730 216,022 222,502 229,177 236,053 243,134 250,428 
5,758 5,931 6,109 6,292 6,481 6,675 6,875 7,082 7,294 7,513 

197,691 203,621 209,730 216,022 222,502 229,177 236,053 243,134 250,428 257,941 
 
 

42,426 30,526 19,236 8,681 0 0 0 0 0 0 
11,900 11,290 10,555 8,681 0 0 0 0 0 0 
30,526 19,236 8,681 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 % of Cash Flow 0 0 0 0 0 0 0 0 0 0 
Annual Payment Due 50% 0 0 0 0 0 0 0 0 0 0 
Year End Balance  0 0 0 0 0 0 0 0 0 0 

 

0 
0 

Initital Deposit 
142,816 

142,816 

3% 
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e 
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r 

Interest Rate on Subordinate Financing 3%  Initial Balance 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 

 
0 Principal Amount of all MSHDA Soft Funds 

 



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION DETERMINING MORTGAGE LOAN FEASIBILITY 
GREENBRIAR APARTMENTS, MSHDA DEVELOPMENT NO. 3852 

CITY OF GREENVILLE, MONTCALM COUNTY 

July 30, 2020 

WHEREAS, Wellington Court Non-Profit Housing Corporation is the owner of a development for 
low and moderate income persons located in the City of Greenville, Montcalm County, Michigan, 
known as Greenbriar Apartments, MSHDA Development No. 3852 (the "housing project"); and 

WHEREAS, the housing project receives federal project-based rental assistance under the Section 
8 program; and 

WHEREAS, Hope Network Housing Development Corporation (a.k.a. Hope Network Affordable 
Independent Living Nonprofit Housing Corporation) (the "Applicant") desires to rehabilitate the 
housing project for an estimated total development cost of Six Million Two Hundred Seven 
Thousand Six Hundred Forty-One Dollars ($6,207,641); and 

WHEREAS, the Applicant has filed an Application for Mortgage Loan Feasibility with the Authority 
for a new tax-exempt bond mortgage loan in the maximum amount of Three Million Two Hundred 
Twenty-Seven Thousand Nine Hundred Seventy-Three Dollars ($3,227,973) (hereinafter referred to 
as the "Application") to finance the rehabilitation of the housing project, as described in the attached 
Mortgage Loan Feasibility/Commitment Staff Report dated July 30, 2020 (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 (the "Mortgagor") 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
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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 Three Million Eight
Hundred and Ten Thousand Dollars ($3,810,000).

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 Staff Report 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 housing 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 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 Staff Report, which conditions are hereby incorporated by reference as if fully set forth herein.



(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;

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION AUTHORIZING MORTGAGE LOAN 
GREENBRIAR APARTMENTS, MSHDA DEVELOPMENT NO. 3852 

CITY OF GREENVILLE, MONTCALM COUNTY 

July 30, 2020 

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 Hope Network 
Housing Development Corporation (a.k.a. Hope Network Affordable Independent Living Nonprofit 
Housing Corporation) (the "Applicant") for a construction mortgage loan in the amount of Three 
Million Two Hundred Twenty-Seven Thousand Nine Hundred Seventy-Three Dollars ($3,227,973) 
and a permanent mortgage loan in the estimated amount of Two Million Five Hundred Thirteen 
Thousand Seven Hundred Eighty-Eight Dollars ($2,513,788) (together, the "Mortgage Loan"), for 
the rehabilitation and permanent financing of a multifamily housing project having an estimated total 
development cost of Six Million Two Hundred Seven Thousand Six Hundred Forty-One Dollars 
($6,207,641), to be known as Greenbriar Apartments (the "housing project"), located in the City of 
Greenville, Montcalm County, Michigan, and to be owned by Wellington Limited Dividend Housing 
Association Limited Partnership (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 recommendation, has made 
determinations that: 
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(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;

(g) 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 the Mortgage Loan commitment 
hereinafter authorized to be issued to the Applicant and the Mortgagor. 

2. 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 Chief Financial Officer, the Deputy 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 a commitment for a Mortgage Loan 
for the rehabilitation financing of the proposed housing project in an amount not to exceed Three 
Million Two Hundred Twenty-Seven Thousand Nine Hundred Seventy-Three Dollars ($3,227,973), 
and permanent financing in an amount not to exceed Two Million Three Hundred Eighty-One 
Thousand Nine Hundred and Four Dollars ($2,513,788), and to have a term of forty (40) years after 
amortization of principal commences.  The Mortgage Loan will bear interest at a rate of four and 
25/100 percent (4.25%) 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 Three Million Eight 
Hundred and Ten Thousand Dollars ($3,810,000).  

3. This 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 housing 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 Mortgage Loan 
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. Any Authorized Officer is also hereby authorized to substitute alternate funding 
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sources for or adjust the amounts of any of the subordinate loans described above, provided the 
total subordinate funding that is authorized herein does not increase. 

4. 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. 

5. 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 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 
development unfeasible. 

6. 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 as follows: 

(a) So long as the Housing Assistance Payments Contract or any other federal subsidy
is in effect, the rate of return shall be ten percent (10%) of the Mortgagor's equity, as
determined by the Authority, unless a higher rate of return is allowed and approved
by HUD, but not to exceed twelve percent (12%).

(b) Following the expiration or termination of the Housing Assistance Payments
Contract or any other federal subsidy, the rate of return shall be twenty-five percent
(25%) of the Mortgagor's equity, as determined by the Authority.

(c) The Mortgagor's return on equity shall be fully cumulative.

7. The Mortgage Loan shall be subject to, and the Mortgage Loan Commitment shall
contain, the conditions set forth in the Staff Report dated July 30, 2020, which conditions are hereby 
incorporated by reference as if fully set forth herein. 



M E M O R A N D U M

TO:  Authority Members 

FROM: Gary Heidel, Acting Executive Director 

DATE: July 30, 2020 

RE: Morton Manor, Development No. 3851 

RECOMMENDATION: 

I 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 the staff report, and 3) 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 the staff report.  

PROJECT SUMMARY: 

MSHDA No:  3851 
Development Name: Morton Manor Apartments 
Development Location: City of Detroit, Wayne County, 

Michigan 
Sponsor:   Metropolitan Baptist Church Housing 

Corporation, LLC; Communities of 
Hope Inc.; Christina Love, LLC 

Mortgagor:        Morton Manor Limited Dividend 
Housing Association LLC 

Number of Units: 

Occupancy Rate: 

  150 affordable senior units; 1 
manager unit 

  98% 
Total Development Cost:   $22,432,720 
TE Bond Construction Loan: 
TE Bond Permanent Loan: 

  $11,665,014 
  $8,595,169 

MSHDA Gap Funds: 

Other Funds:  
• Sponsor Loans:
• Deferred Developer Fee:

  $1,400,000 HOME; $1,360,714 MRF 

  $3,112,366 
  $389,903 



EXECUTIVE SUMMARY: 

Morton Manor Apartments is a single, eight-story building that consists of 150 one-bedroom senior 
units and one manager’s unit (the “Development”).  All 150 units are covered by a Section 8 
housing assistance payment (“HAP”) contract. The Development was constructed in 1983 with a 
United States Department of Housing and Urban Development (“HUD”) Section 202 loan.  

Metropolitan Baptist Church Non-Profit Housing Corporation (“MBCHC”) is the current owner of 
the Development. The purchasing entity includes MBCHC, LLC with its members Communities 
of Hope Inc. and Christina Love, LLC. Communities of Hope Inc. is managed by Robert Beale 
and has more than 25 years of management and development experience in the affordable 
housing industry.  

The Development has engaged Premier Property Management (“PPM”) to market, lease, and 
manage upon construction completion. PPM began managing this Development in May 2017 
when the vacancy loss was above 10%. Currently, all units are occupied under the guidance and 
management of PPM.  

I am recommending Board approval for the following reasons:  

• All units will be refurbished to meet the physical needs of the Development.
• Financing the Development results in a new earning asset for the Authority.
• As an existing senior development that is 100% subsidized, this proposal should be low

risk to the Authority.

ADVANCING THE AUTHORITY’S MISSION: 

• Morton Manor is 100% Section 8 that is covered by an existing HAP Contract.
• The Development needs an extensive rehabilitation to continue providing safe and efficient

units for all residents.

MUNICIPAL SUPPORT: 

• The Development has been granted the Senior Citizen and Disabled Family Exemption
and does not pay property taxes.

COMMUNITY IMPACT: 

• The Development’s affordability will be extended for up to 50 years for all units.

RESIDENT IMPACT: 

• The planned rehabilitation will not result in displacement or rent increase for the current
tenants.

ISSUES, POLICY CONSIDERATIONS, AND RELATED ACTIONS:  

The Development currently operates at less than a 3% vacancy loss. However, the syndicator, 
RBC Capital Markets, requested the project be underwritten at a 5% vacancy loss in the first 5 
years then adjusted to a 3% vacancy loss beginning in year 6. The soft loans, MSHDA HOME 
and Mortgage Resource Fund, have been sized based on a 3% vacancy loss and the deferred 
developer fee was increased to cover the difference.  



MORTGAGE LOAN FEASIBILITY/COMMITMENT STAFF REPORT 

July 30, 2020 

RECOMMENDATION: 

I 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, and 3) 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.: 3851 
Development Name: Morton Manor Apartments 
Development Location: City of Detroit, Wayne County 
Sponsor: Metropolitan Baptist Church Housing Corporation LLC, 

Communities of Hope Inc. and Christina Love, LLC 
Mortgagor: Morton Manor Limited Dividend Housing Association LLC 
TE Bond Construction Loan: $11,665,014 (52% of TDC) 
TE Bond Permanent Loan: $8,595,169 
MSHDA HOME Loan: $1,400,000 
MSHDA MRF Loan: $1,360,714 
Total Development Cost: $22,432,720 
Mortgage Term: 40 years for the tax-exempt bond loan; 50 years for the HOME 

loan; 50 years for the MRF loan 
Interest Rate: 4.9% 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: 150 elderly units of rehabilitation; 1 manager unit. 
Unit Configuration: 151 one-bedroom, one-bath units 
Builder: Siwek Construction 
Syndicator: RBC Capital Markets 
Date Application Received: May 15, 2019 
HDO: Ryan Koenigsknecht 

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



Mortgage Feasibility/Commitment Staff Report 
Morton Manor Apartments, MSHDA No. 3851 

City of Detroit, Wayne County 
July 30, 2020 

Page 2 of 19 

ISSUES, POLICY CONSIDERATIONS AND RELATED ACTIONS: 

Morton Manor Apartments currently operates at less than a 3% vacancy loss. However, the 
syndicator, RBC Capital Markets, requested the development be underwritten at a 5% vacancy 
loss in the first 5 years then adjusted to a 3% vacancy loss beginning in year 6. The soft loans, 
HOME and Mortgage Resource Fund, have been sized based on a 3% vacancy loss and the 
deferred developer fee was increased to cover the difference. 

This development does not pay property taxes because it is eligible for and has been granted 
the Senior Citizen and Disabled Family Exemption (MCL 211.7d). 

EXECUTIVE SUMMARY: 

Morton Manor Apartments is a single, eight-story building that consists of 150 one-bedroom senior 
units and one manager’s unit. All 150 units are covered by a Section 8 housing assistance 
payment (“HAP”) contract. The development was constructed in 1983 with a United States 
Housing and Urban Development (“HUD”) section 202 loan. 

Metropolitan Baptist Church Housing Corporation (“MBCHC”) is the current owner of this project. 
The purchasing entity will include MBCHC, LLC with its members Communities of Hope Inc, 
Christina Love, LLC. Communities of Hope Inc. is managed by Robert Beale and has more than 
25 years of management and development experience in the affordable housing industry. 

Morton Manor Apartments has engaged Premier Property Management (“PPM”) to market, lease, 
and manage upon construction completion. PPM began managing this development in May 2017 
when the vacancy loss was above 10%. Currently, all units are occupied under the guidance and 
management of PPM. 

Structure of the Transaction and Funding: 

There are several elements to this transaction that are common to new construction/preservation 
transactions: 

• A tax-exempt bond construction loan and a permanent mortgage loan will be provided by
the Authority (the “Mortgage Loan”). The construction loan will be in the amount of
$11,665,014 at 4.9% interest with a 16-month term (a 12 month construction term and a
4-month holding period), which will be used to bridge an extended equity pay-in period.
Interest only payments will be required under the construction loan. The amount by which
the construction loan exceeds the permanent loan will be due on the first day of the month
following the month in which the 16-month construction loan term expires or such later
date determined by an Authorized Officer of the Authority (the “Permanent Financing
Date”).

• A permanent loan will be provided by the Authority in the amount of $8,595,169. The
permanent loan is based upon the current 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 1.15 debt service coverage ratio, an annual
interest rate of 4.9%, with a fully amortizing term of 40 years commencing on the
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Permanent Financing Date. The Mortgage Loan will be funded on the Permanent 
Financing Date and will be in First Position. 

• A subordinate loan using an Authority MRF Loan (the “MRF Loan”) in the amount of
$1,360,714 will be provided at 3% simple interest with payments initially deferred. The
MRF Loan will be in Second Position.

• A subordinate loan using HOME funds (the “HOME Loan”) in the amount of $1,400,000
will be provided at 1% simple interest with payments initially deferred. The HOME Loan
will be in Third Position.

• The Seller is providing a Seller’s Note in the amount of $3,112,366. See Special Condition
No. 3.

• Equity support comes from an investment related to the 4% Low Income Housing Tax
Credits (“LIHTC”) in the estimated amount of $6,540,157.

• The 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 units.

• 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 rehab period in the amount of
$691,495.

• The Sponsor has agreed to defer $389,903 of the developer fee to help fill the remaining
funding gap.

• An amount equal to one month’s gross rent potential will be funded in the Development’s
operating account.

• 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 operating
needs. This reserve will be held by the Authority.

• 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.

• Replacement Reserve escrow proceeds in the amount identified in the attached proforma
will be transferred from the existing project to the new project to use as a source of funding.

Scope of Rehabilitation: 

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



Mortgage Feasibility/Commitment Staff Report 
Morton Manor Apartments, MSHDA No. 3851 

City of Detroit, Wayne County 
July 30, 2020 

Page 4 of 19 

 

 

 

• Site concrete repairs 
• Replace all site lighting 
• Replace domestic hot water system 
• Replace waste compactor 
• Overhaul the fire sprinkler’s fire pump and controller 
• Replace fire sprinkler heads 
• Repair/upgrade common area and unit level plumbing 
• Upgrade the building’s electrical switchgear and unit electric systems 
• Replace all of the building’s windows 
• Repaint the balconies 
• Replace all building mounted lighting 
• Replace all common area carpet 
• Replace common area resilient vinyl flooring 
• Replace all boilers and controls 
• Replace entry door sets 
• Replace service doors 
• Replace stair egress doors 
• Replace cabinets and countertops 
• Replace all unit entry doors 
• Replace blinds in each unit 
• Replace electric ranges 
• Replace in unit shelving 
• Replace refrigerators 

 
Affordability Requirements: 

 

The 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 60% of the Multifamily Tax 
Subsidy Project (“MTSP”) area median income (“AMI”). The number of restricted units is 
controlled by the number of eligible households in place at closing, estimated to be 100% of the 
units. 

 
Protections for Existing Residents: 

 

The preservation and renovation of the development will not result in any displacement or rent 
increase for the existing tenants. All units will continue to receive Section 8 rental assistance. 

 
Site Selection: 

 

The site is acceptable according to MSHDA’s Chief Marketing Analyst. 
 

Market Evaluation: 
 

The market study has been reviewed and approved by the Authority’s Chief Marketing Analyst. 
 

Valuation of the Property: 
 

An appraisal dated May 3, 2019 estimates the value at $8,500,000. 
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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 (iii) such other date 
as may be specified herein, the new Mortgagor, 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, as determined by the Authority, payments are limited to 6 percent
(6%) of the Mortgagor's equity, or any other amount approved by HUD, but not to exceed
twelve percent (12%). Following expiration of the HAP Contract, the Mortgagor’s rate of
return shall not exceed twenty-five percent (25%) per annum. For purposes of
distributions, the Mortgagor's equity will be the sum of (i) the LIHTC equity; (ii) 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, unless
HUD or other federal regulations require a different calculation. All such payments shall
be referred to as "Limited Dividend Payments.” The Mortgagor's return shall be fully
cumulative.

2. Income Limits:

The income limitations for 151 units of this proposal are as follows:

a. 10 units have been designated as Low-HOME units and during the Period of
Affordability required under the HOME program (15 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. 150 units (150 one-bedroom 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.

c. 150 units (150 one-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; (ii) 50
years from Initial Closing; or (iii) so long as any Authority loan remains outstanding.

d. 1 unit (one-bedroom unit) will be used as a manager’s unit. If this unit is later
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converted to rental use, it must be available for occupancy by households whose 
incomes do not exceed 60% of area median income based upon the MTSP limits, 
adjusted for family size as determined by HUD. 

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 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. 

3. Limitations on Rental Rates:

The Total Housing Expense (contract rent plus tenant-paid utilities) for 151 units is subject
to the following limitations:

a. During the Period of Affordability required under the HOME program (15 years),
the Total Housing Expense for the 10 Low-HOME units may not exceed the “Low-
HOME 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 HAP-assisted units (150 one-bedroom 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 all 150 units (150 one-bedroom units), may not
exceed one-twelfth (1/12th) 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. 1 unit (1 one-bedroom unit) will be used as a manager’s unit. If this unit is later
converted to rental use, the Total Housing Expense will be limited to one-twelfth
(1/12th) of 30% of the MTSP 60% income limit, adjusted for family size and based
upon an imputed occupancy of one and one-half persons per bedroom.

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. 

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 



Mortgage Feasibility/Commitment Staff Report 
Morton Manor Apartments, MSHDA No. 3851 

City of Detroit, Wayne County 
July 30, 2020 

Page 7 of 19 

increased to the maximum level permissible by the applicable programs. Rents and utility 
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 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.

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 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 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

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 forfeit the right to prepay the Mortgage Loan. 
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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 4 months’ of estimated Development operating expenses (estimated to
be $522,874). 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.

7. Replacement Reserve:

At Initial Closing, the Mortgagor must establish a replacement reserve fund (“Replacement
Reserve”) with an initial deposit in an amount of $3,274 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 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 determined necessary by the Authority.

8. One Month’s Gross Rent Potential:

At Initial Closing, the Mortgagor shall deposit an amount equal to one month’s gross rent
potential ($122,550) into the Development’s operating account.

9. Authority 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 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 13th year following the
commencement of amortization of the Mortgage Loan. Interest will continue to accrue on
each loan until paid in full.
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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 13th 

year following the date that Mortgage Loan amortization commences, repayment of the 
MRF Loan and the HOME Loan will commence according to the following: 

• 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.

• If the 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.

• 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
amortization with monthly payments 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.

• 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.

• The entire principal balance and any accrued interest 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. 

10. 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 submit AIA Document
A305 as required by the Authority’s Chief Architect.

11. Owner/Architect 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.
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12. 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.

13. 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.

14. Equal Opportunity 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.

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.

15. 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).

16. 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 Environmental
Review Officer.

At Initial Closing, the Mortgagor 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.

17. 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 insurance
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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. 

18. Organizational Documents/Equity Pay-In Schedule:

Prior to Mortgage Loan Commitment, the Mortgagor must submit a substantially final form
syndication partnership 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 partnership agreement must
become effective and the initial installment of equity must be paid in an amount approved
by the Director of Development.

19. Designation of Authority Funds:

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

20. Management & Marketing:

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. Management Agreement
b. Marketing/Construction Transition Plan

21. Guaranties:

At Initial Closing, the Sponsor, General Partner, and any entity receiving a developer fee
in connection with the Development 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.

22. Financial Statements:

Prior to Mortgage Loan Commitment, 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
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requirements upon request. 

23. 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.

24. 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. 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.

25. Section 8 Required 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 Section 8 Program and all other Authority rules,
guidelines, and procedures required under the Mortgage Loan Regulatory Agreement.

26. HAP Extension:

At Initial Closing, the Mortgagor must enter into an agreement to apply for and accept any
available HAP or other HUD subsidy extensions, subject to Authority approval.

27. HUD Authority to Use Grant Funds:

Prior to Mortgage Loan Commitment, the Authority must receive HUD’s Authority to Use
Grant Funds (HUD 7015.16) in connection with the proposed HOME Loan from the
Authority or confirmation that the Development is categorically excluded from NEPA
review.

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

30. 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. 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. This documentation must be found acceptable by the Authority’s Director
of Development.

Special Conditions: 

1. Legal Requirements:

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

• 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.

• 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. Transfer of Existing Reserves:

At or before Initial Closing, the Seller and Mortgagor must enter into an agreement
describing the transfer of the development’s replacement reserve account to the Authority
to hold per the Authority’s Replacement Reserve policies.

3. Seller’s Note:

Prior to Mortgage Loan Commitment, the Mortgagor must submit substantially final
documents evidencing the Seller’s Note is acceptable to the Authority’s Director of Legal
Affairs and Director of Development. The Seller’s Note must:

a) not be secured by a lien on the Development or any of the Development’s
property, funds or assets of any kind;

b) be payable solely from approved Limited Dividend payments, and not from
other development funds;

c) be expressly subordinate to all Authority mortgage loans; and
d) have a loan term exceeding the term of all Authority mortgage loans.

At or prior to Initial Closing, the final, executed Sponsor loan documents must become 
effective and initial funding of the loan must be made in an amount approved by the 
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Director of Development. 

DEVELOPMENT TEAM AND SITE INFORMATION 

I. MORTGAGOR: Morton Manor Limited Dividend Housing Association LLC 

II. GUARANTOR(S):

A. Guarantor #1:

Name: Communities of Hope Inc. 
Address: 120 N. Leroy 

Fenton, MI 48430 

B. Guarantor #2:

Name: Christina Love, LLC 
Address: 840 W. Milwaukee Street 

Detroit, MI 48202 

C. Guarantor #3:

Name: Metropolitan Baptist Church Housing Corporation 
Address:  840 W. Milwaukee Street 

Detroit, MI 48202 

III. DEVELOPMENT TEAM ANALYSIS:

A. Sponsor:

Name: Communities of Hope Inc. 
Address: 120 N. Leroy 

Fenton, MI 48430 

Individuals Assigned: Robert Beale 
Telephone: 810-629-9500
Fax: 810-714-5540
E-mail: rbeale@4premier.net

1. Experience: The Sponsor has experience working on Authority-financed
developments.

2. Interest  in  the Mortgagor and Members: MBCHC LLC 0.01%; RBC
Capital Markets 99.99% 

B. Architect:

mailto:rbeale@4premier.net
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Name: Alliance Architects 
Address: 929 Lincolnway East, Suite 200 

South Bend, IN 46601 

Individual Assigned: Mark W. Leblang 
Telephone: 574-288-2052
E-Mail: mleblang@alliarch.com

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

2. Architect's License: License number 1301056309, exp. 10/31/2021.

C. Attorney:

Name: Tracey Lackman, Warner Norcross and Judd 
Address: 120 North Washington Square, Suite 410 

Lansing, Michigan 48933-1617 

Individual Assigned: Tracey Lackman 
Telephone: 517-679-7434 
Fax: 517-316-8434
E-Mail: tlackman@wjn.com 

1. Experience: The firm and attorney have previously
Authority experience. 

D. Builder:

Name: Siwek Construction 
Address: 5020 Pilgrim Road 

Flint, MI 48507 

Individual Assigned: q Terry Mayberry 
Telephone: 810-736-7843
E-mail: tmayberry@siwekcc.com

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

2. State Licensing Board Registration: License number 2102191936, with
an expiration date of 5/31/21. 

E. Management and Marketing Agent:

Name: Premier Property Management LLC 
Address: 120 N. Leroy 

Fenton, MI 48430 

mailto:mleblang@alliarch.com
mailto:tlackman@wjn.com
mailto:tmayberry@siwekcc.com
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Individual Assigned: Robert Beale 
Telephone: 810-629-9500
Fax: 810-714-5540
E-mail: rbeale@4premier.net

1. Experience: This firm has significant experience managing Authority-financed
developments.

F. Development Team Recommendation: GO

IV. SITE DATA:

A. Land Control/Purchase Price:
A purchase agreement dated May 10, 2019 with a purchase price of $8,500,000
was received. The sponsor needs to submit exhibit B to the agreement.

B. Site Location:
20000 Dequindre, Detroit, MI 48234

C. Size of Site:
2.04 land acres

D. Density:
Appropriate

E. Physical Description:

1. Present Use: multi-family housing

2. Existing Structures: 1 eight-story residential building containing 151 one- 
bedroom, one-bath units including 1 manager unit.

3. Relocation Requirements: None

F. Zoning: Two-family residential

G. Contiguous Land Use:

1. North: single-family residential 

2. South: commercial (Mobil Gas Station) 

3. East: single-family residential 

4. West: single-family residential; Greater Rose Sharon Baptist Church 

H. Tax Information:
This development is exempt from property taxes under MCL 211.7d.

mailto:rbeale@4premier.net


Mortgage Feasibility/Commitment Staff Report 
Morton Manor Apartments, MSHDA No. 3851 

City of Detroit, Wayne County 
July 30, 2020 

Page 17 of 19 

I. Utilities:
Gas – DTE Energy
Electricity – DTE Electric Company
Water – City of Detroit
Sewer – City of Detroit

J. Community Facilities:

1. Shopping:
Family Dollar, Rainbow Shops, Belmont Men’s Wear, Ashley Stewart, and
Simply 10 are all located under a mile from the site.

2. Recreation:
There are several parks in the area, including Butler Playfield and Madge
Park both located within a mile of the site.

3. Public Transportation:
SMART is the “everywhere connection” that is available for the residents
of Morton Manor. They offer several different types of service to help
connect people to work, school, or wherever you need to go. SMART also
offers a discounted rate to senior citizens.

4. Road Systems
Morton Manor is located just off of I-75 which runs South to Detroit and
North to Flint.

5. Medical Services and other Nearby Amenities:
There are two different hospitals located near the site: St. John Macomb-
Oakland Hospital (3.7 miles) and Henry Ford Hospital (5 miles).

6. Description of Surrounding Neighborhood:
The immediate surrounding area is primarily single-family residential. Most
of the homes are in good condition. This site does have a walk score of 72
as there are several shops and restaurants within a mile.

7. Indication of Local Support:
This development currently receives the Senior Citizen and Disabled
Family Exemption (MCL 211.7d).

V. ENVIRONMENTAL FACTORS:

A Phase I Environmental Site Assessment was submitted to the Authority (see Standard
Condition No. 16).

VI. 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
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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 Authority’s Chief 
Architect. 

VII. 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, rental structure, and unit amenities.

VIII. EQUAL OPPORTUNITY AND FAIR HOUSING:

The contractor's Equal Employment Opportunity Plan is currently being reviewed and
must 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.

IX. MANAGEMENT AND MARKETING:

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

X. 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.

XI. DEVELOPMENT SCHEDULING:

A. Mortgage Loan Commitment: July 2020 
B. Initial Closing and Disbursement: October 2020 
C. Construction Completion: September 2021 
D. Cut-Off Date: January 2022 

XII. ATTACHMENTS:

A. Development Proforma
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Digitally signed by Chad 

Chad Benson Benson
 Date: 2020.07.15 

09:53:43 -04'00' 

Clarence L. 
Stone, Jr. 

Digitally signed by 
Clarence L. Stone, Jr. 
Date: 2020.07.15 
11:06:57 -04'00' 

Digitally signed by Gary 

Gary Heidel Heidel
 

Date: 2020.07.15 
11:52:48 -04'00' 

APPROVALS: 

Chad Benson Date 
Acting Director of Development 

Clarence L. Stone, Jr. Date 
Director of Legal Affairs 

Gary Heidel Date 
Acting Executive Director 

7/15/2020

7/15/2020

7/15/2020



Other: 
Other: 

 Deposit to Development Operating Account (1MGR 
Other (Not in Basis): 
Other (In Basis): 
Other (In Basis): 

0
0
0
0
0
0
0

0
0
0
0
0
0
0

0% 
0% 
0% 
0% 
0% 
0% 
0% 

100.00% 

3.07% 
3.07% 

Acquisition Credit % 
Rehab/New Const Credit % 
Qualified Percentage 
QCT/DDA Basis Boost 
Historic? 

Eligible Basis for LIHTC/TCAP 
Acquisition 8,165,000 
Construction     15,280,002 

1,400,000 
1,360,714 

%
 in

 B
as

is
 

Value As of: May 3, 2019 

Development Morton Manor 
Financing Tax Exempt 

MSHDA No. 3851 
Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

 Included in   Included in  Included in Included in  

TOTAL DEVELOPMENT COSTS Per Unit Total 
Tax Credit 

Basis  
Historic TC  

Basis Per Unit Total 
Tax Credit 

Basis  
Historic TC 

Basis  

Acquisition Project Reserves 
Land 5,033 
Existing Buildings 51,258 
 Other: 0 

Subtotal 56,291 
Construction/Rehabilitation 

Off Site Improvements 0 
On-site Improvements 1,124 
Landscaping and Irrigation 0 
Structures 44,033 
Community Building and/or Maintenance Facility 0 
Construction not in Tax Credit basis (i.e.Carports and Commercial Space 0 

8,500,000 

0% 0 0 
 100%   7,740,000 0  

0% 0 0 

 100% 0 0 
 100% 169,700 0 
 100% 0 0 
 100%   6,649,008   6,649,008 
 100% 0 0 

0% 0 0 

Operating Assurance Reserv 
Replacement Reserve 
Operating Deficit Reserve 
Rent Subsidy Reserve 
Syndicator Held Reserve 
Rent Lag Escrow 
Tax and Insurance Escrows 

Miscellaneous 

months Funded in Cas 
Required 
Not Required 

Subtotal 

3,463 522,874 
3,274 494,398 

0 0 
0 0 
0 0 
0 0 
0 0 
0 
0 

6,737 1,017,272 

General Requirements % of Contract 6.00% 
Builder Overhead % of Contract 1.89% 
Builder Profit % of Contract 5.56% 
Permits, Bond Premium, Tap Fees, Cost Cert. 

2,709 
903 

2,709 
983 

 100% 409,122 409,122 
 100% 136,374 136,374 
 100% 409,122 409,122 
 100% 148,433 148,433 

PRequired 812 
0 
0 
0 

0% 0 0 
0% 0 0 

 100% 0 0 
 100% 0 0 

 Other: 0 
Subtotal 52,462 7,921,761 

 100% 0 0 Subtotal 812 122,550 

15% of acquisition and $15,000/unit test: met Total Acquisition Costs 56,291 8,500,000 
Professional Fees Total Construction Hard Costs 52,462 7,921,761 

Design Architect Fees 1,589 
Supervisory Architect Fees 530 
Engineering/Survey 166 
 Other: 0 

Subtotal 2,285 345,000 

 100% 240,000 240,000 Total Non-Construction ("Soft") Costs 24,541 3,705,644 
 100% 80,000 80,000 
 100% 25,000 25,000 Developer Overhead and Fee 
 100% 0 0  100% 2,305,315 2,305,315 

Interim Construction Costs 
Property & Causalty Insurance 391 59,000  59,000 59,000 

LIHTC 
Basis 

Historic 
Basis 

Construction Loan Interest 
Title Work 
Legal Fees (in Tax Credit Basis) 
Construction Taxes 
 Other: 

Permanent Financing 
Subtotal 

4,189 632,495 
166 25,000 
894 135,000 

0 
0 

5,639 851,495 

474,371 474,371 Total Development Cost 148,561 22,432,720 19,918,848 11,799,148 
25,000 0 

135,000 0 TOTAL DEVELOPMENT SOURCES % of TDC 
0 0 MSHDA Permanent Mortgage 38.32% 56,922 8,595,169 Gap to 
0 0 Conventional/Other Mortgage  0.00% 0 0 Hard Debt 

Equity Contribution from Tax Credit Syndication 29.15% 43,312 6,540,157  # of Units Ratio 
MSHDA NSP Funds  0.00% 0 0.00 32% 

Loan Commitment Fee to MSHDA 2% 
 Other: 

Subtotal 1,911 288,515 
Other Costs (In Basis) 

Application Fee 13 
Market Study 43 
Environmental Studies 99 
Cost Certification 99 
Equipment and Furnishings 331 
Temporary Tenant Relocation 993 
Construction Contingency 4,403 
Appraisal and C.N.A. 66 
 Other: 0 

Subtotal 6,049 913,401 

 100% 2,000 2,000 
 100% 6,500 6,500 
 100% 15,000 15,000 
 100% 15,000 15,000 
 100% 50,000 0  
 100% 150,000 150,000 
 100% 664,901 664,901 
 100% 10,000 10,000 
 100% 0 0 

MSHDA HOME or Housing Trust Funds 6.24% 9,272 
Mortgage Resource Funds 6.07% 9,011 
Other MSHDA: 0.00% 0 
Local HOME 0.00% 0 
Income from Operations 3.08% 4,579 
Other Equity 0.00% 0 
Transferred Reserves: 1.53% 2,271 
Other: 0.00% 0 
Other: Seller's Note 13.87% 20,612 
Deferred Developer Fee 1.74% 2,582 
Total Permanent Sources 

691,495 

342,916 

22,432,720 

10.00 

Deferred 
Dev Fee 
16.91% 

Other Costs (NOT In Basis) 
Start-up and Organization 0 
Tax Credit Fees (based on 2017 QAP) 45,686   Within Range 303 45,686 
Compliance Monitoring Fee (based on 2017 QAP) 475 71,725 
Marketing Expense 0 
Syndication Legal Fees 331 50,000 
Rent Up Allowance months 0 0 
 Other: 0 

Subtotal 1,109 167,411 

Construction Loan Term 

Construction Contract 
Holding Period (50% Test) 
Construction Loan Period 

 
 
 
 
 
 
 

Months 
12 

4 
16 

 
 
 

 

Initial Owner's Equity Calculation 

 
 

Value of LIHTC/TCAP 
Acquisition 250,666 
Construction 469,096 
Total Yr Credit 719,762 
Equity Price $0.9175 
Equity Effective Price $0.9087 

130% Equity Contribution 6,603,152 
No 

 

Override 

 

Equity Contribution from Tax Credit Syndication 6,540,157 
Brownfield Equity 
Historic Tax Credit Equity 
General Partner Capital Contributions 
Other Equity Sources 

New Owner's Equity 6,540,157 Within Range  

3,112,366 

Summary of Acquisition Price 
Attributed to Land 760,000 
Attributed to Existing Structure 7,740,000 
Other: 0 
Fixed Price to Seller 8,500,000 

0
0

0
0

0% 
0% 

0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 
0% 

0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0

1,911 
0 

288,515 

Existing Reserve Analysi 
DCE Interest: 
Insurance: 
Taxes: 
Rep. Reserv 342,916 
ORC: 
DCE Principal: 
Other: 

632,495 Override 

0 
Balanced Sources Equal Uses? 

Surplus/(Gap) 

Instructions 

6,540,157 
Override As of May 31, 

2020 1st Mortgage Balance 
Prepayment Penalty 
Subordinate Mortgage(s) 
Subordinate Mortgage(s) 

Premium/(Deficit) vs Existing 
 

Override 

2,000 
6,500 

15,000 
15,000 
50,000 

150,000 
664,901 

10,000 

240,000 
80,000 
25,000 

122,550 
0 
0 
0 

169,700 

6,649,008 

409,122 
136,374 
409,122 
148,433 

760,000 
7,740,000 

4,988,550 
399,084 

8,500,00
0 
0 

8,500,00
 

Appraised Value 
"Encumbered As-Is" value as determined by appraisal: 
Plus 5% of Appraised Value: 
LESS Fixed Price to the Seller: 
Surplus/(Gap) 

3,112,366 
389,903 

100% 
75% 

100% 
100% 
100% 
100% 

Within Range 
Within Range 
Within Range 

4.0 

%
 in

 B
as

is
 

Maximum 2,305,315 15,267 2,305,315 
7.5% 
15% 

of Acquisition/Project Reserves 
of All Other Development Costs 

Override 5% Attribution Test 
met 

MSHDA Construction Loan 52.00% 77,252 11,665,014 
Construction Loan Rate 4.900% 
Repaid from equity prior to final closing 3,069,845 

 



Morton Manor 
Tax Exempt 
3851 

Development 
Financing 

MSHDA No. Mortgage Assumptions: 

Total Expenses 62.41% 6,204 936,784 

Base Net Operating Income 
Part A Mortgage Payment 32.68% 

3,736 
3,249 

564,116 
490,536 

Override 

Part A Mortgage 
Non MSHDA Financing Mortgage Payment 

56,922 
0 

8,595,169 

Non MSHDA Financing Type: 0 
Base Project Cash Flow (excludes ODR) 4.90% 487 73,580 

Initial 
Inflation 
Factor 

Future 
Beginning Inflation 

in Year Factor 

1.0% 6 2.0% 
1.0% 6 2.0% 

Future Vacancy 
6 3.0% 

3.0% 
3.0% 
3.0% 
4.0% 
5.0% 
3.0% 
5.0% 

1
1
6 
6 
6 
1 
1 

3.0% 
3.0% 
3.0% 
3.0% 
5.0% 
3.0% 
5.0% 

3.0% 
3.0% 
3.0% 
3.0% 

1
1
1 
1 

3.0% 
3.0% 
3.0% 
3.0% 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

Debt Coverage Ratio 
Mortgage Interest Rate 
Pay Rate 
Mortgage Term 
Income from Operations 

1.15 
4.900% 
4.900% 

40 
Yes 

 
 
 
years 

Total Development Income Potential Per Unit Total 

Annual Rental Income 9,739 1,470,600 
Annual Non-Rental Income 201 30,300 
Total Project Revenue 9,940 1,500,900 

Total Development Expenses 

Vacancy Loss 5.00% of annual rent potential 487 73,530 
Management Fee 534 per unit per year 534 80,634 
Administration 1,510 228,045 
Project-paid Fuel 354 53,400 
Common Electricity 390 58,830 
Water and Sewer 574 86,695 
Operating and Maintenance 1,669 252,000 
Real Estate Taxes 0  
Payment in Lieu of Taxes (PILOT) Applied to:  All Units 0 0 
Insurance 386 58,350 
Replacement Reserve 300 per unit per year 300 45,300 
Other: 0 
Other: 0  

% of 
Revenue 

Instructions 



Rental Income 

Unit No. of Units Unit Type Bedrooms Baths Net Sq. Ft. Contract Rent Utilities 
Total Housing  

Expense Gross Rent 
Current Section 8  

Contract Rent % of Gross Rent % of Total Units Gross Square Feet 
% of Total Square  

Feet 
TC Units Square  

Feet Unit Type 
Max Allowed  

Housing Expense Rent Limited By 
Differential: Under/  

(over) Differential % Effective AMI% 
Contract Rent/Sq.  

Foot 

50% 
Senior 

A 

Mgrs 

Area Median Income Units 
Occupancy 

10 Apartment 1 1.0 548 817 34 851 98,040 803 6.7% 6.6% 5,480 6.7% 5,480 Low HOME 716 TC Rent (135) -18.85% 59.4% $1.49 
0 803 0.0% 0.0% 0 0.0% 0 

1 Apartment 1 1.0 0 803 0.0% 0.0% 0 0.0% 0 

Total Units 151 Gross Rent Potential 1,470,600 HOME Units SF/Total Units SF 6.7% Within Range 
Income Average 58.94% Average Monthly Rent 812 # HOME Units/# Total Units 6.6% Within Range 
Set Aside 100.00% Gross Square Footage 82,200

1 

30,300 

Total Income Annual Monthly 
Rental Income 1,470,600 122,550 
Non-Rental Income 30,300 2,525 
Total Project Revenue 1,500,900 125,075 

Annual Non-Rental Income 
Misc. and Interest 1,300 
Laundry 4,000 
Carports 
Cellular Antenna Lease 25,000 
Other: 

 

859 TC Rent 8 0.93% 59.4% $1.49

60% Area Median Income Units 
Senior Occupancy 

A 140 Apartment 1 1.0 548 817 34 851 1,372,560 803 93.3% 92.7% 76,720 93.3% 76,720 
1,372,560 803 93.3% 92.7% 76,720 93.3% 76,720

Income Limits for  W ayne County (Effective April 24,2019) 
1 Person 2 Person 3 Person 4 Person 5 Person 6 Person 

30% of area median 16,050 18,330 20,610 22,890 24,750 26,580 
40% of area median 21,400 24,440 27,480 30,520 33,000 35,440 
50% of area median 26,750 30,550 34,350 38,150 41,250 44,300 
60% of area median 32,100 36,660 41,220 45,780 49,500 53,160 

Instructions 

Development Morton Manor
Financing Tax Exempt 

MSHDA No. 3851 
Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

Utility Allowances 
 

Tenant-Paid 
Electricity

Owner-Paid 
A/C 

Owner-Paid 
Gas 

Owner-Paid 
W ater/ Sewer 

Other Total Overide 

34 34 
0
0
0
0
0
0
0

A 
B 
C
D
E 
F 
G
H

 

82,200 82,200

 



Cash Flow Projections Development Morton Manor 

3% 

u 
e 

In
fla

to
r 

Financing Tax Exempt 
MSHDA No. 3851 

Step Commitment 
Date 07/30/2020 
Type Preservation - Subsidized 

iti
al

 

ar
ti tu
r 

In
 

St
 

F 1 2 3 4 5 6 7 8 9 10 

Income 
Annual Rental Income 1.0% 6 2.0% 1,470,600 1,485,306 1,500,159 1,515,161 1,530,312 1,560,919 1,592,137 1,623,980 1,656,459 1,689,588 
Annual Non-Rental Income 1.0% 6 2.0% 30,300 30,603 30,909 31,218 31,530 32,161 32,804 33,460 34,129 34,812 

Total Project Revenue  1,500,900 1,515,909 1,531,068 1,546,379 1,561,843 1,593,079 1,624,941 1,657,440 1,690,589 1,724,400 

Expenses 
Vacancy Loss 5.0% 6 3.0% 73,530 74,265 75,008 75,758 76,516 46,828 47,764 48,719 49,694 50,688 
Management Fee 3.0% 1 3.0% 80,634 83,053 85,545 88,111 90,754 93,477 96,281 99,170 102,145 105,209 
Administration 3.0% 1 3.0% 228,045 234,886 241,933 249,191 256,667 264,367 272,298 280,467 288,881 297,547 
Project-paid Fuel 3.0% 6 3.0% 53,400 55,002 56,652 58,352 60,102 61,905 63,762 65,675 67,646 69,675 
Common Electricity 4.0% 6 3.0% 58,830 61,183 63,631 66,176 68,823 70,887 73,014 75,205 77,461 79,784 
Water and Sewer 5.0% 6 5.0% 86,695 91,030 95,581 100,360 105,378 110,647 116,180 121,989 128,088 134,492 
Operating and Maintenance 3.0% 1 3.0% 252,000 259,560 267,347 275,367 283,628 292,137 300,901 309,928 319,226 328,803 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT) 0 0 0 0 0 0 0 0 0 0 
Insurance 3.0% 1 3.0% 58,350 60,101 61,904 63,761 65,673 67,644 69,673 71,763 73,916 76,134 
Replacement Reserve 3.0% 1 3.0% 45,300 46,659 48,059 49,501 50,986 52,515 54,091 55,713 57,385 59,106 
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 0  

Subtotal: Operating Expenses 
Debt Service 
Debt Service Part A 

936,784 

490,536 

965,739 

490,536 

995,658 

490,536 

1,026,576 

490,536 

1,058,527 

490,536 

1,060,407 

490,536 

1,093,964 

490,536 

1,128,629 

490,536 

1,164,440 

490,536 

1,201,438 

490,536 
Debt Service Conventional/Other Financing 0 0 0 0 0 0 0 0 0 0 

Total Expenses 1,427,320 1,456,275 1,486,194 1,517,112 1,549,063 1,550,943 1,584,499 1,619,164 1,654,976 1,691,974 

Cash Flow/(Deficit) 73,580 59,634 44,874 29,267 12,780 42,137 40,442 38,276 35,613 32,427 
Cash Flow Per Unit 487 395 297 194 85 279 268 253 236 215 
Debt Coverage Ratio on Part A Loan 1.15 1.12 1.09 1.06 1.03 1.09 1.08 1.08 1.07 1.07 
Debt Coverage Ratio on Conventional/Other Financing N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Interest Rate on Reserves Average Cash Flow as % of Net Income 

Operating Deficit Reserve (ODR) Analaysis 
Maintained Debt Coverage Ratio (Hard Debt) 1.00 
Maintained Operating Reserve (No Hard Debt) 250 Initial Deposit 
Initial Balance 47,101 47,101 48,514 49,970 51,469 53,013 54,603 56,241 57,928 59,666 61,456 

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 1,413 1,455 1,499 1,544 1,590 1,638 1,687 1,738 1,790 1,844 
Ending Balance at Maintained DCR 48,514 49,970 51,469 53,013 54,603 56,241 57,928 59,666 61,456 63,300 
Maintained Cash Flow Per Unit 487 395 297 194 85 279 268 253 236 215 
Maintained Debt Coverage Ratio on Part A Loan 1.15 1.12 1.09 1.06 1.03 1.09 1.08 1.08 1.07 1.07 
Maintained Debt Coverage Ratio on Conventional/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 47,101 

Operating Assurance Reserve Analysis 475,773 
Required in Year: 1  Initital Deposit 

Initial Balance 475,773 475,773 490,046 504,748 519,890 535,487 551,552 568,098 585,141 602,695 620,776 
Interest Income 14,273 14,701 15,142 15,597 16,065 16,547 17,043 17,554 18,081 18,623 
Ending Balance 490,046 504,748 519,890 535,487 551,552 568,098 585,141 602,695 620,776 639,399 

Deferred Developer Fee Analysis 
Initial Balance 389,903 316,323 256,688 211,814 182,547 169,767 127,630 87,189 48,913 13,300 
Dev Fee Paid 73,580 59,634 44,874 29,267 12,780 42,137 40,442 38,276 35,613 13,300 
Ending Balance Repaid in year: 10 316,323 256,688 211,814 182,547 169,767 127,630 87,189 48,913 13,300 0 

Mortgage Resource Fund Loan 

Current Yr Int 40,821 40,821 40,821 40,821 40,821 40,821 40,821 40,821 40,821 40,821 
Accrued Int 0 40,821 81,643 122,464 163,286 204,107 244,929 285,750 326,571 367,393 
Subtotal % of Cash Flow 1,401,535 1,442,357 1,483,178 1,524,000 1,564,821 1,605,643 1,646,464 1,687,285 1,728,107 1,768,928 
Annual Payment Due 50% 0 0 0 0 0 0 0 0 0 9,563 
Year End Balance 1,401,535 1,442,357 1,483,178 1,524,000 1,564,821 1,605,643 1,646,464 1,687,285 1,728,107 1,759,365 

In
fla

to
r 

ng
 in

 Y
r 

Interest Rate on Subordinate Financing 3% Initial Balance 
1,360,714 1,360,714 1,360,714 1,360,714 1,360,714 1,360,714 1,360,714 1,360,714 1,360,714 1,360,714 1,360,714 Principal Amount of all MSHDA Soft Funds 

 



Cash Flow Projections 
 

 

250 Maintained Operating Reserve (No Hard Debt) 
1.00 Maintained Debt Coverage Ratio (Hard Debt) 

Initial Deposit 
47,101 
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11 12 13 14 15 16 17 18 19 20 

Income 
Annual Rental Income 

  
1.0% 

 
6 

 
2.0% 

 
1,723,380 

 
1,757,848 

 
1,793,005 

 
1,828,865 

 
1,865,442 

 
1,902,751 

 
1,940,806 

 
1,979,622 

 
2,019,215 

 
2,059,599 

Annual Non-Rental Income  1.0% 6 2.0% 35,508 36,218 36,943 37,682 38,435 39,204 39,988 40,788 41,604 42,436 
 Total Project Revenue    1,758,888 1,794,066 1,829,947 1,866,546 1,903,877 1,941,955 1,980,794 2,020,410 2,060,818 2,102,034 

Expenses              

Vacancy Loss 5.0% 6 3.0% 51,701 52,735 53,790 54,866 55,963 57,083 58,224 59,389 60,576 61,788 
Management Fee 3.0% 1 3.0% 108,365 111,616 114,965 118,414 121,966 125,625 129,394 133,276 137,274 141,392 
Administration 3.0% 1 3.0% 306,473 315,668 325,138 334,892 344,939 355,287 365,945 376,924 388,231 399,878 
Project-paid Fuel 3.0% 6 3.0% 71,765 73,918 76,136 78,420 80,772 83,195 85,691 88,262 90,910 93,637 
Common Electricity 4.0% 6 3.0% 82,178 84,643 87,183 89,798 92,492 95,267 98,125 101,069 104,101 107,224 
Water and Sewer 5.0% 6 5.0% 141,217 148,278 155,692 163,476 171,650 180,233 189,244 198,707 208,642 219,074 
Operating and Maintenance 3.0% 1 3.0% 338,667 348,827 359,292 370,070 381,173 392,608 404,386 416,518 429,013 441,884 
Real Estate Taxes 5.0% 1 5.0% 0 0 0 0 0 0 0 0 0 0 
Payment in Lieu of Taxes (PILOT)    0 0 0 0 0 0 0 0 0 0 
Insurance 3.0% 1 3.0% 78,418 80,770 83,193 85,689 88,260 90,907 93,635 96,444 99,337 102,317 
Replacement Reserve 3.0% 1 3.0% 60,879 62,706 64,587 66,525 68,520 70,576 72,693 74,874 77,120 79,434 
Other: 3.0% 1 3.0% 0 0 0 0 0 0 0 0 0 0 
Other: 3.0% 1 3.0% 

Subtotal: Operating Expenses 
  0 0 0 0 0 0 0 0 0 0  

1,239,664 1,279,161 1,319,974 1,362,150 1,405,735 1,450,780 1,497,338 1,545,460 1,595,204 1,646,628 
Debt Service 
Debt Service Part A 
Debt Service Conventional/Other Financing 

 
Total Expenses 

 
Cash Flow/(Deficit) 
Cash Flow Per Unit 
Debt Coverage Ratio on Part A Loan 
Debt Coverage Ratio on Conventional/Other Financing 

 
Interest Rate on Reserves 

 
490,536 490,536 490,536 490,536 490,536 490,536 490,536 490,536 490,536 490,536 

0 0 0 0 0 0 0 0 0 0 
 

1,730,200     1,769,697     1,810,510     1,852,685     1,896,271     1,941,316     1,987,873     2,035,996     2,085,740     2,137,163 
 

28,689 24,369 19,437 13,861 7,607 639 (7,079) (15,586) (24,922) (35,129) 
190 161 129 92 50 4 (47) (103) (165) (233) 

1.06 1.05 1.04 1.03 1.02 1.00 0.99 0.97 0.95 0.93 
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

 

 
Operating Deficit Reserve (ODR) Analaysis 

 
Initial Balance 

Total Annual Draw to achieve 1.0 DCR 
Total Annual Deposit to achieve Maintained DCR 
Total 1.0 DCR and Maintained DCR 

Interest 
Ending Balance at Maintained DCR 
Maintained Cash Flow Per Unit 
Maintained Debt Coverage Ratio on Part A Loan 
Maintained Debt Coverage Ratio on Conventional/Other 
Standard ODR 
Non-standard ODR 

 
Operating Assurance Reserve Analysis 

Required in Year: 1  
Initial Balance 
Interest Income 
Ending Balance 

 
Deferred Developer Fee Analysis 
Initial Balance 
Dev Fee Paid 
Ending Balance Repaid in year: 10 

Mortgage Resource Fund Loan 

63,300 65,199 67,155 69,170 71,245 73,382 75,583 70,772 57,309 34,106 
0 0 0 0 0 0 (7,079) (15,586) (24,922) (35,129) 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 (7,079) (15,586) (24,922) (35,129) 

1,899 1,956 2,015 2,075 2,137 2,201 2,268 2,123 1,719 1,023 
65,199 67,155 69,170 71,245 73,382 75,583 70,772 57,309 34,106 (0) 

190 161 129 92 50 4 0 0 0 0 
1.06 1.05 1.04 1.03 1.02 1.00 1.00 1.00 1.00 1.00 
N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

 
 
 
 

639,399 658,581 678,339 698,689 719,650 741,239 763,476 786,381 809,972 834,271 
19,182 19,757 20,350 20,961 21,589 22,237 22,904 23,591 24,299 25,028 

658,581 678,339 698,689 719,650 741,239 763,476 786,381 809,972 834,271 859,299 
 
 

0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 

 
Current Yr Int  40,821 40,821 40,821 40,821 40,821 40,821 40,821 40,821 40,821 40,821 
Accrued Int  398,651 425,128 453,765 484,868 518,759 555,777 596,279 637,100 677,922 718,743 
Subtotal % of Cash Flow 1,800,186 1,826,664 1,855,300 1,886,403 1,920,294 1,957,312 1,997,814 2,038,636 2,079,457 2,120,278 
Annual Payment Due 50% 14,344 12,185 9,719 6,931 3,803 319 0 0 0 0 
Year End Balance  1,785,842 1,814,479 1,845,582 1,879,473 1,916,491 1,956,993 1,997,814 2,038,636 2,079,457 2,120,278 

 

47,101 
0 

Initital Deposit 
475,773 

475,773 

3% 

ur
e 

In
fla
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r 

Interest Rate on Subordinate Financing 3%  Initial Balance 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 

 
1,360,714 Principal Amount of all MSHDA Soft Funds 

 



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION DETERMINING MORTGAGE LOAN FEASIBILITY 
MORTON MANOR APARTMENTS, MSHDA DEVELOPMENT NO. 3851 

CITY OF DETROIT, WAYNE COUNTY 

July 30, 2020 

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 
Metropolitan Baptist Church Housing Corporation LLC, Communities of Hope Inc. and Christina 
Love, LLC (the "Applicant") for a multifamily housing project to be located in the City of Detroit, 
Wayne County, Michigan, having an estimated total development cost of Twenty-Two Million Four 
Hundred Thirty-Two Thousand Seven Hundred Twenty Dollars ($22,432,720), a total estimated 
maximum mortgage loan amount of Eleven Million Six Hundred Sixty-Five Thousand Fourteen 
Dollars ($11,665,014) and a Mortgage Resource Fund loan in the amount of One Million Three 
Hundred Sixty Thousand Seven Hundred Fourteen Dollars ($1,360,714) (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.
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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 Eleven Million Eight
Hundred Eighty-Six Thousand Seventy-Two Dollars ($11,886,072).

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 30, 2020, which conditions 
are hereby incorporated by reference as if fully set forth herein. 



MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 

RESOLUTION AUTHORIZING MORTGAGE LOAN 
MORTON MANOR APARTMENTS, MSHDA DEVELOPMENT NO. 3851 

CITY OF DETROIT, WAYNE COUNTY 

July 30, 2020 

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 the Metropolitan 
Baptist Church Housing Corporation LLC, Communities of Hope Inc. and Christina Love, LLC (the 
"Applicant") for a construction mortgage loan in the amount of Eleven Million Six Hundred Sixty-
Five Thousand Fourteen Dollars ($11,665,014), and a permanent mortgage loan in the amount 
of Eight Million Five Hundred Ninety-Five Thousand One Hundred Sixty-Nine Dollars 
($8,595,169), for the construction and permanent financing of a multi-family housing project 
having an estimated total development cost of Twenty-Two Million Four Hundred Thirty-Two 
Thousand Seven Hundred Twenty Dollars ($22,432,720), to be known as Morton Manor 
Apartments, located in the City of Detroit, Wayne County, Michigan, and to be owned by Morton 
Manor Limited Dividend Housing Association LLC (the "Mortgagor"); and 

WHEREAS, the Applicant has also requested a Mortgage Resource Fund loan in the estimated 
amount of One Million Three Hundred Sixty Thousand Seven Hundred Fourteen Dollars 
($1,360,714) (the "MRF Loan") and a mortgage loan under the HOME Investment Partnerships 
Program using HOME funds in the estimated amount of One Million Four Hundred Thousand 
Dollars ($1,400,000) (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;
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(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;

(g) 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 Chief Financial Officer, the 
Deputy 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 financing of the proposed housing project in an amount not to exceed Eleven 
Million Six Hundred Sixty-Five Thousand Fourteen Dollars ($11,665,014), and permanent 
financing in an amount not to exceed Eight Million Five Hundred Ninety-Five Thousand One 
Hundred Sixty-Nine Dollars ($8,595,169), 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 Eleven Million Eight Hundred Eighty-Six 
Thousand Seventy-Two Dollars ($11,886,072).  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
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authorized to issue to the Applicant and the Mortgagor a commitment for a Preservation Loan 
(together with the commitment for the Mortgage Loan, the "Mortgage Loan Commitment") in the 
estimated amount of One Million Three Hundred Sixty Thousand Seven Hundred Fourteen 
Dollars ($1,360,714), 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 as follows: 

 
(a) So long as the Housing Assistance Payments Contract or any other federal 

subsidy is in effect, the rate of return shall be limited to 6 percent (6%) of the 
Mortgagor's equity, as determined by the Authority, or any other amount approved 
by HUD, but not to exceed twelve percent (12%).   

 
(b) Following the expiration or termination of the Housing Assistance Payments 

Contract or other federal subsidy, the rate of return shall not exceed twenty-five 
percent (25%) of the Mortgagor's equity, as determined by the Authority. 

 
(b) 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 30, 
2020, which conditions are hereby incorporated by reference as if fully set forth herein. 



Dev # Development Name Location # Units Family/Elderly Date of Request Approval Date Terms of Relief
1071 Deer Creek Sturgis 40 Family 3/27/2020 4/9/2020 3 Month Principle Deferral
899 Baldwin House Birmingham 131 Elderly 4/9/2020 4/13/2020 3 Month Principle Deferral

1016 American House North Flint 126 Elderly 4/9/2020 4/13/2020 6 Month Principle and Escrow Deferral
1043 Belleview Place I Ionia 48 Family 4/20/2020 5/1/2020 6 Month Principle Deferral
3003 Belleview Place II Ionia 48 Family 4/20/2020 5/1/2020 6 Month Principle Deferral
923 Manchester Place I Detroit 144 Family 4/27/2020 5/11/2020 3 Month Principle Deferral
973 Manchester Place II Detroit 56 Family 4/27/2020 5/11/2020 3 Month Principle Deferral

1410 Carriage Town Square Flint 30 Family 5/18/2020 5/20/2020 6 Month Principle and RR Deferral

Approvals
Short Term Mortgage Relief

July 2020



CUMULATIVE MONEY SPENT
2010-CURRENT

$303,795,156.74

$375,918,639.40

$28,873,742.74

HARDEST HIT PROGRAMS

# OF HOUSEHOLDS 
THIS MONTH

# OF CUMULATIVE 
HOUSEHOLDS
2010-CURRENT

MONEY SPENT
THIS MONTH

Michigan Homeowner Assistance Nonprofit Housing Corporation (MHA)
Step Forward Michigan

PO Box 30632 ● Lansing, MI 48909-8132
Phone (866) 946-7432 ● Fax (517) 636-6170

www.stepforwardmichigan.org

MORTGAGE & TAX ASSISTANCE 67 38,891 $478,565.95

Step Forward DPA 7 1,949 $104,529.00

BLIGHT ELIMINATION 274 22,941 $5,317,378.89

JUNE 2020



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.

SINGLE FAMILY MORTGAGES
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GOAL  PURCHASED



Print on Legal-Size paper

Series
/Date Month #

PURCHASED 
Prior Total

PURCHASED 
NEW Total

 
1st + DPA
TO DATE

NEWEST 
ALLOCATED

031 Jun-20 0 -$  0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 031 21,918,601.00$       21,918,601.00$      23,092,639.00$       10,000,000.00$      

6/26/2014
07-26-17 May-20 0 -$  0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 0 $0.00 101 1,174,038.00$         1,174,038.00$        remaining: (13,092,639.00)$     

057 Jun-20 0 -$  0 $0.00 8 $1,049,887.00 0 $0.00 0 $0.00 0 $0.00 -5 -$657,246.00 3 $392,641.00 0 $0.00 0 $0.00 057 298,889,758.00$     298,889,758.00$    308,182,920.00$     300,000,000.00$    

4/15/2019 May-20 0 - 2 $164,583.00 10 $1,350,536.00 2 $164,583.00 0 $0.00 0 $0.00 -4 $465,232.00 8 $1,049,887.00 0 $0.00 0 $0.00 157 9,293,162.00$         $9,293,162.00 remaining: (8,182,920.00)$       

058 Jun-20 0 -$  162 $1,965,675.00 291 $33,893,640.00 160 $19,089,542.00 -6 -$789,451.00 5 $657,246.00 0 $0.00 243 $28,197,065.00 207 $24,653,912.00 190 $1,258,429.00 058 148,232,932.00$     172,886,844.00$    181,622,565.00$     225,000,000.00$    

11/1/2019 May-20 183 22,667,050.00     227 $26,231,418.00 341 $39,617,296.00 183 $21,061,903.00 -1 -$73,641.00 4 $465,232.00 0 -$97.00 291 $33,893,640.00 236 $27,177,053.00 220 $1,413,384.00 158 7,477,292.00$         8,735,721.00$        remaining: 43,377,435.00$      

059 Jun-20 509 62,439,776.00$   162 $19,865,356.00 2 $172,320.00 108 $13,862,236.00 0 $0.00 0 $0.00 0 $0.00 106 $13,489,686.00 4 $544,870.00 4 $26,212.00 059 -$  544,870.00$           571,082.00$           300,000,000.00$    

5/1/2020 May-20 135 16,171,893.00     6 $591,035.00 0 $0.00 2 $172,320.00 0 $0.00 0 $0.00 0 $0.00 2 $172,320.00 0 $0.00 0 $0.00 159 -$  26,212.00$             remaining: 299,428,918.00$    

TOTAL Jun-20 509 $62,439,776.00 324 $21,831,031.00 301 $35,115,847.00 268 $32,951,778.00 -6 -$789,451.00 5 $657,246.00 -5 -$657,246.00 352 $42,079,392.00 211 $25,198,782.00 194 $1,284,641.00

#255
Series
/Date Month

9/16/2019-
R2 Jun-20 0 -$  0 -$  0 -$  7 150,000.00$      1 15,000.00$     1 15,000.00$         7 104,529.00$     451 6,713,421.78$     Previous Total

9/24/2018 May-20 2 30,000.00$          0 -$  0 -$  19 285,000.00$      2 30,000.00$     2 30,000.00$         7 102,988.67$     458 6,817,950.78$     Round 2 Total

1491 22,192,427.77$   Round 1 Total
1949 29,010,378.55$   GRAND Total

MI HOME FLEX Loan Program (MBS)

Series
/Date Month

900      Jun-20 22 2,464,774.00$     16 $1,848,643.00 37 $3,789,673.00 14 $1,586,584.00 -1 -$194,000.00 0 -$2,447.00 39 $4,049,394.00 11 $1,130,416.00 11 $70,889.00

11/14/2013 May-20 17 2,082,887.00$     18 $1,848,592.00 29 $3,097,278.00 13 $1,363,020.00 0 $0.00 0 $0.00 37 $3,789,673.00 5 $670,625.00 5 $35,461.00

MCC PIP Loans Applications Commitments Purchased 
212 MCC Jun-20 46 6,760,814.00$     16 2,509,311.00$   23 3,169,036.00$    12 1,555,303.00$   June-20 1 6,500.00$         0 -$  0 -$  

9/18/2019 May-20 22 3,176,303.00$         9 1,182,651.00$      6 873,391.00$           14 1,958,607.00$      May-20 1 4,150.00$             0 -$  0 -$  

RESERVATIONS Cancel/Rejects APPLICATIONS 
RECEIVEDTotal In Process

COMMITMENTS 
BEGINNING

Transfers IN
or AdjustmentRESERVATIONS COMMITMENTS ISSUED

APPLICATIONS 
RECEIVED

RESERVATIONS APPS RECEIVED COMMITMENTS CERTIFICATES

APPLICATIONS 
RECEIVED

COMMITMENTS 
BEGINNING COMMITMENTS ISSUEDRESERVATIONS

Monthly Homeownership Production Report: JUNE 2020

COMMITMENT 
Cancellations 
Reinstatements Net

COMMITMENT 
& PURCHASE 
IN/DEcrease Net

COMMITMENTS 
ENDING PURCHASED #1 PURCHASED-DPA

PURCHASED-DPAPURCHASED #1
Cancellations 
Reinstatements Net

Transfers OUT 
or Adjustment

COMMITMENTS 
ENDING

MI HOME Loan Programs

STEP FORWARD DPA Program 

COMMITMENTS ISSUED PURCHASED-DPA 
FUNDEDDeleted



Delegated Action 
Report(s) 

Homeownership 



TO:  

FROM: 

DATE: 

RE: 

M E  M O R A N D U M

Authority Members 

Gary Heidel, Acting Executive Director 

July 30, 2020 

Homeownership Division Summary of Delegated Actions 
for the Period May 1, 2020 to June 30, 2020 

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 above time 
period.  If activity is indicated, a report on that delegated action is attached. 

I. Loan Activity

A. Moderate Rehabilitation Loans No Activity 
B. Mortgage Loan Increases No Activity 
C. Mortgage Loans for MI HOME and CSH No Activity 
D. Small Size and High Security Loans See Attached Report 
E. Development Fund Loans Under $250,000 No Activity 
F. Pre-Development Loans No Activity 
G. HOME Funds for MSHDA-Financed Project No Activity 
H. Asset Management See Attached Report 
I. Homeless Initiatives No Activity 
J. Neighborhood Stabilization Program (NSP) Loans No Activity 
K. Waiver of Prepayment Prohibition No Activity 

II. Professional Services Contracts

A. Contracts Under $25,000 No Activity 
B. Homeownership Counseling See Attached Report 
C. Technical Assistance Contracts No Activity 
D. Environmental Consulting Contracts No Activity 

III. Work-out for 80/20 Developments No Activity 

IV. Grant Activity

A. Application for State or Federal Funds No Activity 
B. HOME Grants No Activity 
C. CDBG Grants No Activity 
D. Development Fund Grants Under $250,000 No Activity 
E. Homeless Initiatives No Activity 



Homeownership Division Summary of Delegated Actions Page 2 of 2 
for the Period May 1, 2020 to June 30, 2020  

F. Neighborhood Stabilization Program (NSP) Grants No Activity 
G. HUD Housing Counseling Grant   See Attached Report 

V. Michigan Affordable Housing Fund Activity No Activity 

VI. Disposition of Bankruptcy Lien Stripping Cases No Activity 

VII. Acceptance and Approval of HUD Housing Choice No Activity 
Vouchers (HCV)



REPORT ON DELEGATED ACTIONS 

For the period May 1, 2020 to June 30, 2020 

Date: July 30, 2020 

DELEGATED ACTION 

Housing Education Program (HEP) 

On June 27th, 2019 the Authority approved the continuation of MSHDA’s Housing Education 
Program by approving the budgeted amount of $600,000 for the fiscal year 2019/2020 and 
delegating to authorize signatories for the Homeownership Division the authority to enter into or 
renew existing contracts.  

ACTIVITY 

A listing of all contract expenditures during the reporting period is attached. 

The purpose of the Michigan State Housing Development Authority’s (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 include Homebuyer Education, Pre-Purchase Individual services, Financial Capability 
services, Rental services, Homeless services and Foreclosure services. 

Agencies that receive funds through this opportunity will provide assistance to first-time and 
repeat homebuyers by providing education on the many facets of the home purchase process 
to clients seeking to purchase their home with the intent of utilizing 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
FY 2019/20  -  7.1.19 to 6.30.20

EIN # Contract Amount

Abayomi Community Dev. Corp. 38-3407865 $10,000.00
Amandla Community Dev. Corp 38-3195198 $10,000.00
Bay Area Housing, Inc. 38-3130001 $27,000.00
Blue Water Community Action 38-2284121 $15,000.00
Capital Area Community Partnership 38-2926892 $40,000.00
Center For Financial Health 20-3360802 $40,000.00
City of Grand Haven 38-6004687 $30,000.00
Community Action Agency - Jackson 38-1803599 $20,000.00
Community Action House 23-7120670 $27,000.00
Community Housing Network 38-3372734 $40,000.00
Genesee County Habitat 38-2899387 $10,000.00
Habitat for Humanity Michigan 38-3142455 $11,000.00
Habitat of Monroe County 38-3243925 $20,000.00
HOME of Mackinac County 38-3330709 $35,000.00
Home Repair Services 38-2263817 $15,000.00
Jewish Vocational Service 38-1358013 $10,000.00
Kalamazoo Neighborhood Housing Services, Inc. 38-2391442 $10,000.00
Mid Michigan Community Action Agency, Inc. 38-2056236 $9,000.00
Monroe County Opportunity Program 38-1813239 $15,000.00
MSU Extension 38-6005984 $15,000.00
National Faith 38-3302761 $10,000.00
NCCS - Center for Nonprofit Housing 38-3164047 $7,000.00
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 $27,000.00
Northern Homes Community Development Corporation 38-3395829 $15,000.00
Northwest Michigan Community Action Agency 38-2027389 $27,000.00
Oakland County 38-6004876 $10,000.00
Oakland Livingston Human Service Agency 38-1785665 $20,000.00
Southwest Economic Solutions 38-2324335 $25,000.00
Southwest Michigan Community Action Agency 38-2415106 $8,000.00
Wayne Metropolitan Community Action Agency 38-1976979 $27,000.00
Total $605,000.00



Delegated Action 
Report(s) 

Executive - 
Office of Equity 

and Engagement



TO:  

FROM: 

DATE: 

RE: 

M E  M O R A N D U M

Authority Members 

Gary Heidel, Acting Executive Director 

July 30, 2020 

Executive Division – Office of Equity & Engagement Summary of Delegated 
Actions for the Period May 1, 2020 to June 30, 2020 

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 Executive Division – Office of Equity and 
Engagement during the above time period.  If activity is indicated, a report on that delegated 
action is attached. 

I. Loan Activity

A. Moderate Rehabilitation Loans No Activity 
B. Mortgage Loan Increases No Activity 
C. Mortgage Loans for MI HOME and CSH No Activity 
D. Small Size and High Security Loans No Activity 
E. Development Fund Loans Under $250,000 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 No Activity 
K. Waiver of Prepayment Prohibition No Activity 

II. 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 

III. Work-out for 80/20 Developments No Activity 

IV. Grant Activity

A. Application for State or Federal Funds No Activity 
B. HOME Grants No Activity 
C. CDBG Grants No Activity 
D. Housing Development Fund Grants Under $250,000 See Attached Report



Executive Division – Office of Equity & Engagement 
Summary of Delegated Actions  Page 2 of 2 
for the Period May 1, 2020 to June 30, 2020  

E. Homeless Initiatives No Activity 
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 

VII. Acceptance and Approval of HUD Housing Choice No Activity 
Vouchers (HCV)



Page 1 of 1 

Michigan State Housing Development Authority Grants 
Awarded May 1, 2020 to June 30, 2020 

Funding Source: Housing Development Fund (HDF) 
Program Category: Development Fund Grants  

County Grant Number  Organization Name & Address  Grant Amount 

Kalamazoo HDF-396 Local Initiatives Support Corporation (LISC) 
201 West Kalamazoo Avenue, Kalamazoo, 
Michigan 49007 

$160,000 

Wayne HDF-397 United Way for Southeastern Michigan 
3011 West Grand Blvd., Ste. 500, Detroit, 
Michigan 48202 

$160,000 



Delegated Action 
Report(s) 

Rental 
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Solutions 



TO:  

FROM: 

DATE: 

RE: 

M E  M O R A N D U M

Authority Members 

Gary Heidel, Acting Executive Director 

July 30, 2020 

Rental Assistance and Homeless Solutions Summary of Delegated Actions 
for the Period May 1, 2020 to June 30, 2020 

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 Homeless Solutions during 
the above time period.  If activity is indicated, a report on that delegated action is attached. 

I. Loan Activity

A. Moderate Rehabilitation Loans No Activity 
B. Mortgage Loan Increases No Activity 
C. Mortgage Loans for MI HOME and CSH No Activity 
D. Small Size and High Security Loans No Activity 
E. Development Fund Loans Under $250,000 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 No Activity 
K. Waiver of Prepayment Prohibition No Activity 

II. 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 

III. Work-out for 80/20 Developments No Activity 

IV. Grant Activity

A. Application for State or Federal Funds No Activity 
B. HOME Grants No Activity 
C. CDBG Grants No Activity 
D. Development Fund Grants Under $250,000 No Activity 
E. Homeless Initiatives No Activity 



Rental Assistance and Homeless Solutions Summary of Delegated Actions Page 2 of 2 
for the Period April 1, 2020 to June 30, 2020  

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 

VII. Acceptance and Approval of HUD Housing Choice No Activity 
Vouchers (HCV)



Michigan State Housing Development Authority

Grants Awarded 04/01/2020 thru 06/30/2020

Funding Source Categories: MSHDA and Federal McKinney

Program Categories: ESG and Special Grant

County Grant Number Organization Name & Address Grant Amount

Genesee HML-2020-Shelter -5101-ESM-02 Shelter of Flint, Inc.

924 Cedar Street

Flint, MI 48503-3620
04/01/2020

$50,000

Ingham HML-2019-Departme-5506-HMIS Department of Health and Human Services

Grand Tower Bldg, 11th Floor 235 S. Grand 

Avenue P.O. Box 30802

Lansing, MI 48909

05/01/2020

$136,764

Ingham HML-2020-Michigan-5682-SP-02 Michigan Coalition Against Homelessness

15851 S. Old US 27 Suite 315 

Lansing, MI 48906-5657
05/01/2020

$100,000

Kent HML-2020-Heart of-1148-ESM-03 Heart of West Michigan United Way

118 Commerce SW 

Grand Rapids, MI 49503-4106
04/01/2020

$50,000

Total # of Grants: 4 Total Amount: $336,764

6/24/2020 Page 1



2020 Board Calendar 

January February 
Voting Items Voting Items 
1 1 
2 2 
3 3 

March April 
Voting Items Voting Items 
1 Liquidity Facility 1 Public Housing Plan 
2 2 
3 3 
Discussion Items Discussion Items 
1 Strategic Plan:  Mission/Vision 1 Quarterly Financials 
2 Bond Cap Legislation 2 Single Family Bond Deal 
3 Public Housing Plan 3 

4 
5 

May June 
Voting Items Voting Items 
1 Single Family Bond Deal 1 2020-21 Budget 
2 2 
3 3 
Discussion Items Discussion Items 
1 2020-21 Budget 1 Quarterly Financials 
2 Short Term Relief Policy 2 

3 3 

4 4 



July August 
Voting Items Voting Items 
1 Pass-Through Program 1 

2 2 
3 3 
Discussion Items Discussion Items 
1 1 Multifamily Bond Deal 
2 2 Amendments to Direct Lending 

Loan Parameters 
3 3 
4 4 

September October 
Voting Items Voting Items 
1 Amendments to Direct Lending 

Loan Parameters 
1 Single Family Bond Deal 

2 Multifamily Bond Deal 2 
3 3 
Discussion Items Discussion Items 
1 Single Family Bond Deal 1 Approval of Board Meeting 

Schedule for 2021 
2 2 
3 3 
4 4 

November December 
Voting Items Voting Items 
1 Approval of Board Meeting 

Schedule for 2021 
1 

2 2 
3 3 
Discussion Items Discussion Items 
1 Audited Year-End 6/30/2020 Financials 1 
2 2 
3 3 
4 4 
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