MEMORANDUM

TO: Mayor and Council

FROM: Jayne Miller, Community Services Area Administrator

DATE: July 2, 2007

RE: Resolution to Amend Resolution R-86-3-07 to Approve a Housing

Rehabilitation Agreement, Housing Affordability Agreement, Mortgage, Note
and Subordination Agreement with Parkhurst Apartments, Limited Dividend
Housing Association Limited Partnership for Parkhurst Apartments at
1500 Pauline

Attached for your review and approval is a resolution to approve an amendment to Council
Resolution R-86-3-07 which amended Council Resolution R-524-12-06 which approved the
Housing Rehabilitation Agreement, Housing Affordability Agreement, Mortgage, Note, and
Subordination Agreement with Parkhurst Apartments, Limited Dividend Housing
Association Limited Partnership to complete the refinancing and rehabilitation of 1500
Pauline, a 48 unit multi-family housing complex, and to add a community room. Parkhurst
Apartments is a tax credit project which is owned by Parkhurst Apartments Limited
Dividend Housing Association, Limited Partnership (Parkhurst Apartments LP), which
consists of a subsidiary of Washtenaw Affordable Housing Corporation (WAHC), called
Parkhurst Apartments, Inc. and tax syndication equity partner called National Equity Fund
(NEF).

NEF’s loan committee has requested that the City change the terms of our $300,000 loan
from a 99-year term to a 30-year term because they are concerned that the IRS will
consider a 99-year term to be a grant instead of a loan. The IRS considers a grant to be a
source of taxable income. Shortening the term of the loan to 30 years eliminates the
potential tax liability for WAHC. A 30 year loan is more common for tax credit projects of
this scope, and historically the IRS has not asserted that a 30 year loan is a grant. The
Office of Community Development typically requires a 99-year loan so our primary interest
in the property is secured for the duration of the affordability period. By converting to a 30-
year loan, the City still has legal rights for a 30-year period. As the 30-year period
approaches, the loan can be renegotiated with Parkhurst Apartments LP. The OCD does
not believe this change constitutes a risk to the City and recommends Council approval of
this change. All of the existing conditions in the original resolution will remain in effect.

Prepared by: Jennifer Hall, Housing Program Coordinator

Reviewed by: Damon Thompson, Interim Community Development Director
Jayne Miller, Community Services Administrator

Approved by: Roger W. Fraser, City Administrator

Attachment: March 5, 2007 Council Memorandum



RESOLUTION TO AMEND RESOLUTION R-86-3-07 TO APPROVE A HOUSING
REHABILITATION AGREEMENT, HOUSING AFFORDABILITY AGREEMENT,
MORTGAGE, NOTE AND SUBORDINATION AGREEMENT WITH PARKHURST
APARTMENTS, LIMITED DIVIDEND HOUSING ASSOCIATION LIMITED
PARTNERSHIP FOR PARKHURST APARTMENTS AT 1500 PAULINE

Whereas, on December 18, 2006 City Council approved R-524-12-06 to approve a Housing
Rehabilitation Agreement, Housing Affordability Agreement, Mortgage, Note and
Subordination Agreement with Parkhurst Apartments, Limited Dividend Housing
Association Limited Partnership for Parkhurst Apartments at 1500 Pauline;

Whereas, on March 5, 2007 City Council approved R-86-3-07 to amend R-524-12-06; and

Whereas, The National Equity Fund (NEF) requested that the City modify the terms of its
$300,000 loan from 99 years to 30 years to ensure tax credit compliance with the IRS;

RESOLVED, That City Council amends Resolution R-86-3-07 to read as follows:

Whereas, An application was received from Washtenaw Affordable Housing Corporation
(WAHC) on behalf of Parkhurst Apartments Limited Dividend Housing Association Limited
Partnership (Parkhurst Apartments LP) to rehabilitate Parkhurst Apartments and add a
community room;

Whereas, An application was received from WAHC on behalf of Parkhurst Apartments LP
to refinance Parkhurst Apartments in partnership with the National Equity Fund and Mercy
Loan Fund to preserve 48 units of affordable housing;

Whereas, WAHC and the National Equity Fund are working with the Office of Community
Development to stabilize the property’s finances and improve the property conditions, and
WAHC and the OCD are working to improve WAHC’s management of it's properties; and

Whereas, Three bids were received on August 18, 2006 for the rehabilitation work, and
WAHC will be executing an agreement with L.J.M. Construction, the lowest responsible
bidder, who has Human Rights and Living Wage Approval, to complete the rehabilitation
and community room work;

RESOLVED, That City Council approve the allocation of up to $186,419 of CDBG Funds to
Parkhurst Apartments LP, or an affiliated ownership entity, for the rehabilitation of 48 units
of affordable housing at 1500 Pauline as a grant;

RESOLVED, That City Council approve the allocation of up to $300,000 of CDBG Funds to
Parkhurst Apartments LP, or an affiliated ownership entity, to refinance existing debt as a
0% interest, deferred payment, 9930-year loan to be repaid if the property is transferred or
the use changes from low-income residential within the term of the loan and further, to be
extended at the discretion of Council at the term end;
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RESOLVED, That City Council agrees to subordinate the HOME and CDBG loans to the
loans of the private lenders that provide financing;

RESOLVED, That City Council agrees to no less than a shared third loan position with the
Michigan State Housing Development Authority;

RESOLVED, That as a condition of the grant and loan disbursement, Parkhurst Apartments
LP shall meet the following conditions prior to the release of any City funds:

1. Parkhurst Apartments LP shall provide the City with a market-based appraisal,
acceptable to the City Attorney and Office of Community Development, valuing the
Parkhurst property at a minimum of $2,626,540;

2. Parkhurst Apartments LP shall provide the City with evidence that they have
secured the commitment of Mercy Loan Fund and/or another lender for
approximately $1,130,000 for refinancing of the existing private debt, with terms
acceptable to the Office of Community Development and the City Attorney;

3. Parkhurst Apartments LP shall provide the City with a formal commitment from
National Equity Fund, for a minimum funding match of $175,000, with terms
acceptable to the Office of Community Development and the City Attorney;

RESOLVED, That as a condition of the grant and loan disbursement, Parkhurst Apartments
LP shall close on the $1,300,000 loan from Mercy Loan Fund and/or another lender, and
have received the funding from the National Equity Fund and/or another lender prior to or at
the time of closing of the City loan and payment of the City grant;

RESOLVED, That as a condition of the grant and loan disbursement, Parkhurst Apartments
LP and WAHC and its affiliated ownership entities must agree to the following terms in the
Housing Affordability Agreement and Rehabilitation Agreement with the City, or any other
documents as required by the City Attorney, and that if any of these terms are not
incorporated in the Housing Affordability Agreement and/or are not met by Parkhurst
Apartments LP and WAHC and its affiliated ownership entities, the City has the right to
accelerate its loans and require Parkhurst Apartments LP and WAHC to sell any and all of
their City-funded properties to another housing provider to be selected by the City:

1. The OCD and other funders will provide an advisor to assist Parkhurst Apartments
LP and WAHC to manage their properties and finances through December 31, 2007.

2. Parkhurst Apartments LP and WAHC will give the advisor and the OCD complete
access to all of the books, records and financial information of Parkhurst Apartments
LP, WAHC and other affiliated ownership entities.

3. Parkhurst Apartments LP and WHAC will respond in writing to the advisor’s advice
and comments regarding Parkhurst Apartments and WAHC’s management and
operation, including, but not limited to the management of finances, provision of
tenant services, compliance with HUD regulations, property management practices,
staffing, and board practices consistent with terms and conditions subject to
approval by the City Administrator and City Attorney.

4. Parkhurst Apartments LP and WAHC will provide the OCD and the advisor with a



copy of all written communications with all lenders on all WAHC and affiliated
ownership entity owned and managed properties through December 31, 2007.

5. Parkhurst Apartments LP and WAHC will sign a 2-year contract with an HVAC
contractor to seasonally (twice a year) inspect and maintain the common HVAC
systems for all of WAHC's properties by March15, 2007. WAHC will be required to
file a copy of the contract with the OCD and the advisor within 30 days of its
execution and WAHC must provide the contractor’s reports and invoices within 30
days of the inspection and maintenance work to the OCD during the contract period
and the advisor through 2007.

6. Parkhurst Apartments LP will submit a preventative maintenance plan specifying
how Parkhurst Apartments LP will address internal inspections, track work orders,
track response times, and file work orders to the OCD and advisor by March 15,
2007. The submitted plan must be approved by the OCD staff and the advisor.
WAHC will be required to provide monthly reports to the advisor and the OCD for all
of 2007 by the 15™ of the following month.

7. Parkhurst Apartments LP and WAHC will submit a copy of the property
management company’s monthly financial reports to the OCD and the advisor for
every month in 2007 by the 15™ of the following month.

8. Parkhurst Apartments LP and WAHC will notify the OCD and the advisor of all Board
meetings and Board subcommittee meetings and provide copies of Board and
subcommittee communications and packets to the OCD and the advisor a minimum
of 48 hours prior to such meetings.

9. By October 31, 2007, the OCD will consult with WAHC, other funders and the
advisor to determine if WAHC should sell property, merge with another nonprofit
housing organization, take other steps to improve management and operation of its
affordable housing, or continue to operate based on improvements made during the
first nine (9) months of 2007. The basis for that decision will be a result of:

a. The above mentioned materials (1 — 8) provided throughout the first nine (9)
months of 2007.

b. The information, as spelled out in the attached proposed advisor
responsibilities (which are subject to approval as to substance by the City
Administrator and approval as to form by the City Attorney), that is provided
by the advisor regarding WAHC’s management of their finances, provision of
tenant services, compliance with HUD regulations, property management
practices, staffing practices, and board practices over the first nine (9)
months of 2007.

c. OCD’s ongoing conversations and dialog with WAHC, other funders and the
advisor over the first nine (9) months of 2007;

RESOLVED, That by December 1, 2007, the OCD will provide City Council with their
decision and recommendation on whether WAHC should sell property, merge with another
nonprofit housing organization, take other steps to improve management and operation of
its affordable housing, or continue to operate based on improvements made during the first
nine (9) months of 2007,



RESOLVED, That as a condition of the grant and loan disbursement, Parkhurst Apartments
LP, or WAHC, will execute a Rehabilitation Agreement, Housing Affordability Agreement,
mortgage and promissory note consistent with this Resolution, subject to approval as to
substance by the City Administrator and approval as to form by the City Attorney;

RESOLVED, That as a condition of the grant and loan disbursement, Parkhurst Apartments
LP and WAHC will execute any other document required to implement the terms of this
Resolution, subject to approval as to substance by the City Administrator and approval as
to form by the City Attorney;

RESOLVED, That the Mayor and City Clerk are hereby authorized and directed to sign a
Housing Affordability Agreement consistent with this resolution and any other documents
required to implement the terms of this Resolution, subject to approval as to substance by
the City Administrator and approval as to form by the City Attorney with funds to be
available until expended without regard to fiscal year; and

RESOLVED, That the City Administrator, or his designee, is authorized to take necessary
administrative actions and to execute any documents necessary to complete this
transaction and to implement this resolution.

Submitted by: Community Development
Date: July 2, 2007
Approved by: City Attorney





