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AGENDA ITEM NO. I.. D
COUNCIL MEETING December 5,2013

APPROVED BYDecember 5,2013

FROM: JOHN ROBERTSON, Interim Manager
Housing and Community Developme
Development and Resource Mana m

THROUGH: JENNIFER K. CLARK, AICP, Director
Development and Resource Management Dept

BY: CORRINA NUNEZ, Project Mana er:
Housing and Community Develop e t IVI Ion
Development and Resource Manage ent ept.

SUBJECT: ACTIONS PERTAINING TO RESTRUCTURE OF ANNADALE HOUSING PARTNERS LOAN:
1) INVOKE EXCEPTION TO BETTER BUSINESS ACT (REQUIRES 5 VOTES); 2)
AUTHORIZE THE RESTRUCTURE OF THE ANNADALE HOUSING PARTNERS LOAN: 3)
APPROVE THE SUPERSEDED AND RESTATED NOTE FOR THE ANNADALE HOUSING
PARTNERS; AND 4) AUTHORIZE THE ACCUMULATED INTEREST TO BE WRITTEN­
OFF IN ACCORDANCE WITH FRESNO MUNICIPAL CODE SECTION 7-910(B)(3).

RECOMMENDATIONS

Staff recommends that the City Council:

1) Invoke exception to Better Business Act (requires 5 votes);

2) Authorize the restructure of the $4,833,871 (Exhibit "A" - 1995 Restated Note) Annadale
Housing Partners loan to $2,996,720 (Exhibit "B" - 1989 Promissory note): the original
amount borrowed to finance the construction of Kingsview Manor Apartments, a 106-unit
development for low-income seniors, and Kingsview Estates Apartments, a 116-unit
development for low-income households;

3) Approve the $2,996,720 Superseded and Restated Note (Exhibit "C" - 2013 Superseded
and Restated Note) for the Annadale Housing Partners; and

4) Authorize the accumulated Interest (Exhibit "D" - Interest Spreadsheet) to be written-off in
accordance with Fresno Municipal Code Section 7-910(b)(3).

EXECUTIVE SUMMARY

Approximately 28 years ago, the City of Fresno loaned $2,996,720 in U.S. Department of Housing and
Urban Development ("HUD"), Housing Development Grant ("HDG") Program funds to the Annadale
Housing Partners to construct two adjoining housing complexes; Kingsview Manor Apartments and
Kingsview Estates Apartments (Exhibit "E'' - Location Map and Exhibit "F" - Photographs). Since that time
$8,152,333.77 has accrued in interest. One of the managing members of the Annadale Housing Partners
is requesting that the $4,833,871 loan be restated to $2,996,720, the original amount borrow and
eliminate the accrued interest. All of the other members and partners have either released their interest
in the property or are in the process of releasing their interest in the property. As previously agreed, the
managing member has paid the City $3,000 for administrative costs associated with the loan restructure.



REPORT TO COUNCIL
AUTHORIZE LOAN RESTRUCTURE WITH ANNADALE HOUSING PARTNERS AND AUTHORIZE
INTEREST WRITE-OFF
December 5, 2013
Page 2 0'3

Once the loan is restated, the managing member will seek financing to pay-off the $2,996,720
Superseded and Restated Note and then demolish and redevelop the site as new affordable housing.

BACKGROUND

On February 26, 1989, the City loaned $2,996,720 in former HDG Program funds to the Annadale
Housing Partners for the construction of the Kingsview Manor Apartments and the Kingsview Estates
Apartments, both affordable housing properties located in southwest Fresno. The original loan terms
consisted of a 30-year Note at 9.8% interest, with payments deferred to 1994, payable from annual
residual receipts, with a maturity date of approximately December 31, 2019. In return for the HDG loan
funds, the 222 apartment units were set aside as affordable rental housing for low-income senior and
households for a period of 20 years.

Additional funds to complete the development of the project came from the former Redevelopment
Agency's Tax Increment Program, Low Income Housing Tax Credits ("L1HTC") and a $3.9 million
commercial loan. The City originally structured the $2,996,720 HDG funds to the project as a loan so that
the partnership could meet the L1HTC application requirement for debt service on the property.

Throughout the 1990s, the property began deteriorating and foreclosure was becoming inevitable. In
1994, in an attempt to avoid foreclosure, one of the limited partners filed an involuntary Chapter 11
bankruptcy against the general partners of Annadale Housing Partners, LP. On June 15, 1995, as part of
the court-approved bankruptcy reorganization plan, the City received an interest earning Restated Note
secured by a third position Deed of Trust in the sum of $4,833,871, with a maturity date of March 1, 2021.
Since there is no supporting documentation as to how the amount of the Note came to be restated at
$4,833,871, it is surmised that the new amount included interest due and various late charges at the time
of the loan restatement. Repayment of the $4,833,871 restated Note was to be made from annual
residual receipts.

On December 23, 2002, Marc Wilson, President and CEO of San Mar Properties and the managing
member of Central Valley Affordable Housing, LLC, a project partner, sent an audit confirmation request
to the City for the $4,833,871 Restated Note. The audit confirmation request led to a series of meetings
from 2002 to 2007, between the Housing and Community Development Division staff, Marc Wilson,
George Tamberi, Annadale's Accountant; the then City Manager and Assistant Planning Director, staff
from the City Attorney's office, and staff from the City Finance Department to determine the actual
amount owed. These discussions led to a conclusion that at the time nothing was to be done with the
loan and that the Housing and Community Development Division staff was to begin monitoring the loan
and property. As of October 30, 2010, the City of Fresno fulfilled its 20-year obligation to HUD under the
HDG Program (Exhibit "G" - HUD Letter) to monitor the property affordability covenants.

In April, 2011, Housing and Community Development Division staff resumed discussions with Marc
Wilson regarding the $4,833,871 loan, which had increased to an estimated $12 million. At a couple
meetings thereafter, Marc Wilson and his development consultant requested that the City consider
restructuring the $4,833,871 loan to the original loan amount and eliminate the accrued interest. The
loan restructure would alleviate the debt burden on the property and place the managing member in a
position to seek financing to demolish the aging complexes and develop new affordable housing on the
property (Exhibit "H" - Project Schedule).

Boston Capital, the original developer and general partner, has no desire to stay in the partnership and is
slowly dissolving its ownership interest in the property over the next three years. Boston Capital would
prefer to delease this affordable housing property and vacate the premises. Staff believes that the loan
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restructure and redevelopment of the property is in the best interest of the public, and health and safety
of the tenants, and therefore recommends that the City Council approve the loan restructure, restate the
Note to the original $2,996,720, and write-off the accrued interest. It is further recommended that if the
loan restructure is approved that the accumulated interest be written-off as "in the public interest" in
accordance with the Fresno Municipal Code process at 7-910(b)(3).

In accordance with the September 26, 2013, Resolution No. 2013-166, amending the Better Business Act
("Act"), the restatement of the Note is subject to the terms of the Act, but eligible for an exception since
the City does not reasonably expect repayment under the terms and conditions of the Note, and the Note
was essentially a grant, but structured as a loan to meet the L1HTC requirement for debt service on the
property. The Council may invoke the exception by a supermajority of five votes.

FISCAL IMPACT

The Finance Department currently has the $4,833,871 (1995 Restated Note) reported as a receivable in
the City's Comprehensive Annual Financial Report with an offset allowance for doubtful accounts in the
same amount. Therefore, no fiscal impact is expected as a result of the loan restructure. This action will
reduce the value in both accounts by $4,833,871.

APPENDICES

Exhibit A - 1995 Restated Note
Exhibit B - 1989 Restated Promissory Note
Exhibit C - 2013 Superseded and Restated Note
Exhibit D - Interest Spreadsheet
Exhibit E - Location Map
Exhibit F - Photographs
Exhibit G - HUD Approval of Loan Restructure
Exhibit H - Project Schedule
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RESTATED NOTE SECURED BY THIRD DEED OF TRUST

Fresno, California

June 15, 1995

1. BORROWER'S PROMISE TO PAY

FOR VALUE RECEIVED, the undersigned ("Maker") promises to
pay the city of Fresno, a municipal corporation ("Lender"), or
order, the principal sum of FOUR MILLION EIGH~ HUNDRED THIRTY­
THREE THOUSAND EIGHT HUNDRED SEVENTY ONE AND NO/lOa DOLLARS
($4,833,871.00) with interest on the unpaid balance at the
rate or rates hereinafter specified.

The Lender or anyone who takes this Note by transfer and
who is entitled to receive payments under this Note is called
the "Holder. 1I

2. INTEREST

From and after June 1, 1995; the outstanding principal
balance of the loan evidenced by this Note (the IILoan1' ) shall
bear interest at the rate per annum of Seven and 25/100
percent (7.25%), such interest rate being the "Initial
Interest Rate ll • The Initial Interest Rate shall be in effect
until April I. 2001, (hereinafter referred to as IIInitial
Adjustment Date ll ) . The interest rate may change in accordance
with SeQtion 4 of this Note.

3. PAYMENTS

(A) Time and Place of Payments

On or before April 1 in each calendar year
(commencing April 1, 1996) (the "Payment Date"), Maker shall
pay principal and interest at the Initial Interest Rate until
March 30, 2001 and thereafter at the lesser of the Current
Rate' or the Actual Rate (as defined in paragraph 4, below) by
making payments in the amount of any Available Cash Flow (as
hereinafter defined) arising in the prior calendar year. If
Available Cash Flow is insufficient to pay all accrued
interest as of the last day of such prior calendar year, the
excess amount shall be added to the unpaid principal balance
as of the first day of the current calendar year. Payments
shall be payable to Holder at 2348 Mariposa Street, Fresno,
California, or such other place as Holder may designate in
writing.

If on March 1, 2021, any amounts are still owed
under this Note, MakeD. shall pay those amounts in full on that
date.
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(B) Available Cash Flow

"Available Cash Flow" shall be defined as the excess
of annual operating Revenues over annual operating Expenses
for each calendar year beginning the calendar year beginning
January 1, 1996. For the period June 1, 1995, through
December 31, 1995, "Available Cash Flow" shall be defined as
the excess of Operating Revenues over Operating Expenses for
such period. "Operating Revenues" shall mean the gross cash
flow of the Mortgaged Property (as defined in that certain
Modification and Subordination of Deeds of Trust by and
between Maker and Lender of even date herewith) from whatever
source (including, without limitation, (i) rents, (ii) subsidy
payments received on behalf of tenants, (iii) interest on
contingency reserves or other reserves, and (iv) receipts from
laundry, parking or other services for which a fee is charged
separate from rent). tlOperating Expenses" shall include all
costs and expenses related to operation of the Mortgaged
Property, paid or accrued in each calendar year in accordance
with the operating and capital budgets and other expenditures
approved by Holder (as provided in Paragraph 3(D), below),
including, without limitation, (i) all direct cost~ and
expenses necessary to operate the Mortgaged Property, (ii)
debt service on that certain Note Secured by Deed of Trust
from Borrower to Savings Associations Mortgage Company, Inc.
("SAMCO") dated February 1, 1991, as modified by that certain
Modification of Note and Deed of Trust of even date herewith
(the "First Note"), which is secured by a first priority deed
of trust on the Mortgaged Property (the "First Trust Deed"),
(iii) debt service on that certain Note Secured by Second Deed
of Trust from Borrower to SAMCO dated June 15, 1995, which is
secured by a second priority deed of trust of even date
herewith on the Mortgaged Property (the "Second Trust Deed"),
(iv) payments for on-site supportive services p~ovided to
residents of the Mortgaged Property, and (v) payments to
reserves for contingencies, replacement of capital items, and
other purposes as approved by Holder (provided, however, that
reserves up to the aggregate amount of $250,000, as set forth
in Paragraph 3(D) below, are deemed approved).

(C) Crediting of Payments

Each timely payment received by Holder shall be
credited as of the first day of the calendar year in which it
is due, without regard to its date of receipt by Holder, first
to any unpaid late charges and other costs and fees then due
under this Note, then to accrued interest and then to
principal. Principal, interest and charges are payable in
lawful money of the United States.

(D) Approval of BUdgets by Holder
"

So long as any amounts are still owed to Holder
under this Note, Maker shall submit to Holder for Holder's
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approval a bUdget for operating Expenses (as defined in
Paragraph 3(B), above) not less than 60 days before each
impending calendar year commencing with the calendar year
1996. Holder shall thereafter have 30 days in which to give
or withhold its approval of the budget or any item thereof.
Maker shall submit to Holder for Holder's approval any
proposed expenditure not in accordance with the currently
approved bUdget (or a cumulative variance of not more than 5%
therefrom for the current year as to non-reserve items) at
least 30 days in advance of the proposed expenditure,
whereupon Holder shall have 15 days in which to approve of the
item (provided, however, that in the event of·a genuine
emergency, Maker shall obtain Holder's approval as
circumstances permit). Holder shall exercise its right to
approval in its reasonable discretion with due regard for
prudent operation of the Mortgaged Property and in light of
Maker's prior operation and management thereof. Maker and
Lender hereby agree that the aggregate of all bUdget reserves
shall not exceed $250,000 once such reserves must be funded in
whole or in part from operating Revenues. The submission of
bUdgets or items for and notification of approval or
disapproval thereof shall be at the addresses provided in
paragraph 8 hereof.

4. INTEREST RATE ADJUSTMENTS

As of April 1, 2001, and until maturity hereof, every
five (5) years thereafter, the interest rate shall be
adjusted. The new interest rate for each five (5}year period
shall not exceed 1% over the Monthly Weighted Average Cost of
Funds from the FHLB-11th District. During the term of this
Note, so long as the Borrower shall own the property secured
by this Note, no adjustments shall be made in the interest
rate hereof which would result in a rate in excess of 13.044%;
provided, that (A) the pay rate shall be. the lesser of (i)
seven and one-quarter percent .(7.25%) (the "Current Rate") or
(ii) the actual interest rate. determined pursuant to this
paragraph 4 (the "Actual Rate~) and (B) if the Actual Rate
then in effect exceeds the Current Rate, then interest in an
amount equal to the difference between the Current Rate and
the Actual Rate then in effect shall continue to accrue on the
outstanding principal balance under this Note and shall be
added to the unpaid prin9ipal balance at maturity of this
Loan. Holder will deliver or mail to Maker a notice of any
changes in interest rate at least thirty (30) days before the
effective date of any change. The notice will include any
information required by the law to be given to Maker.

5. LATE CHARGES

If any installment under this Note is not received by the
holder hereof within fifteen (15) calendar days after the
installment is due, the undersigned shall pay to the holder
hereof a late charge of ten (10%) percent of such installment,
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such late charge to be immediately due and payable without
demand by the holder. Maker agrees that it would be
impractical or extremely difficult to fix the Holder's actual
damages in the event that any installment shall not be paid
when due, and agrees that such amount as specified above shall
be presumed to be the amount of damages for such late payment.
This paragraph and the amount which it provides shall not
limit the Holder's right, under this Note, the Deed of Trust
securing it, or otherwise, to complete prompt
performance thereunder.

6. DEFAULT IN PAYMENT

If any installment under this Note is not paid when due,
or Maker defaults in the performance of any provision or
condition contained in the Deed of Trust securing this Note,
the entire principal amount outstanding hereunder and accrued
interest thereon shall at once become due and payable, at the
option of the Holder hereof. The Holder may exercise this
option to accelerate during any default by the undersigned
regardless of any prior forbearance. In the event of any
default in the payment of this Note, and if the same is
referred to an attorney at law for collection or any action at
law or equity is brought with respect hereto, the ~aker shall
pay the Holder hereof all expenses and costs, including, but
not limited to, attorney's fees (established in accordance
with the standards of otherwise applicable law).

7. PREPAYMENTS

The principal amount due on this Note may be prepaid in
whole at any time without prepayment charge.

8. GIVING OF NOTICES

Unless otherwise required by applicable law, any notice
that must be given to Maker under this Note shall be
personally delivered by any service furnishing a signed
receipt for delivery or sent by certified mail to Maker at the
address shown on the signature page hereof or such other
address specified in writing to Holder.

Any notice that must be given to Holder shall be
personally delivered by any service furnishing a signed
receipt for delivery or sent by certified mail to Holder at
the address to which payments on the Note are to be made, or
such other address specified in writing to Maker.

9. OBLIGATIONS OF PERSONS UNDER THIS NOTE

If more than on~ Maker is identified below, this Note
shall be the joint and several obligation of each Maker. In
this Note the singular shall include the plural.
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10. NOTICE WAIVED

Presentment, notice of dishonor, demand, protest and
notice of protest are hereby waived by all Makers, sureties,
guarantors and endorsers hereof.

11. SECURITY

This Note is secured by a Deed of Trust executed by Maker
dated February 26, 1989 and recorded as Document No. 89021519
on February 28, 1989 in the official Records of Fresno County,
California, which Deed of Trust has been modified and
subordinated to the lien of the First Trust Deed and the
Second Trust Deed by that certain Modification and
Subordination of Deeds of Trust of even date herewith made by
Borrower and Lender (as amended, modified or supplemented from
time to time, and together with any Riders thereto, the "City
Deed of Trust"), and reference is hereby made to the city Deed
of Trust for a statement of its terms and provisions.

12. SEVERABILITY

If anyone or more of the provisions contained in this
Note shall be held to be invalid, illegal or unenforceable in
any respect such invalidity, illegality or unenforceability
shall not affect any other provisions herein and this Note
shall be construed as if such invalid, illegal or
unenforceable provision had never been contained herein.

13. GOVERNING LAW

This Note shall be governed by and construed in
accordance with the laws of the State of California.

14. NONRECOURSE TO MAKER

(A) Except as otherwise provided in subsection (b) of
this paragraph, in any action brought to enforce the
obligations of the Maker under this Note or any other
instrument or agreement evidencing, securing or relating to
the indebtedness evidenced by this Note (collectively, the
"Loan Documents"), the jUdgment or decree shall be enforceable
against the ,Maker only to the extent of its interests in any
collateral security for the payment of the Note, and Lender
shall not seek any deficiency judgment against the Maker. The
foregoing provisions shall not prevent recourse to the
collateral security for the Loan or constitute a waiver,
release or discharge of, or otherwise affect the obligation to
pay, any indebtedness evidenced by the Loan Documents or limit
the right of any person to name the Maker or any other person
claiming an interest ,in or right to such collateral as party
defendant in any action or·suit for jUdicial foreclosure or in
the exercise of any other remedy, inclUding injunctive or
other equitable relief, under any of the Loan Documents so
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long as no deficiency jUdgment shall be sought against the
Maker and/or any such other person.

(B) Notwithstanding the foregoing, Maker shall, however,
indemnify, defend, protect and hold Lender harmless from and
against any and all loss, damage, liability, action, cause of
action, cost or expense (including, without limitation,
reasonable attorney's fees and expenses) incurred by Lender as
a result of any (i) fraud or material misrepresentation on or
after the date hereof under or in connection with the Loan
Documents; (ii) intentional bad faith waste of the Mortgaged
Property on or after the date hereof; (iii) l0sses resulting
from Maker's failure to maintain insurance as required under
the City Deed of Trust on or after the date hereof; and (iv)
application on or after the date hereof of any rents, security
deposits, insurance proceeds, condemnation awards or any other
proceeds derived from the collateral security in a manner
prohibited by the Loan Documents.
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15. RESTATEMENT

This Note is an amendment, restatement and full
replacement of that certain Promissory Note dated February 26,
1989 by Maker in favor of Holder in the original principal
amount of Two Million Nine Hundred Ninety-Six Thousand Seven
Hundred Twenty and No/100 Dollars (the "original Note"). From
and after the date hereof, this Note shall evidence all of the
indebtedness evidenced by the original Note and the original
Note shall be and shall be deemed to be cancelled and of no
further force and effect.

Witness the hand and seal of the undersigned.

Maker:

ANNAOALE HOUSING PARTNERS,
a California Limited Partnership

By: Annadale Housing Corporation,
a Massachusetts corporation

Its:

Address for Notice Purposes:

Annadale Housing Partners
c/o Annadale Housing Corporation
c/o Boston capital
313 Congress Street
Boston, MA 02210
Attention: Jeffrey H. Goldstein
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PROMISSQRY NOTE

For value received, ANNAPALE HOUSING PARTNERS, a California·

limited partnership ("Owner"), shall pay to the CITY OF FRESNO,

a municipal corporat~on (MGrantee M
) , or order, at 2348 Mariposa

.Street, Fresno,. CA 93721, the sum of two million, nine hundred

anq ninety-six thousand, seven hundred and twenty and 00/100

. dollars ($2,996,720.00), or so much as may be advanced by the

Grant'ee (the "Loan") ,,,~as provided in the Owner/Grantee

Agreement to be entered into between the Owner and Grantee (the

Owner/Grantee Agreement">, for the Amiadale Housing Project,

HUD Project No. CA01~HG401 (the ~ProjectM).

The above amount shall'~e paid as follows:

All capitalized terms not ~therwise defined in this

Note shall have ~he meanings given to them in the

Owner/Grantee Agreement 'or the Grant Agreement between the

Grantee and the Secretary of Housing and Urban Development

dated November 29, 1984, as amended from time to time.

2. 1&.£.n.

a. principal. The principal amount of the Loan and

this Note shall be two million, nine hundred and ninety-six

t~ousand, seven hundred and twenty and 00/100

($2,996,720.00), or so much as may be advanced by the

Grantee to the Owner as p~ovided in the Grant Agreement and

the Owner/Grantee Agreement.
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b. ~. The term of the Loan shall be thirty

years, commencing on the date of the first disbursement of

Loan funds by the Grantee to the Owner pursuant to the

Owner/Grantee Agreement.

c. Interest. This Note shall bear interest at a

rate of 9.08 percent on unpaid principal and interest from

the first day of the Loan term. Interest shall begin

accruing on each disbursement of Loan funds on the date

such disbursement is made to the Owner under the

Owner/Grantee Agreement and shall be compounded

semi-annually. Subject to paragraph e. of this Section,

interest payments.shall be deferred until the last year of

the Loan term.

d. Eegayment. Subject to paragraph e. of this

Section, payments on. this Note shall be deferred for the

first five years pi the Loan term. Each year during the

sixth through the tenth years of the Loan term, the Owner

shall pay the sum of fifty thousand, five hundred and

ninety-two and '00/100 dollars ($50,592.00). Each year

during the eleventh through twenty-ninth years of the Loan

term, the Owner shall pay the sum of seventy thousand and

00/100 dollars ($70,000.00). In the thirtieth year of the

Loan term, the Owner shall pay a sum equal to all unpaid

principal and all accrued and unpaid interest. Each

payment shall be made on or before December 31 of the year

in which it is due.

The Owner acknowledges that if any payment of

principal or interest on this Note becomes in default, it
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will be impracticable or extremely difficult to fix actual

damages resulting therefrom to the Grantee. Therefore, the

Owner shall pay to the Grantee the sum of five thousand

dollars ($5,000.00) for each such default as liquidated

damages, not a penalty, to compensate the Grantee for

expenses in administering the default.

e. Without limiting the Owner's obligations under

this Note, commencing on the first day of the Loan term. the

Owner shall commit all surplus cash from the Project, as

defined in attached Exhibit A, to make payments on this

Note. Exhibit A is made part of this Note. Payments on

this Note shall have priority over all other distributions,

payments or uses of such surplus cash, All surplus cash

shall be applied first to make payments on this Note when

due, second to pay' any delinquent paymerrt s and any

liquidated damages for qelinguent payments pursuant to

paragraph d., and third to reduce the amount of deferred

payments of principal and interest.

f. Maturity. Any remaining balance under this Note,

including all unpaid principal and all accrued and unpaid

interest, shall in any event ,become due and payable in full

on December 31 of the thirtieth year of the Loan term.

g. £repayment. The Owner may prepay this Note in

full, including all accrued interest, at any time without

premium, penalty or restriction.

3 . Security;

This Note is given to evidence the Loan made by the

Grantee to the Owner pursuant to the Owner/Grantee
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Agreement. This Note is secured by the benefits of the

Owner/Grant~e Agreement and by the deed of trust on the
.

Project of the same date as this'Note between the Owner as

trustor. the Grantee as beneficiary, and Central Title

Company as trustee, ,including all amendments thereto (~Deed

of Trust W
) . The Owner/Grantee Agreement and the Deed of

Trust are incorporated in this Note by reference.

4. Default and Remedies

Any of the following shall be a default by the Owner

under this Note~

B, Failure to make, when due, a payment of principal

or interest hereu~der; or

b, Any default by the Owner under the Owner/Grantee

,Agreement or the'Deed of Trust which is not cured within

any applicable cure period; or

c. Any def.ault by the Owner under the construction

loan and deed of trust on the Project (~Senior Construction

Financing W
) between the Owner and Midland Mortgage

Investment Corporation, a Florida corporat~on ("Midland").

or under the permanent loan and deed of trust on the

project (HSenior Permanent Financing H
) between the Owner

and SAMCO Mortgage Co. ("SAMCO"), which default could

result in foreclosure on the Project under the Senior

Construction Financing or Senior Permanent Financing, as

applicable; or

d. Any action by Midland or SAMeO, or by the trustee

under th~ Senior Construction Financing or the Senior

Permanent Financing, that, in the opinion of the Grantee or
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HUD, is or may be adverse to or impair the security of the

Grantee under the Deed of Trust.

In the event of a default by the OWner, all unpaid

principal and accrued interest under this Note shall become

immediately due and payable in full, at the Grantee's or

holder's option and without notice to the Owner.

Without limiting the foregoing, in the event the

default constitutes a Substantive Violation by the Owner

under the Owner/Grantee Agreement or applicable HUD

regulations, (i) the amount of HUD Grant Funds made

available to the Owner and to be repaid shall be reduced by

ten percent for each full year in excess of ten years

between the effective date of the ,Owner/Grantee Ag~eement

and the date of the Substantive Violation; and (ii) the

Owner shall pay additional interest on such Grant Funds

from the date of the Substantive Violation at a rate

determined by adding two percent to the average yield on

outstanding marketable long term obligations of the United

states during the month immediately preceding the date on

which the Loan term commenced.

Notwithstanding the ten percent reduction described in

the preceding paragraph, if the Owner commits a Substantive

Violation after ten years from the effective date of the

Owner/Grantee Agreement, the Owner shall pay to the Grantee

the gieaterof (i) the amount to be repaid pursuant to the

Substantive Violation calculation specified in the

preceding paragraph; or (ii) the Loan amount accelerated to

be due and payable as if no Substantive Violation had been

committed.



This Note is a nonrecourse note; the Owner's liability

under this ijote is limited to the assets of the Owner which

are mortgaged and pledged under the Deed of Trust, without

recourse to the general partners of the Owner. Subject ~o

the preceding sentence u all rights and remedies conferred

on the Grantee or other holder under this Note, the

Owner/Grantee Agreement or the Deed of Trust are in

addition to and without limitation on any other rights and

remedies available at law or equity. All rights and

remedies are cumulative and may be exercised concurrently

or consecutively, at the option of the Grantee or other

holder. of this Note.

None of the rights or remedies of the Grantee or other

holder under this Note, the Owner/Grantee Agreement or the

Deed of TI:"ust shall be waived or affected by the failure to

e.xe rc i s e thern. By accepting payment of any amount under

this Note after its due date, the Grantee or holder does

not waive its right to require prompt payn1ent .when due of

all other amounts under this Note or to declare a default

for failure to so pay.

The Owner waives demand, presentment for payment,

protest, and notice of non-payment or protest.

5. 8ttorneys' Fee~

If the Grantee or other holder cornmenceslegal action

to collect any payments due hereunder or to otherwise

enforce the provisions of this Note, the Deed of Trust or

the Owner/Grantee Agreement, the Owner shall pay the

Grantee or holder all attorneys' fees and legal expenses
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incurred by the Grantee or" holder in connection with such
(

action.

6. GQY:erning Law

This Note shall be interpreted and enforced, and the
<•

'rights and duties of the parties hereunder (both procedural
. .

and substantive) shall be determined g according to

California law.

, ' ..
Executed in the city of Fresno, California.

General Partner

DA'rE~

DON:pn
1019·4303
02124/89

Feb;rua,;r;:y,. 26

.... _.- .'

1989.

-7-

"OWNER"

ANNADALE HOUSING PARTNERS r a
California limited partnership

BY:~.~
~itl: General P~rtner

By ~ ~=--.:::.-...c;=--,-,- _

'l~i t 1e:

BY~~~'D\\~-
Title: General Partner

Title: General Partner



EXHIBIT "e"
2013 SUPERSEDED AND RESTATED NOTE



SUPERSEDED AND RESTATED
PROMISSORY NOTE

SECURED BY DEED OF TRUST

(Project: Kingsview Manor/Kingsview Estates, Fresno CA)

DO NOT DESTROY THIS NOTE: When paid, this note must be surrendered to Borrowers for
Cancellation.

Loan Amount:
Property Address:

$2,996,720.00
2787 Martin Luther King Jr. Blvd
Fresno, CA 93706
APN: 479-040-52

Date: November _, 2013

For value received, the undersigned, Annadale Housing Partners, a California Limited
Partnership ("Borrower"), promises to pay to the order of the City of Fresno, a California
municipal corporation ("Lender"), the sum of Two Million Nine Hundred Ninety-Six Thousand
Seven Hundred Twenty dollars and 00/100 ($2,996,720.00), at zero percent interest with
principle due and payable in full on the payment date or before the December 1, 2017,
maturity date, subject to the following terms and conditions:

(1) This Superseded and Restated Note restates and replaces in full, that certain
Promissory Note dated February 26, 1989, in the original principal amount of Two
Million Nine Hundred Ninety-Six Thousand Seven Hundred Twenty dollars and
00/100 ($2,996,720.00) [the "Original Note"], as restated in the "Restated Note
Secured By Third Deed of Trust" dated June 15, 1995, in the amount of Four
Million Eight Hundred Thirty-Three Thousand Eight Hundred Seventy-One dollars
and 00/100 ($4,833,871.00) ["Restated Note"], by the Lender in favor of the Note
holder. This Superseded and Restated Note shall evidence all of the
indebtedness evidenced by the original Note and Restated Note that are deemed
cancelled and no longer in force or effect.

(2) This Superseded and Restated Note is to remain secured by that Deed of Trust
executed by the Borrower dated February 26, 1989, and recorded as Document
No. 89021519 on February 28, 1989, in the Official Records of Fresno County,
California, which Deed of Trust has been modified and subordinated to the lien of
the First Trust Deed and the Second Trust Deed by that certain Modification and
Subordination of Deeds of Trust of even date herewith made by Borrower and
Lender (as amended, modified or supplemented from time to time, the "City Deed
of Trust" insured in the same 3th position lien on the property), and referenced is
here made to the City Deed of Trust for a statement of its terms and provisions.

(3) Any failure to make payment in full on the payment date or before the maturity
date shall constitute a default under this Superseded and Restated Note. On the
occurrence of an uncured default or on the occurrence of any other event that
under the terms of the Superseded and Restated Note give rise to the right to
accelerate the balance of the indebtedness, then, at the option of the Lender, this
Note will immediately become due without any further presentment, demand,
protest, or notice of any kind.
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(4) In the event of default, the Borrower agrees to pay all costs including, without
limitation, reasonable attorney fees, incurred by the holder of this Superseded and
Restated Note in enforcing payment, whether or not suit is filed, and including,
without limitation, all costs, attorney fees, and expenses incurred by the holder of
this Superseded and Restated Note in connection with any bankruptcy,
reorganization, arrangement, or other similar proceedings involving the
undersigned that in any way affects the exercise by the holder of this Superseded
and Restated Note of its rights and remedies under this Superseded and Restated
Note. All costs incurred by the holder of this Note in any action undertaken to
obtain relief from the stay of bankruptcy statutes are specifically included in those
costs and expenses to be paid by the Borrower. The Borrower will pay to the
Lender all attorney fees and other costs referred to in this paragraph on demand.

(5) The Lender hereby agrees that the Borrower shall first pay-off the balance of
outstanding loans secured by the First Trust Deed and Second Trust Deed.

(6) The Borrower hereby agrees not to request, and the Lender will not provide, any
additional City of Fresno funds to the Borrower for the Borrower's proposed
redevelopment project at the property.

(7) The Lender hereby agrees to support the Borrower in the Borrower's efforts to
secure funding for: 1) the Borrower's redevelopment project at the property and 2)
pay-off of the Superseded and Restated Note.

(8) The Superseded and Restated Note pay-off shall be paid in lawful money of the
United States of America at: City of Fresno, Finance Department, 2600 Fresno
Street, Room 2156, Fresno, CA 93721.

In addition, as used in this Superseded and Restated Note, the following terms will have the
following meanings:

Payment Date. means the date the Borrower secures funding from refinancing,
take out financing, or project financing and pays in full the Superseded and
Restated Note.

Maturity Date. means four (4) years from the date the Lender enters the date
above.

Any notice, payoff, demand, or request relating to any matter set forth herein shall be in
writing and shall be delivered to:

City of Fresno:

Annadale Housing
Partners, LP:

Development and Resource Management Department
Housing and Community Development Division
2600 Fresno Street, Room 3070
Fresno, CA 93721

Marc A. Wilson, President
Central Valley Affordable Housing, LLC,
6356 N. Fresno Street
Fresno, CA 93710
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In witness whereof, the Borrower has caused this Superseded and Restated Note to be
executed by its authorized agent as of the date and year first above written.

Annadale Housing Partners, a California Limited Partnership

By: Its General Partner and Investment Limited Partner
Central Valley Affordable Housing, LLC
a California Limited Liability Company

By: _
Name: Marc A. Wilson
Title: President
(Attach notary certificate of acknOWledgment)

Date: _
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LOCATION MAP
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EXHIBIT "F"
PHOTOGRAPHS



KINGSVIEW MANOR AND KINGSVIEW ESTATES
APN: 479-040-52

Looking North in Kings View Estates Looking East at 949 E Annadale

956 E Annadale Looking North at office 956 E Annadale Looking East away from office

949 E Annadale looking East Looking north in Kings View Estates



Looking North in Kings View Estates Looking West at back of 949 E Annadale

looking North towards Kings View Estates 949 E Annadale looking North

Looking West in Kings View Estates looking NIW in Kings View Estates



Looking West In Kings View Estates Looking West Kings View Estates

Looking North Kings View Estates Looking East in Kings View Estates

Looking North inside Kings View Estates Looking North in Kings View Estates



Looking West Kings View Estates

Looking south at back of 949 E Annadale

Looking South at unit in Kings View Estates
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EXHIBIT "0"
INTEREST SPREADSHEET



City of Fresno Loan
Annadale Housing Project

PAYMENT DUE
APRIL 1ST

YR Date Principal Interest Total Principal Total Interest
7.250% and Interest Accrued

1 6/1/1995-3/31/1996 4,833,871.00 292,046.37 5,125,917.37 292,046.37

2 4/1/1996-3/31/1997 5,125,917.37 371,629.01 5,497,546.38 663,675.38

3 4/1/1997-3/31/1998 5,497,546.38 398,572.11 5,896,118.49 1,062,247.49

4 4/1/1998-3/31/1999 5,896,118.49 427,468.59 6,323,587.08 1,489,716.08

5 4/1/1999-3/31/2000 6,323,587.08 458,460.06 6,782,047.14 1,948,176.14

6 4/1/2000-03/31/2001 6,782,047.14 491,698.42 7,273,745.56 2,439,874.56
FHLBINT

5.946%
7 4/1/2001-03/31/2002 7,273,745.56 432,496.91 7,706,242.47 2,872,371.47

8 4/1/2002-3/31/2003 7,706,242.47 458,213.18 8,164,455.65 3,330,584.65

9 4/1/2003-3/31/2004 8,164,455.65 485,458.53 8,649,914.18 3,816,043.18

10 4/1/2004-3/31/2005 8,649,914.18 514,323.90 9,164,238.08 4,330,367.08

11 4/1/2005-3/31/2006 9,164,238.08 544,905.60 9,709,143.68 4,875,272.68
FHLBINT

4.759%
12 4/1/2006-3/31/2007 9,709,143.68 462,058.15 10,171,201.83 5,337,330.83

13 4/1/2007-3/31/2008 10,171,201.83 484,047.50 10,655,249.33 5,821,378.33

14 4/1/2008-3/31/2009 10,655,249.33 507,083.32 11,162,332.65 6,328,461.65

15 4/1/2009-3/31/2010 11,162,332.65 531,215.41 11,693,548.06 6,859,677.06

16 4/1/2010-3/31/2011 11,693,548.06 556,495.95 12,250,044.01 7,416,173.01
FHLBINT

2.359%
17 4/1/2011-3/31/2012 12,250,044.01 288,978.54 12,539,022.55 7,705,151.55

18 4/1/2012-3/31/2013 12,539,022.55 295,795.54 12,834,818.09 8,000,947.09

Principal due 4,833,871.00

Interest thru 3/31/13 8,000,947.09
Interest - 4/1/13 - 9/30/13 (6 mos) 151,386.68

8,152,333.77

Total due at 9/30/2013 12,986,204.77

19 4/1/2013-3/31/2014

20 4/1/2014-3/31/2015

21 4/1/2015-3/31/2016
FHLBINT
New Rate

22 4/1/2016-3/31/2017



EXHIBIT "G"
HUD APPROVAL OF LOAN RESTRUCTURE



U.S. Department of Housing and Urban Development
San Francisco Regional Office - Region IX
600 Harrison Street. 3'" Floor
San Francisco, California 94107-1387
www.l1l1d.gov
espanoJ.hlld,gov

November 22,2011

Corrina Nunez, Project Manager
Housing and Community Development

Division
2000 Fresno Street, Room 3070
Fresno, CA 93721

Subject: Annadale Housing
Grant # CAOI5HG-401
Housing Development Grant Program

Dear Ms. Nunez:

This letter serves to confirm that the City of Fresno has fulfilled its obligations
under the Housing Development Grant Program. The enclosed Grant Settlement
Agreement indicates that the 20-year compliance period expired on October 31,2010.
The City of Fresno is therefore free to negotiate new loan / repayment terms with the
borrower.

The City of Fresno may retain any loan repayments for use on other affordable
housing activities.

If you have any additional questions, please contact me at (415) 489-6606 or by
e-mail at Angela.M.Corcoran@hud.gov.

Sincerely C1~,<,. 1

) ',(jnvt~/L /j::L'L'l./l--_..--'"

Angela Corcoran
Operations Director
Multifamily Housing Department

Enclosure



Housing Development
Grant Settlement Agreement
Housing Development Grant Program

U.S. Departmentof HousIng
and Urban Oevelopment
Office of Housing

~,r
OMS Approval No. 250200382 (exp. 8-31.91

Public Reporting BUrden lor this collectIon ollnlormaiion is estimatedto average1.50hourper response, including thel/me forreviewingIns!rUctions
searehingexisting data sources,gathering and maintaining the data nllGood, andcompleting andreviewing the collecliOll 01inlormation, SGnd comm'ents
regaroing this burden estimate or any other aspectof this collectionof information, includlng suggesl!ons fer reducing thisburden, to the Reports
ManagementOfficer, Office of Information Policiesand Systems, U.S. Oepal1mllnt of Housing andUrbanOavelopmenl, Washington, D.C. 2041Q.3GOO;
anc:llo tIla O!flC& of Managementand f3\Jdget, Paperwork Reduction Project(2S0a.mS2I, Washington, D.C.20503.

tantoe

City of Fresno. California
tOlGCl am.
Anoadale Housing Development I tOiGCl Umllff

CA015RG401

This Agreement.enteredinto by andbetween the City of Fresno. California
referred to as the "Grantee")and.theDepartment of Housingand Urban Development (hereinafter referred to as "HUO").

(hereinafter

Witnessetb
1. Whereas. the expiration dateof thisAgreement is determined

as 20 yearsafter October 31, 1990
__, litedate on Which the Projectreached 50 percentoccupancy,
and;

2. Whereas, the granteeundertook Housing Development Grant
(HDG)Project (hereinafterreferredto as the"Project"), with
fmancialassistancefromHUDpursuantto Section 17(d)of the U.S.
Housing Actof 1937, as amended,and:

3. Whereas, the Granteeand HUnentered intoa GrantAgree.
ment,dated August 7. 1985 . , (as revisedby

2 amendmenl(s», hereinafter referredto as
the Grant Agreement) and; ,

4. Whereas. the Granteeenteredinto legallybindingcommit­
ments with the participating parties identified in Section 1.02of the
Grant Agreement,and;

5. Whereas, the authorized development activities which
comprise theProject. havebeen completed bytheGrantee.Owner
and/orother participating parties,as required by theGrant Agree­
menr.and;

6. Whereas. the GrantAgreement and otherlegally binding
commitments,includingthe OwnerlGrantee Agreement and re­
cordedHDGCovenants,require thepercentage, numberand type of
unns specifiedin Section 1.01of theGrantAgreement be main­
tained,occupiedor availablefor occupancy by lowerincome
households at HDG rents for the ProjectTerm, and;

7. Whereas. thepartiesheretodesireto enterfinalfinancial
settlementofdevelopmentcosts for the Project: in relianceupon (1)
iliaGranteeCertification of Readiness to Initiate ProjectSettlement
(Exhibit I,dated June 12. 1991 ),(2) the
Grantee's Determination of ProjectCostsand Sources of Financing
as may be amendedby HOD (Exhibit 2), (3) theGrantee's Determl­
nationof Equity Investment and GrantAmount as maybe amended
by HUD (Exhibit3), and (4) theGrantee'sCertifteation of Settle­
ment findings (Exhibit4) as may be amended by HUn.
dated April Za. 1992 ,allofwhichare
auachcdheretoand madea part hereof.

Now therefore, in consideration of the mutua! covenants,
promisesand representations contained herein. iliepartieshereto
agree as follows:

Section A: For the remainderof the Project Tenn. theGrantee
shallcomply withall governing regulations andshall take appropri­
ate legalaction to enforce the HOG program requirements, as
specifiedin theGrant Agreement andother legally bindingcommit­
mentsapprovedby HUO. including, but not limited to UICOwnerl
GranteeAgreement:mdrecordedHOG covenants.

SectionB: For theremainder of theProjectTenn. HUn shall
monitor theGrantee's performance to assure compliance with this
Agreement and theGmntAgreement.

SectionC: TheGrantee agrees to theTotalGrantAmount for
theProject, including anyreduction in thegrantamountcausedby a
decrease in cost.as indicated on theCenification of Final Costsand
Settlement Requirements attached hereto and madeapart hereof.

Section D: Ifnecessary to satisfya shortfall in Owner'sequity
. obligation in theamountspecified in Exhibit3, the Granteehas
eithercollected cash from theOwner.received evidencefrom the
Owner thatamortgage loanon theprojectother thanthe HDG loan
hasbeenprepaid inpart,and/or hasexecuted anagreement withthe
Ownercommiuing theOwner to paycashto theGranteeat theend
of thespecified rent-up period to the extentthat expenditures for
initialoperating deficits havenot beensufficient to cover the
outsUlnding equity requirement.

SectionE: Excess grantfunds drawn by theGrantee, in the
amount specified inExhibit 2 to this Agreement (Appendix 2, Item
C.2.h.) shal1 havebeenor shallbe immediately returnedto HUD
under thefollowing repayment schedule:

N/A
Section F: Anygrant funds remaining in theGrantee'sLetterof

Creditforthereferenced Projecthavebeenreduced to zero.
Section G: Therequirements of the GrantAgreement governing

resources to beprovided aftersettlement by participating parties
shallbeconsidered amended as follows: Indicate any change in th,
terms or amountof project operating period subsidiesand
accountsto covershortfaJlsagreed to by HUD and the Grantee.

Section H: Program Income received after completion of HDG
funded activities shall bedeemed miscellaneous revenues, theuse 01
which is governed by24CFR850.71. Amounts recovered by the
Grantee due to breach of owner'sobligations under24 CFR850.l5~

mustbe used inaccordance withliteHDGor Rental Rehabilitation
Program atGrantee's option.

Section I: ElCecution of thisAgreement shallconstitute comple­
tionof development activitie.~ fortheProjectand financial settle.
men; of development costs. financial requirements willt respect to
theobligation to maintain theProject in accordance with HDG
program requirements shall continue in effectfor theremainder of
theProject Term. as required by theGrantAgreement.

Section J: This Agreement shallbe executed in threepans.each
of which shall beconsidered to be anoriginal,and eachsuch
counterpart shallconstitute oneand thesameagreement.

Section K: Ifanyprovision of thisAgreement is held invalid.
suchholding shall nOlaffectthevalidity of theremainder of this
Agreement

f/'lrt,\ HlJl1.9QO,a l<l;'"



Ciey of Fresno, California
The--------....(N""'.....-ol""'an...-".........,..'--------

Annad~le Housing Development 'roject UCA015RG401---::.-_-------------------------
Section L: If a defaultoccursunderthis:lgrccmcnt or the Grant SectlonM: Special Conditions required by thisAgreement are

Agreement, or if theGrantee fails to comply withanyprovision of attached as Exhibit5.
24 CFR Part 850. HUn may at any timeor from timeto time
proceedto protectall rights available to HUP underthis Agreement,
the Grant Agreementand 24 CFR PlU: 8~O. •

ThisHOG SettlementAgreement is hereby executed anddelivered by thepartieson the date set forth below theirrepresentative signa­
tures and effective as of the date executedby HUn.

BY:~~..Q 0.. B..MYJe-
(Slp&1Unl)

Dale: /()it9/9a/'.,

TheSectettuy of the DepartmentofHousingandUrban Development

By: ~=_I--_=;;z==;,::r=:~__--

Director, 0::>:: of Housing

Dale: w/tz."



EXHIBIT "H"
PROJECT SCHEDULE



Annadale Housing Partners
Milestones

Tasks Days Cumulative

1 80 80

2 Preliminary projectdesign begins 90 170

3 60 230

4 120 350

5 95 445

6 90 535

7 30 565

8 75 640

9 5 645

10 1 646

11 10 656

Days 25 50 75 100 125 150 175 200 225 250 275 300 325 350 375 400 425 450 475 500 525 550 575 600 625 650 670

Tasks
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