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TR STS%,€ REPORT TO THE CITY COUNCIL | AGENDAITEMNO. 2D
COUNCIL MEETING  December 5, 2013
December 5, 2013 APPROVED BY

THROUGH: JENNIFER K. CLARK, AICP, Director %&ﬁgﬂECTOR
Development and Resource Management Dept M
gement jer VMAG Coa

FROM: JOHN ROBERTSON, Interim Manager
Housing and Community Development Divi
Devetopment and Resource Managément Dept.

BY: CORRINA NUNEZ, Project Manag \
Housing and Community DevelopMent\Divigion
Development and Resource Management Dept.

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APPROVE THE SUPERSEDED AND RESTATED NOTE FOR THE ANNADALE HOUSING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) Annadaie
Housing Partners loan to $2,996,720 (Exhibit "B” — 1988 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3) Approve the $2,996,720 Superseded and Restated Note {Exhibit “C" — 2013 Superseded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 he written-off in
accordance with Fresno Municipal Code Section 7-910(b)(3).

EXECUTIVE SUMMARY

Approximately 28 years ago, the City of Fresno lcaned $2,986,720 in U.S. Department of Housing and
Urban Development (*HUD"), Housing Development Grant (“HDG”") Program funds to the Annadale
Housing Partners to construct {wo 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.
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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 redevelcp 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 [ncrement Program, Low Income Housing Tax Credits ("LIHTC™) 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 LIHTC 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 Pariners, 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 CEOQO 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 Deveiopment 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
Wiison 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 lcan amount and eliminate the accrued interest. The
foan 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 affordabie 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 LIHTC 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 [J - Interest Spreadsheet

Exhibit E - Location Map

Exhibit F - Photographs

Exhibit G - HUD Approval of Loan Restructure
Exhibit H - Project Schedule
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COPY

RESTATED NOTE SECURED BY THIRD DEED OF TRUST

Fresno, California

June 1%, 1995

i. BORROWER/S PROMISE TQ PAY

FOR VALUE RECEIVED, the undersigned ("Maker®") promiges to
pay the City of Fresno, a municipal corporation ("Lender"), or
order, the principal sum of FOUR MILLION EIGHT HUNDRED THIRTY-
THREE THOUSAND EIGHT HUNDRED SEVENTY ONE AND NO/100 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."

2. INTEREST

From and after June 1, 1995; the outstanding principal
bhalance of the loan evidenced by this Note (the "Loan") shall
bear interest at the rate per annum of Seven and 25/100
percent (7.25%), such interest rate being the "Initial
Interest Rate". The Initial Interest Rate shall be in effect
until April 1, 2001, (hereinafter referred to as "Initial
Adjustment Date'). The interest rateé may change in ac¢cordance
with Section 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 Initjial 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, Makes shall pay those amounts in full on that
date.

KENKOBE3 .. WP



{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). fOperating Expenses" shall include all
costs and expenses related to operation of the Mortgaged
Property, paid or accrued in each calendar yvear 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 costs and
expenses necessary to operate the Mortgaged Property, {ii)
debt service on that certain Note Secured by beed of Trust
from Borrower to Savings Associations Mortgage Company, Inc.
("SAMCO") dated February 1, 1991, as modified by that certain
Medification 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 provided 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 Helder’s approval any
proposed expenditure not in accordance with the currently
approved budget (or a cumalative variance of not more than 5%
therefrom for the current year as to non-reserve litenms) 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 reasconakle 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 notificatiorn 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-11lth 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
(i1i) 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 te accrue on the
outstanding principal balance under this Note and shall be
added to the unpaid principal 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 Tifteen (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 inmmediately 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. ODEFAULT TN 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 aof 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 eguity is brought with respect hereto, the Maker shall
pay the Holder hereof all expenses and costs, ineluding, but
not limited to, attorney’s fees (established in accordance
with the standards of otherwige applicable law).

7. PREPAYMENTS

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

8. GIVING OF NOTICES

Unless otherwise regquired 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. QBLIGATIONS OF PERSONS UNDER THIS NOTE

If more than one Maker is identified below, this Note
shall be the joint and several cbligation of each Maker. 1In
this Note the singular shall include the plural.
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10, HNOTYICE 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. 82021519
on February 28, 1989 in the 0Official 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 Medification 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 ig hereby made to the City Deed
of Trust for a statement of its terms and provisions.

12. SEVERABILITY

If any one 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 TAW

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

1l4. NONRECOURSE T0 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 ohligation to
pay, any indebtedness evidenced by the Loan Documents or limit
the right of any person to name the Maker or any other person
clairing 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 déficiency judgment shall be sought against the
Maker andfor any such other perscn.

(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
actien, 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; (iil) intentional bad faith waste of the Mortgaged
Property on or after the date hereof; (iii} lesses resulting
from Maker’s failure to maintain insurance as reguired under
the Ccity 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 Locan 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 "Origiral Note"). From
and after the date herecof, 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:

ANNADALE HOUSING PARTNERS,
a California Limited Partnership

By: Annadale Housing Corporation,
a Massachusetts corporation

Its: General Partner
By: @

Its: Utcu @Y“:-f) OQM-G-

Address for Notice Purposes:

Annadale Housing Partners

¢/o Annadale Housing Corporation
c/o Boston Capital

313 Congress Street

Boston, MA 02210

Attention: Jeffrey H. Goldstein
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1989 PROMISSORY NOTE



PROMISSORY NOTE

For value received, ANNADALE HOUSING PARTNERS, a California.
limited partnership ("Owner"), shall pay to the CITY OF FRESNO,
a municipal corporation ("Grantee*)}, or order, at 2348 Maripﬁsa
Street, Fresno,;CA 93721, the sum of two million, nine hundred
and ninety-six thousand, seven hundred and twenﬁy and ¢0G/100
‘-doilars ($2,996,720.00), or so much as may be advanced by the
Grantee {the "Lban“),was provided in the Owner/Grantee
Ag'rleemeni: to be eﬁtered into between bthe Owner and Graantee {the
Owner/Grantee Agreement"), for the Annadale Housing Project,
HUD Project No. CA01§ﬁ6401 {the "Project®}.

' The above amount ashall be paid as Follows:
1. Definitions - " 2
All capifalized terms not .otherwise defined in this

Note shall have the meanings given to theﬁ in the

Owner/Grantee Agreement or the Grant Agreement between the

Grantee and the Secrelary oﬁ_Housing and Urbhan Development

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

2, Loan

a. Principal. The principal amount of the Loan and
this Note shall he two million, nine hundred and ninety-six

thousand, 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 provided in the Grant Agreement and

the Owner/Grantee Agreement.
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b. Term. The term of the Loan shall be thirty
years, commencing on the date of the first disbursement of
Loan funds by the Grantee to thé Owner pursuant to the
Owner/Graﬂfee Agreemente‘

. Interest.. This Note shall bear interest at a -
rate of 9.08 percent on unpaid-principal and interest from
tﬁe first day of the Loan term. Interest shall begin
acéruing on each dishbursement of Loan_funds on the date
néuch disbursement islmade to the Owner under the
Owner/Grantee Agreement and shall be compounded
Sz&miwahnuallyv Suhject to paragraph e. of this Section,
inte.rest payments shall be deferred until the last year of
the Loan term.

d. Repayment. Subject to paragraph e. of this
Section, payments on this Hote shall be deferred for the
first five years of the Loan term. FEach year during the
sixth through the tenth years of the Loan term, the Owner
shall pay the sum of £ifty 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 éhall 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 éﬁe sum of five thousand
dollars ($5,000.00) for eéch such default as liguidated
damages, not a penalty, to compqnsate the Grantee for
expenses in administering the default.

e. Without limiting the Owner's obligations under
this ﬁote, commencing on the first day of the Loan term the
Owner shall commit all svurplus cash from the Project, as
_définec‘i 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 sufpius cagh. All surpius cash
shall be applied first to make payments on this Hote when
.due, second to pay any delinguent psyments and any
ligquidated damages for delinguent payments pursuant to
paragraph d., and third to reduce the amount of deferred
payvments of principal and interest.

£, Maturity. Any remaining balance uqder this HNote,
ingluding all unpaid principal and all accrued and unbaid
interest, shall in any event become due and payable in full
on December 31 of the thirtieth year of the Lean term.

g. Prepayment. The Owner may prepay this Note in
full, including all accrued interest, at any time without
premium, penalty or restriction.

3, {4
This Mote is given to evidence the Loan made by the

Grantee to the Owner pursuant to the Owner/Grantee
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Agreement. This Hote is secured by the benéfité of the
Owner/Grantee Agreement and by the deed of trust on the
Frofect of the same Gate ag this Note between the Owner as
trustor, the Grantee as beneficiary, and Central Title
Company as trustee, including 3ll amendments thereto {"Deed
af Trust*}. The Owner/Grantee Agreement and the Deed of
Trust are incorporated in this Note by reference.
4. Defaulf and Remedies
o ﬁny of the foilowing-shall be a default by the Owner
under this Note:

a. Failure to make, when due, a payment of principal
or interest hereunder; or

b. Any default by the Owner under the Owner/Grantee
Agreement or the Deed of Trust which is not cured within
Dany applicable cure period; or

e adny default by the Owner under the construction
loan and deed of trust on the Project (“Senior Coﬁstruction
Financing®) between the Owner and Midland Mortgage
Investment Corporation, a Florids corporation (*Midland®},
or under the permanent loan and deed of trust on the
Project (*Senior Permanent Financing"} 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 Midiand or BAMCO, or by the trustee
under the 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 Viclation by the Owner

under the Owner/Grantee Aqreement or applicable HUD -

regulations, (i)} the amount of HUD Grant Funds made
available to the Owner and to be repaid shall be ;edugeﬁ by
ten percent for each full year in excess of tenlyeafs
between the effective date of the Owner/Grantee Agreement
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 Vielation at a rate

determined by adding twe percent toe the average vield on

putstanding 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
Owners/Grantee Agreement, the Owner shall pay to the Grantee
the greater of (i) the amount to be repaid pursuant to the
qustantive Viclation 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 Hote is a nonreccurse note; the Owner's liability
under this Hote is limited to the assets of the Owner which
are mortgaged and pledged under-fhe Deed of Trust, without
recourse to the geheral pértners of the Owner. Subject to
the preceding sentence, 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

-additipn to and without limitation on any other_rights ang
remedies available at law or eguity. AlL rights and
remedies are cumulstive and may be exercised concurrently
orlconsecutively, 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 OwnersGrantee Aaoreement or the
Deed of Trust shall be waived or affected by the Ffailure to
exercise them. By‘acceﬁtiug payment of any amcunt under
this Note after its due date, the Grantee or holder does
not waive its right to require prompt payment when due of
ail othef amounts under this Note or to declare a default
for failure to 50 pay.

The COwner waives deméndf presenﬁment for payment,
protest, and notiece of non-payment or protest.

5. Attorpevs® Fees

If the Grantee or other holder commences legal 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 comnnection with such

action.

6. Governing Law
This Note shall be interpreted and enforced, and the

"rights and duties of the parties hereunder (both procedural
and substantive) shall be determined;'according to

Califaornia law.

Executed in the City of Fresno} California.

DATE: _  Tebruary, 26  jggg, “OWNER

ANNADALE HOUSING FPARTNERS, =z
California limited partnership

By:ﬂh“ﬁrJg 'izlgg

' LW
'_Eitl :,) ngeral Partner

By: ;zzéggé%f;:njﬂﬂ

General Partner

Cmitle:

o Qg
6;/ &

Title: General Partner

DON:pn
1019=~/303
02/24/89

g



EXHIBIT “C”
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: $2,996,720.00 Date: November __, 2013
Property Address: 2787 Martin Luther King Jr. Blvd

Fresno, CA 93706

APN: 479-040-52

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 doilars 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
Miblion Eight Hundred Thirty-Three Thousand Eight Hundred Seventy-One doliars
and 00/100 ($4,833,871.00) [“Restated Note”], by the Lender in favor of the Note
holder. This Superseded and Restaied 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 suppiemented from time {o time, the “City Deed
of Trust” insured in the same 3™ 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 bankrupicy,
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 {o 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 shail be paid in l[awful 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: Development and Resource Management Department
Housing and Community Development Division
2600 Fresno Street, Room 3070
Fresno, CA 83721

Annadale Housing

Partners, LP: Marc A. Wilson, President
Central Valley Affordable Housing, LLC,
6356 N. Fresno Street
Fresno, CA 93710

Page 2 of 3



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: lts 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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EXHIBIT “E”
LOCATION MAP
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EXHIBIT “F”
PHOTOGRAPHS



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

949 E Annadale looking East
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looking Narth towards Kings View Estates
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EXHIBIT “D”
INTEREST SPREADSHEET



City of Fresno Loan
Annadale Housing Project

PAYMENT DUE
APRIL 18T
YR Date Principal Interest Total Principal Total Interest
7.250% and Interest Accrued
1 6/1/1995-3/31/1998 4,833,871.00 292,046.37 5,125,917.37 2092.046.37
2 4/1/1996-3/31/1987 5,125,917.37 371,626.01 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 5896,118.49 427 468 59 6,323,587.08 1,489,716.08
5 4/1/1989-3/31/2000 6,323,587.08 458.460.06 6,782,047.14 1,048,176.14
5] 4/1/2000-03/31/2001 6,782,047 14 491,698.42 7.,273,745.56 2,439,874.56
FHLB INT
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 7,708,242 .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 §,649.914 .18 514,323.90 9,164,238.08 4,330,367.08
11 4{1/2005-3/31/2006 9,164,238.08 544 805.60 9,709.143.68 4,875,272.68
FHLB INT
4.759%
12 41/2006-3/31/2007 0,709,143.68 462.058.15 10,171,201.83 5,337,330.583
13 4/1/2007-3/31/2008 10,171,201.83 484,047 50 10,665,249.33 5,821,378.33
14 441/2008-3/31/2009 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 11,683,548.06 556,495.95 12.250,044.1 7.416.173.01
FHLB INT
2.359%
17 4/112011-3/31/2012 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 - 4/11/13 - 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 4/1/2015-3f31/20186
FHLB INT
New Rate
22 411/2016-3/31/2017



EXHIBIT “G”
HUD APPROVAL OF LOAN RESTRUCTURE



.*"“’"'“’ - U.S. Depariment of Housing and Urban Development
’fg San Francisco Regional Office - Region X

* "I g 600 Harrison Street, 3 Floor
&

San Franzisco, Califamia 94107-12387

P s www bl goy
espanol hud.gov

Rl

November 22, 2011

Carvina Nunez, Praoject Manager

Housing and Community Development
Division

2600 Fresno Street, Roont 3070

Fresno, CA 93721

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

Pear Ms, Nunez:

This letter serves (o confirm that the City of Fresno has fuifilled its obligations
under the Housing Developmient Geruni Program. The enclosed Grant Settlement
Agreement indicates 1hat the 20-year compliance period expired on October 21, 2010,
The City of Fresno is therefore free to negotiate new loan / repayment ternis with the
baorrower,

The City of Fresno maty retain any loan repayments for use on other atfordable
hotsing activities.

I you have any additonal questions, please contact me at (415) 489-6606 ar by
e-mail at AngelaM.Corcoran@hud. gov.

Snm(ldy
//f"?{/cj:§- C’L VRN PRSI

Angela Corcoran
Operations Director
Multifannly Housing Department

Enclosure



Housing Development
Grant Settlement Agreement
Housing Devetopment Grant Program

1.9, Depsriment of Heusing
and Urben Deveiopment

Qtfica of Housing

T YIRBY:

o
L)

OMB Approval Na. 2502-0382 {exp, 8-31-5t

Publlc Reporting Burden for this calfaction of informatian is esémated o averaga 1,50 hour par responsa, Wnciuding the ime for reviewing instrustions,
sgatching existng dala sources, gatharing and maintaining the data needad, and complating and reviewing the collgction of informaton. Send corimants
ragarding this burdan asimets or any other aspect of this callection af infonmation, including suggestions for reducing this hurden, o the Repars
Managament Otflcer, Otfica of taformation Policies and Sysiems, 1.5, Departmant of Housing and Urban Cavalogmaent, Washington, D.C. 20410.3600:
and to the Offica of Managemant and Budget, Paparwork Reduction Project (2502-03821, Washington, D.C. 20503,

Grantos Frajed Name Froact HUmber
City of Fresno, California Annadale Housing Development CAQLEHG4Q]
This Agreement, entered int by and between the _ €1ty of Fresno, California (hexeinafier

referred to as the “Grantee™) and the Deparument of Housing and Urban Devetopment (hercinafler referred to as “HUD™), |

Witnesseth

1. Whereas, the expiration date of this Agreement is determined
as 20 years after _October 31, 1990 -

, the date on which the Project reached 50 percent occupancy,
and;

2. Whereas, the grantes undertook Havsing Development Grant

(HD() Project (hercinafier referred 1o ag the “Project™, with
financial assistancs from HUD pursuant o Section 17¢d) of the U.S.
Housing Act of 1937, as amended, and;

3, Whereas, the Grantee and HUD enitered into a Grant Agres-

ment, dated__August 7, 1985 , {as revised by
2 amendment(s)}, hersinafter referred to ag
the Gerant Agreement) and;

4. Whereas, the Grastes sntered into legally binding commit-
ments with the panticipating parties identified in Section 1.02 of the
Grant Agreement, and;

5. Whereas, the autharized development activities which
comprse the Project, have been completed by the Grantee, Qwney
and/or other participating partics, as required by the Grant Agrea-
ment, and;

6. Whereas, the Grant Agreement and other legaily binding
comumitments, including the Qwner/Grantee Agresment and re-

corded HDG Cavenants, requice the percentage, number and type of

units specified in Section 1,01 of the Grant Agreement be main-
1ained, occupied or available for occupancy by lower income
hauseholds at HDG renus for the Project Term, and;

7. Whereas, the partics heveto desins o enter final financial
settlement of development costs for the Project; in caliance upon (1)
the Graniee Certification of Readiness to Initiate Project Seulemant
{Exhibic I, dated___Jupe 12, 199] 3, (2) the
Grantes's Deteamination of Project Costs and Sources of Financing
as may be amended by HUD (Exhibit 2}, (3) the Grantee's Determiv
nation of Equity Investment and Grant Amaunt as may be amended
by HUD (Exhibit 3), and (4} the Grantee's Certfication of Setle-
ment Findings (Exhibit 4} as may be amended by HUD,
dated___April 28, 1992 . afl af which are
attached hersta and made 3 purt hereof.

Naw therelore, in consideration of the mutwal covenants,
promises and represcalations contained herein, the partics Lercto
agree zs follows:

Section A: For the remainder of the Project Term, the Grantes
shali comply with all governing regulations and shall take appropri-
ate legal action 1o enforce the HDG program requirements, as
specified in the Grant Agreement and other legally binding commit-
ments appraved by HUD, including, but not limited 10 the Owner/
Gramee Agreement and recorded HDG covenants,

Section B: For the remainder of the Project Term, HUD shall
monitor the Grantee's pesformance to assure complianice with this
Agreement and the Grant Agresment.

Section C; The Grantee agrees ta the Total Grant Amount for
the Project, including any rednction in the grant amonnt caused by a
decreasa in cost, as indieated on the Certification of Final Costs and
Setilement Requirerents attached heseto and made 3 part heceof,

Section D: If necessary to satisy a shonifall in Owner's equity

. obligation in the amount specified in Exhibit 3, the Grantes has

either cotlected cash from the Qwner, received evidence from the
Cwmer that a mortgage loan on the project other than the HDG loan
has been prepaid in part, and/or has executed an agrsement with the
Ovwmer committing the Owrtex 1o pay cash o the Grantes at the end
of the specified rent-up period o the extenc that expenditures for
initial operating deficits have rot been sufficient (o cover the
outstanding equity requirement.

Section E; Excess grant funds drawn by the Granise, in the
amount specified in Exhibit 2 10 this Agreement (Appendix 2, Item
C.2.h,} shal have been or shall be immediaely retumed to HUD
under the following repayment scheduie:

N/A

Sectlon F: Any grent funds remaining in the Grantea's Letter of
Credgit for the referenced Project have been reduced to zero.

Section G: The sequirements of the Grant Agreement goveming
resourees o be provided after settiement by participading parties
shall be considered amended as follows: Indicate any chanpe in th
terms or amound of project eperating period subsidies and
accounts to cover shortfails agreed to by HUD and the Grantee.

Section H: Program Income received after completion of HDG
funded activiies shalt be deemed misceilancous revenues, the use of
which is govemed by 24 CFR 850.71. Amounts recovered by the
Grantee due 10 breach of owner's obligations under 24 CFR 850.15%
must be bsed in accordance with the HDG or Rental Rehabilitation
Program at Grantee's option.

Section 1: Execution of this Agreement shall constitute comple-
tion of development activitias for the Project and financial seide-
ment of development costs. Financial requirements with respect 1o
the obligaticn to mainwin the Project in accordance with HDG
program requircments shall continue in effect for the remainder of
the Project Term, ag required by the Geanr Agreement.

Section J: This Agrecment shall be exccuted in three pans, each
of which shall be considered 1o ba an original, and cach such
counterpard shall constitute one and the same agicement

Section K: If any provision of this Agreement is held invatid,

such holding shall not alfect the validity of the remainder of this
Agreement .

Inres HILA-5A0%R (020



Annadale Housing Development ‘roject #CAOLSHGLCL

Section Lz If 1 default oceurs under this agreement or the Grang Section M: Special Conditions required by this Agreement are
Agreement, or if the Grantes [nils to comply wilh any provision of  apached as Exhibit 5. .
24 CFR Part 830, HUD may at any Lime or from Uimé (G time :
proceed to protect all rights available to HUD under this Agreement,
the Grant Agreement and 24 CFR Par; 850,

This HDG Settlement Agreement is hereby executed and delivered by the parties on the date set fonh balow their representative signa-
wres and effective us of the dats &necuted by HUD,
: . City of Fresmo, California

T {Herm of Granses)

By; “\\é&_& Qt 13 !.g_-g;sgg-—-
{Sigretsre)

Dae: Z 0/ z ‘7(/ P

The Secrethwy of the Department of Housing and Usien Development

Director, Offica of Housing

Date: 4 H/ @2




EXHIBIT “H”
PROJECT SCHEDULE



Annadale Housing Partners
Milestones

Days Cumuiative

80

2 Preliminary project design begins 90 170
60 23D

4 120 350
95 445

90 535

30 565

aldbibl File il bt 75 640

9 Fi_qapcing app{u\red _ 5 645
10 /chy ok Fresnbloan g 1 646
11§ 10 656

Days 25 50 75 100 125 15¢ 175 200 225 250 275 300 325 350 375 400 425 450 475 500 525 550 575 600 625 650 670

Tasks

G\WPDOCS\Annadale Housing Partners 13-29\EXCEL\10-17-13 project mifestanes



