STATE OF FLORIDA
FLORIDA HOUSING FINANCE CORPORATION

NVC - SPRING HILL, LTD.,

Petitioner,
VS, Application No, 2009-208C
2009 Universal Cycle
FLORIDA HOUSING FINANCE . 0 -
CORPORATION, e e Noo 20 SrauC.
Respondent.

NVC - SPRING HILL, LTD.’S PETITION CHALLENGING
FLORIDA HOUSING'S THRESHOLD, SCORING AND RANKING ERRORS
CONCERNING SUNRISE PARK APARTMENTS. MAGNOLIA GARDENS,

LAUREL VILLAS., RENAISSANCE PRESERVE PHASE JI.

AND THE YVERANDAS OF PUNTA GORDA

Petitioner NVC — Spring Hill, Ltd. (“NVC — Spring Hill”), pursuant to sections 120.569
and 120.57(2), Florida Statutes, and rules 28-106.301 and 67-48.005(5), Florida Administrative
Code, files this petition for an administrative hearing concerning the 2009 Universal Cycle Final
Scoring Summary Reports for Application Nos. 2009-1353C (Sunrise Park Phase [, Ltd ) 2009-
162C (Magnolia Gardens I, Ltd.), 2009-228C (Laurel Villas Associates, LLC), 2009-151C
(Renaissance Preserve 111, LLLP). and 2009-154C (The Verandas of Punta Gorda, LLLP), and
the 2009 Universal Application Cycle Ranked Order. In support of its petition, NVC - Spring
Hill states:

I Sunrise Park Phase I Ltd., applied for an allocation of competitive housing
credits in the 2009 Universal Application Cyele for a housing development in Lake Wales, Polk
County, called Sunrise Park Apartments. Sunrise Park was ranked in the funding range by

Fiorida Housing when the ranked order spreadsheet was released on February 26, 2010



2. Magnalia Gardens 1, Ltd., applied for an allocation of competitive housing credits
in the 2009 Universal Application Cycle for a housing development in Brooksville, Hernando
County, known as Magnolia Gardens. Magnolia Gardens was ranked in the funding range by
Florida Housing when the ranked order spreadsheet was released on February 26, 2010.

3. Laurel Villas Associates, LLC, applied for an allacation of competitive housing
credits in the 2009 Universal Application Cycle for a housing development in DeLand, Volusia
County, known as Laurel Villas. Laurel Villas was ranked in the funding range by Florida
Housing when the ranked order spreadsheet was released on February 26, 2010,

4. Renaissance Preserve 11, LLLP, applied for an allocation of competitive housing
credits in the 2009 Universal Application Cycle for a housing development in Fort Myers, Lee
County, called Renaissance Preserve Phase 11. Renaissance Preserve was ranked in the funding
range by Florida Housing when the ranked order spreadsheet was released on February 26, 2010,

5. The Verandas of Punta Gorda, LLLP, applied for an allocation of competitive
housing credits in the 2009 Universal Application Cycle for a housing development in Punta
Gorda, Charlotte County, known as The Verandas of Punta Gorda. The Verandas of Punta
Gorda is on the waiting list for funding ahead of NVC - Spring Hill based on the ranked order
spreadsheet that was released on February 26, 2010.

6. But for certamn threshold, scoring and ranking errors of Respondent Florida
Housing Finance Cerporation (“Florida Housing™) in connection with each of these applications,
NVC - Spring Hill would have been in the funding range at the time Florida Housing issued its
2009 Universal Application Cycle Ranked Order spreadsheet on February 26, 2010 The
thresheld, scoring and ranking errors for each of the challenged applications are specifically

identified and discussed later in this petition. These identified errors were also raised during the
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scoring process, either through Notices of Possible Scoring Errors (“NOPSEs”) or through
Notices of Alleged Deficiencies (“NOADs”). R. 67-48.004(4), (7), Fla. Admin. Code.

7. The agency affected in this proceeding is Florida Housing, 227 North Bronough
Street, Suite 5000, Tallahassee, Florida 32301-1329. The agency’s file number for NVC —
Spring Hill’s application is 2009-208C.

8. The petitioner is NVC — Spring Hill, 2602 Merida Lane, Tampa, Florida 33618.
The petitioner’s telephone numbers are 813-960-1991 (phone) and 813-962-8435 (facsimile).

9. The petitioner’s attorneys are Donna E. Blanten and Elizabeth McArthur, Radey,
Thomas, Yon & Clark, P.A., 301 South Bronough Street, Suite 200, Tallahassee, Florida 32301.
The attorneys’ telephone numbers are 850-425-6654 (phone) and 850-425-6694 (facsimile).

10.  NVC - Spring Hill received notice of the Final Ranking and Notice of Rights
from Kevin Tatreau, Florida Housing’s Director of Multifamily Development Programs, on
March 1, 2010. Accompanying the Notice was a 2009 Universal Scoring Summary and 2009
Final Ranking spreadsheet.

11.  NVC - Spring Hill’s substantial interests are affected by the Final Scoring
Summary Report for Sunrise Park Apartments, Magnolia Gardens, Laurel Villas, Renaissance
Preserve Phase I1, and The Verandas of Punta Gorda, and the 2009 Universal Application Cycle
Ranked Order for the following reasons: (1) NVC — Spring Hill timely filed an Application
(No. 2009-208C) with Florida Housing for competitive Housing Credits in the 2009 Universal
Cycle m connection with the development of a multifamily housing development known as Vista
Grand at Spring Hill, in Spring Hill, Hernando County; (2) When the final scores were released,
NVC - Spring Hill received a perfect score of 70 points, met all threshold requirements, and

achieved six ability to proceed tie-breaker points and seven-and-a-half proximity tie-breaker
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points; (3) But for the threshold, scoring and ranking errors made by Florida Housing with
respect to Sunrise Park Apartments, Magnolia Gardens, Laurel Villas, Renaissance Preserve
Phase 11, and The Verandas of Punta Gorda, NVC — Spring Hill would have been in the funding
range when final rankings were released on February 26, 2010.

12, Ulnmate facts alleged, including those that warrant reversal of the proposed
agency action, are set forth below for each of the five challenged applications. The issue
presented for all five of these deals is virtually the same  the impropriety of virtually identical
revised equity commitment letters that fail threshold requirements by predicating the
commitments on acquisition of ownership interests and allocation of tax credits in percentages
exceeding the percentage of ownership held by the hmited partners, and by predicating the
commitments on an ownership structure that is not only inconsistent with the applicants’
ownership structure disclosed in their applications, hut also, impossible (i e., exceeding 100%
tolal ownership interests in one entity).

A. Suurise Park Apartments

1 In respanse to Preliminary Scoring Items 2T, 3T and 9T, the Applicant

submitted a revised equity commitment letter from RBC Capital Markets dated August 12, 20005,
See Attachment A. Paragraph ] of the revised letter states as follows:

RBC Tax Credit Equity, L.L.C | or an assignee (the “Limited Partner™) will

acquire a 99.99% limited partnership interest, and RBC Tax Manager 1J,

Inc. (the “Special Limited Partner”, and sometimes collectively with the

Limited Partner, “RBC™) will acquire a 01% special limited partnership

interest (collectively, the “LP Interest™) in the Partnership.
(Emphasis added). Thus, the first RBC entity will acquire a 59.99% ownership interest in the

limited partnership, and in addition, the second RBC entity will acquire another .01% ownership

interest. Together, these two interests constitute the “LP interest” to be acquired.
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i, Inconsistently, section 4(a), page 2 of the same revised equity commitment
letter (Attachment A) states that 99.99% of the tax credits will be allocated to the “Limited
Partner,” plus an additional .001% (not .01%) of the tax credits wil be allocated to the “Special
Limited Partner,” leaving the remaining .009% for the general partner tax credit allocation.
M. Rule 67-48.004(1)a), Fla. Admin Code, adopts and incorporates by
reference the 2009 Universal Application Instructions, and subsection (2) of that same rule
makes clear that the failure of an application to be completed in accordance with the Application
Instructions will result in the failure to meet threshold, rejection of the Application, a score less
than the maximum available, or a combination of these results.
1v. Part ¥V of the Instructions addresses Financing, and the entire part is
designated a Threshold requirement. 2009 Universal Application Instructions, p. 66. Pages 73
and 74 of the 2009 Universal Application Instructions address Syndication/HC Equity, and set
forth mandatory requirements for an equity commitment, proposal, or letter of intent in order to
meet threshold These threshold requirements provide that the letter must include “all terms and
conditions of the commitment, proposal or letter of intent” and “the percentage of the anticipated
amount of Housing Credit allocation bemng purchased ™ 2009 Universal Application Instructions,
V D.2.(a), pp. 73-74  In addition, a threshold requirement is as follows:
The percentage of credirs proposed to be purchased must be equal to or less
than the percentage of ownership interest held by the limited partner or
member,

2009 Universal Application Instractions, ¥V D.2.(b), p. 74.

V. The Sunrise Park Apartments revised equity commitment letter fails to
meet this threshold requirement. As specified in Exhibit 9 of the Application, the General

Partners together own a .01% interest in the limited partnership Applicant, while the Initial
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Limited Partner owns a 99.99% interest in the limited partnership. See Attachment B (Exhibit 9
for Sunrise Park Phase 1, Ltd)). According to page 74 of the Instructions quoted above, the
percentage of credits proposed to be purchased must be equal to or less than 99.99% (the
percentage of ownership interest held by the limited partner). However, the Sunrise Park revised
equity commitment letter specifies as the terms and conditions of the RBC proposal that the
collective limited partnership interest to be acquired by the two RBC entities totals 100%
(99.99% plus .01%). See Attachment A, page 1, paragraphk 1. And the revised equity
commitment letter also specifies as the terms and conditlons of the RBC proposal that 99.991%
of the tax credits will be allocated to the two RBC entities. See Attachment A, page 2, Section
4(a). As pointed out in paragraphs 1. and 11. above, these equity letter percentages are internally
inconsistent, but either 100% or 99.991% 1s impermissible under the Instructions, because either
petcentage is more than, not less than or equal to, the percentage of ownership interest held by
the limiied partner.

Vi, The revised equity commitment letter (Attachment A) sets forth an
impermissible and impossible ownership structure that is inconsistent with the actual ownership
structure specified in Exhibit 9 (Attachment B). There cannot be an ownership structure of a
limited partnership whereby the collective limited partners acquire 100% of the ownership
interest (99 99% for the limited partner plus .01% for the special limited partner), while the
general partners together own .01% interest in the same limited partnership. The sum of all of
the percentages of ownership interests in a limited partnership cannot add up to more than 100%,
hence the terms of the revised equity commitment lelter are an impossibility: the collective
limited partners cannot acquire 100% of the ownership interest while 01% of the ownership

interest remains in the general partners.



Vil The ownership structure of the applicant could not have been changed ta
address this inconsistency, because the application instructions require the applicant to specify its
ownership structure as of the application deadline, and that ownership structure cannot change
thereafter. See 2009 Universal Application Instructions TI. A.2.¢.(1), page 6 (no changes allowed
to the Applicant entity prior to the Carryover Allocation Agreement; after that Agreement has
been executed, replacement of the Applicant or a material change in the ownership structure
(33.3% or mare of a general partner) is allowed only with Board approval; changes to the
Applicant before the Carryover Agreement “will resuit in a disqualification ... and shall be
deemed a material misrepresentation.”).

viil.  Rule 67-48.004(13) makes clear what the result must be of the foregoing:

The Corporation shall reject an Application If, following the submission of
the additional documentation, revised pages and other information as the

Applicant deems appropriate as described in subsection (6) above:

(b) The Applicant fails to achieve the threshold requirements as detailed
in these rules, the applicable Application, and Application instructions] |

X For other applications, Florida Housing has applied its niles and
[nstructions to reject equity commitment letters when the ownership interests to be acquired and
tax credits to be allocated are inconsistent with the ownership percentages disclosed in the
applications’ Exhibit 9, by exceeding the ownership percentage specified for the applicant’s
limited partner or member. Indeed, in the 2009 Universal Cycle. Florida Housing rejected no
less than six equity commitment letters in preliminary and/or final scoring, for failing this
threshold requirement, For example, the equity commirment letter was rejected for Palm Lake
Apartments {Application No. 2009-118C) for this reason:

Per page 74 of the 2009 Universal Application Instructions, the percentage
of credits being purchased must be equal to or less than the percentage of
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ownership interest held by the limited partner or member. The Applicant
stated at Exhibit 9 of the Application that the limited partner’s interest in the
Applicant entity is 99.98%. However, the equity commitment at Exhibit 55
states that 99.99% of the HC allocation is being purchased. Because of this
inconsistency, the HC equity cannot be considered a source of financing.
See Attachment C, page 3 (Final Scoring Summary Report for Palm Lake Apartments, 12/2/09).
Florida Housing must follow its rules, including the Instructions incorporated by reference, by
rejecting the Sunrise Park revised equity commitment letter for failing threshold, just as it did in

the instance of Palm Lake Apartments and other applications.

B. Magnolia Gardens

i In response to Preliminary Scoring ltem 3T, the Applicant submitted a
revised equity commitment letter from RBC Capital Markets dated August 11, 2009. See
Attachment D. Paragraph 1 of the revised letter states as follows:

RBC Tax Credit Equity, L.L.C., or an assignee (the “Limited Partner”) will

acquire a 99.99% limited partnership interest, and RBC Tax Manager 11,

Inc (the “Special Limited Partner”, and sometimes collectively with the

Limited Partner, “RBC”) will acquire a .01% special limited partnership

interest {collectively, the “LP Interest”} in the Partnership.
(Emphasis added). Thus, the first RBC entity will acquire a 99.99% ownership interest in the
limited partnership, and in addition, the second RBC entity will acquire another .01% ownership
interest Together, these two interests constitute the “LP interest” to be acquired

i1 Inconsistently. section 4(a), page 2 of the same revised equity commitment
letter {Attachment D) states that 99.99% of the tax credits will be allocated to the “Limited
Partner,” plus an additional .001% (not .01%) of the tax credits will be allocated to the “Special
Limited Partner,” leaving the remaining .009% for the general partner tax credit aliocation.

111, Rule 67-48.004(1)(a), Fla. Admin. Code, adopts and incorporates by

reference the 2009 Universal Application Instructions, and subsection (2) of that same rule
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makes clear that the failure of an application to be completed in accordance with the Application
instructions will result in the failure 10 meet threshold, rejection of the Application, a score less
than the maximum avatlable, or a combination of these results.
v, Part V of the Instructions addresses Financing, and the entire part is
designated a Threshold requirement. 2009 Universal Application Instructions, p. 66. Pages 73
and 74 of the 2009 Universal Application Instructions address Svndication/HC Equity, and set
forth mandatory requirements for an equity commitment, proposal, or letfer of intent in order to
meet threshold. These threshold requirements provide that the letter must include “all terms and
conditions of the commitment, proposal or letter of intent” and “the percentage of the anticipated
amount of Houstng Credit allocation being purchased.” 2009 Universal Application Instructions,
V.D.2.(a), pp. 73-74. In addition, a threshold requirement is as follows:
The percentage of credits proposed to he purchased must be equal to or less
than the percentage of ownership interest held by the limited partner or
member.

2009 Universal Application Instructions, V.D.2.(b), p. 74.

v The Magnolia Gardens revised equity commitment letter fails to meet this
threshold requirement. As specified in the original Application, Exhibit 9, the General Partners
touether own a (1% interest in the limited partnership Applicant, while the Limited Partner
owns a 99 89% interest in the limited partnership. See Attachment E (Exhibit 9 for Magnolia
Gardens 1, Ltd). According to page 74 of the Instructions quoted above, the percentage of
credits proposed to be purchased must be equal to or less than 99.99% (the percentage of
ownership interest held by the imited partner). However, the Magnolia Gardens revised equity
commitment letter specifies as the terms and conditions of the RBC proposal that the collective

limited partnership interest to be acquired by the two RBC entities rotals 100% (99.99% plus
O



01%). See Attachment D, page 1, paragraph 1. And the revised equity commitment letter also
specifies as the terms and conditions of the RBC proposal that 99.991% of the tax credits will be
allocated to the two RBC entities. See Attachment D, page 2, Section 4(a). As pointed out in
paragraphs i. and ii. above, these equity letter percentages are internally inconsistent, but either
100% or 99.991% is impermissible under the Instructions, because either percentage 1s more
than, not less than or equal to, the percentage of ownership interest held by the limited partner.

VI, The revised equity commitment letter (Attachment D) sets forth an
impermissible and impossible ownership structure that is inconsistent with the actual ownership
structure specified in Exhibit 9 (Artachment E). There cannot be an ownership structure of a
limited partnership whereby the collective limited partners acquire 100% of the ownership
interest (99.99% for the limited partner plus .01% for the special limited partner), while the
general partners together own 01%a interest in the same limited partnership, The sum of all of
the percentages of ownership interests 1n a limited partnership cannot add up to more than 100%,
hence the terms of the revised equity commitment letter are an impossibility: the collective
limited pariners cannot acquire 100% of the ownership interest while .01% of the ownership
interest remains in the general partners.

vii.  The ownership structure of the applicant could not have been changed to
address this inconsistency, because the application instructions require the applicant to specify its
ownership structure as of the application deadline, and that ownership structure cannot change
thereafter. See 2009 Universal Application Instructions 1A 2. c.(1), page & (no changes allowed
to the Applicant entity prior to the Carryover Allocation Agreement; after that Agreement has
heen executed, replacement of the Applicant or a material change in the ownership structure

(33.3% or more of a general partner) is allowed only with Board approval; changes to the
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Applicant before the Carryover Agreement “will result in a disqualification ... and shall be
deemed a material misrepresentation.”).
vill.  Rule 67-48.004(13) makes clear what the result must be of the foregoing:
The Corporation shall reject an Application if, following the submission of
the additioral documentation, revised pages and other information as the

Applicant deems appropriate as described in subsection (6) above:

(b) The Applicant fails to achieve the threshold requirements as detailed
in these rules, the applicable Application, and Application instructions].]

iX. For other applications, Florida Housing has applied its rules and

Instructions to reject equity commitment letters when the ownership interests to be acquired and
tax credits to be allocated are inconsistent with the ownership percentages disclosed in the
applications’ Exhibit 9, by exceeding the ownership percentage specified for the applicant’s
limited partner or member. Indeed. in the 2009 Universal Cycle, Florida Housing rejected no
less than six equity commitment letters in preliminary and/or final scoring, for failing this
threshold requirement. For example, the equity commitment letter was rejected for Palm Lake
Apartments (Application No. 2009-118C) for this reason:

Per page 74 of the 2009 Universal Application Instructions, the percentage

of credits being purchased must be equal to or less than the percentage of

ownership interest held by the limited partner or member. The Applicant

stated at Exhibit 9 of the Application that the limited partner’s interest in the

Applicant entity is 99.98%. However, the equity commitment at Exhibit 5

states that 99.99% of the HC allocation 15 being purchased. Because of this

inconsistency, the HC equity cannot he considered a source of financing.
See Attachment C. page 3 (Final Scoring Summary Report for Palm Lake Apartments, 12/2/09),
Florida Housing nust follow its rules, including the Instructions incorporated by reference, by

rejecting the Magnolia Gardens revised equity commitment letter for failing threshold, just as it

did in the instance of Palm Lake Apartments and other applications.
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C. Laurel Villas

I In response to Preliminary Scoring Item 2T, the Applicant submitted a
revised equity commitment letter from RBC Capital Markets dated August 14, 2009. See
Attachment F. Paragraph 1 of the revised letter states as follows:

RBC Tax Credit Equity, L.L.C., or an assignee (the “Limited Partne:™) will

acquire 2 99.99% limited partnership interest, and RBC Tax Manager II,

Inc. (the “Special Limited Partner”, and sometimes collectively with the

Limited Partner, “RBC”) will acquire a .001% special limited partnership

interest {collectively, the “LP Interest”) in the Partnership
(Emphasis added). Thus, the first RBC entity will acquire a 99.99% ownership interest in the
limited partnership, and in addition, the second RBC entity will acquire another .001%
ownership interest, Together, these two interests constitute the “LP interest” to be acquired. The
same allocation of tax credits is proposed, with the first RBC entity allocated 99.99% of the tax
credits and the second RBC entity allocated an additional .0G1% of the tax credits, leaving .009%
for the general partner tax credit allocation. See Attachment F, page 2, Section 4(a).

il. Rule 67-48 004(1)a}). Fla. Admin. Code, adopts and incorporates by
reference the 2009 Universal Application Instructions, and subsection (2) of that same rule
makes clear that the failure of an application to be completed in accordance with the Application
instructions will result in the failure to meet threshold, rejection of the Application, a score Jess
than the maximuin available, or a combination of these results.

11, Part V of thc Instructions addresses Financing, and the entire part is
designated a Threshold requirement. 2009 Universal Application Instructions, p. 66. Pages 73
and 74 of the 2009 Universal Application Instructions address Syndication/HC Equity, and set

forth mandatory requirements for an equity commitment, proposal, or letter of intent in order to

mee1 threshold. These threshald requirements provide that the letter must include “all terms and
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conditions of the commitment, proposal or letter of intent” and “the percentage of the anticipated
amount of Housing Credit allocation being purchased.” 2009 Universal Application Instructions,
V.D.2 (a), pp. 73-74. In addition, a threshold requirement is as follows:

The percentage of credits proposed to be purchased must be equal to or less

than the percentage of ownership interest held by the limited partner or

member.
2009 Universal Application Instructions, V.D .2.(b), p. 74

v, The Laurel Villas revised equity commitment letter fails to meet this
threshold requirement. As specified in the original Application, Exhibit 9, the General Partners
together own a .01% interest in the limited partnership Applicant, while the Initial Limited
Partner owns a 99.99% interest in the limited partnership. See¢ Attachment G (Exhibit 9 for
Laurel Villas Assoclates, LL.C). According to page 74 of the Instructions quoted above, the
percentage of credits proposed to he purchased must be equal to or less than 99.99% (the
percentage of ownership interest held by the limited partner or member). However, the Laurel
Villas revised equity commitment letter specifies as the terms and conditions of the RBC
proposal that the collective limited partnership interest to be acquired by the two RBC entities
totals 99.991% (99.99% plus .01%). See Attachment F, page 1, paragraph 1. And the revised
equity commitment letter also specifies as the terms and conditions of the RBC proposal that
99.991% of the tax credits will he allocated to the two RBC entities. See Attachment F, page 2,
Section 4{a). This percentage 1s impermissible under the Instructions because it is more than,
not less than or equal to, the percentage of ownership interest held hy the limited partner.
V. The revised equity commitment letter (Attachment F) sets forth an

impermissible and impossible ownership structure that is inconsistent with the actual ownership

structure specified in Exhibit 9 (Attachment G). There cannot be an ownership structure of a
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limited partnership whereby the collective limited partners acquire 99.991% of the ownership
interest (99.99% for the limited partner plus .001% for the special limited partner), while the
general partners together own .01% interest in the same limited partnership. The sum of all of
the percentages of ownership interests in a limited partnership cannot add up to more than 100%,
hence the terms of the revised equity commitment letfer are an impossibility; the collective
limited partners cannot acquire 99.991% of the ownership interest while .01% of the ownership
interest remains in the general partners, because that would total 100.001%.

Vi, The ownership structure of the applicant could not have been changed to
address this inconsistency, because the application instructions require the applicant to specify its
ownership structure as of the application deadline, and that ownership structure cannot change
thereafter. See 2009 Universal Application Instructions II.A 2 ¢ (1), page 6 (no changes allowed
to the Applicant entity prior to the Carryover Allocation Agreement; afier that Agreement has
heen executed, replacement of the Applicant or a material change in the ownership structure
{33.3% or more of a general partner) 1s allowed only with Board approval; changes to the
Applicant before the Carryover Agreement “will result in a disqualification ... and shall be
deemed a material misrepresentation.”).

vil.  Rule 67-48.004(13) makes clear what the result must be of the foregoing:

The Corporation shall reject an Application if, following the submission of
the additional documentation, revised pages and other information as the
Applicant deems appropriate as described in subsection (6) above:

{(b) The Applicant fails to achieve the threshald requirements as detailed
in these rules. the applicable Application, and Application instructions[ ]

viil.  For other applications, Florida Housing has applied its rules and

Instructions to reject equity commitment letters when the ownership interests to be acquired and
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tax credits to be allocated are inconsistent with the ownership percentages disclosed in the
applications’ Exhihit 9, by exceeding the ownership percentage specified for the applicant’s
limited partner or member. Indeed, in the 2009 Universal Cycle, Florida Housing rejected no
less than six equity commitment letters in preliminary and/or final scoring, for failing this
threshold requirement. For example, the equity commitment letter was rejected for Palm Lake
Apartments (Application No. 2009-118C) for this reason:

Per page 74 of the 2009 Universal Application Instructions, the percentage

of credits being purchased must be equal to or less than the percentage of

ownership interest held by the limited partner or member. The Applicant

stated at Exhibit 9 of the Application that the limited partner’s interest in the

Applicant entity is 99.98%. However, the equity commitment at Exhibit 55

states that 99.99% of the HC allocation 1s being purchased. Because of this

inconsistency, the HC equity cannot be considered a source of financing.
See Attachment C, page 3 (Final Scoring Summary Report for Palm Lake Apartments, 12/2/09).
Florida Housing must follow its rules, including the Instructions incorporated by reference, by

rejecting the Laurel Villas revised equity commitment letter for failing threshold, just as it did in

the instance of Paim Lake Apartments and other applications.

D. Renaissance Preserve Phase 11

I In response to Preliminary Scoring ltem 2T, the Applicant submitted a
revised equity commitment letter from RBC Capital Markets dated August 7, 2009. See
Attachment H. Paragraph 1 of the revised letter states as follows:

RBC Tax Credit Equity, L.L.C., or an assignee (the “Limited Partner”) will
acquire a 99.99% limited partnership interest, and RBC Tax Manager II,
Inc. (the “Special Limited Partner”, and sometimes collectively with the
Limited Partner, “RBC”) will acquire a .01% special limited partnership
interest {collectively, the “LP Interest”) in the Partnership.



(Emphasis added). Thus, the first RBC entity will acquire a 99.99% ownership interest in the
limited partnership, and in addition, the second RBC entity will acquire another .01% ownership
interest. Together. these two interests constitute the “LP interest” to be acquired.

i Inconsistently, section 4(a), page 2 of the same revised equity commitment
letter {Attachment H) states that 99.99% of the tax credits will be allocated to the “Limited
Partner,” plus an additional 001% {(not .01%) of the tax credits will be allocated to the “Special
Limited Partner,” leaving the remaining 009% for the general partner tax credit allocation.

Iii. Rule 67-48 004(1)(a). Fla. Admin. Code, adopts and incorporates by
reference the 2009 Universal Application Instructions. Subsection (2} of that same rule makes
clear that the failure of an application to be completed in accordance with the Application
Instructions will result in the failure to meet threshold, rejection of the Application, a score less
than the maximum availahle, or a combination of these results.

v, Part V of the Instructions addresses Financing, and the entire part is
designated a Threshold requirement. 2009 Universal Application Instructions, p. 66. Pages 73
and 74 of the 2009 Universal Application Instructions address Syndication’/HC Equity, and set
forth mandatory requirements for an equity commitment, proposal, or letter of intent in order to
meel threshold These threshold requirements provide that the letter must include “all terms and
conditions of the commitment, proposal or letter of intent” and “the percentage of the anticipated
amount of Housing Credit allocation being purchased.™ 2009 Universal Application Instructions,
V.D.2.(a), pp. 73-74 In addition, a threshold requirement is as follows:

The percentage of credits proposed to be purchased must be equal to or less
than the percentage of ownership interest held by the limited partner or
member.

2009 Universal Application tnstructions, V.D 2 (b), p. 74
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v, The Renaissance Preserve Phase 11 revised equity commitment letter fails
to meet this threshold requirement. As specified in the original Application, Exhibit 9, the
General Partners together own a .01% interest in the limited partnership Applicant, while the
Initial Limited Partner owns a 99.99% interest in the limited partnership. See¢ Attachment I
(Exhibit 9 for Renaissance Preserve 111, LLLP). According to page 74 of the Instructions quoted
above, the percentage of credits proposed to be purchased must be equal to or less than 99.99%
(the percentage of ownership interest held by the limited partner). However, the Renaissance
Preserve revised equity commitment letter specifies as the terms and conditions of the RBC
proposal that the collective limited partnership interest to be acquired by the two RBC entities
totals 100% (99.99% plus .01%). See Attachment H, page 1. paragraph 1. And the revised
equity commitment letter also specifies as the terms and conditions of the RBC proposal that
96.061% of the tax credits will be allocated to the two RBC entities. See Attachment H, page 2,
Section 4(a). As pointed out in paragraphs i. and ii. above, these equity letter percentages are
internally inconsistent, but either 100% or 99.991% is impermissible under the Instructions,
because either percentage is more than. not less than or equal to, the percentage of ownership
interest held by the limited partner.

Vi, The revised equity commitment letter (Attachment H) sets forth an
impermissible and impossible ownership structure that is inconsistent with the actual ownership
structure specified in Exhibit 9 (Attachment I). There cannot be an ownership structure of a
limited partnership whereby the collective limited partners acquire 100% of the ownership
interest {99.99% for the limited partner plus .01% for the special limited partner), while the

general partners together own .01% interest in the same limited partnership. The sum of all of
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the percentages of ownership interests in a limited partnership cannot add up to more than 100%,
hence the terms of the revised equity commitment letter are an impossibility: the collective
limited partners cannot acquire 100% of the ownership interest while .01% of the ownership
interest remains in the general partners.

vil The ownership structure of the applicant could not have been changed to
address this inconsistency, because the application instructions require the applicant to specify its
ownership structure as of the application deadline, and that ownership structure cannot change
thereafter. See 2009 Universal Application Instructions I1.A.2.¢c.(1), page 6 (no changes allowed
to the Applicant entity prior to the Carryover Allocation Agreement; after that Agreement has
been executed, replacement of the Applicant or a material change in the ownership structure
(33.3% or more of a general partner) 1s allowed only with Board approval; changes to the
Applicant before the Carryover Agreement “will result in a disqualification ... and shall be
deemed a material misrepresentation.”).

vill.  Rule 67-48.004(13) makes clear what the result must be of the foregoing:

The Corporation shall reject an Application if, following the submission of
the additional documentation, revised pages and other information as the
Applicant deems appropriate as described in subsection (6) above:

(b) The Applhicant fails to achieve the threshold requirements as detailed
in these rules, the applicable Application. and Application instructions]. ]

1X. For other applications, Florida Housing has applied its rules and
Instructions to reject equity commitment letters when the ownership interests to be acquired and
tax credis to be allocated are inconsistent with the ownership percentages disclosed in the
applications’ Exhibit 9, by exceeding the ownership percentage specified for the applicant's

limited partner or member. Indeed, in the 2009 Universal Cycle, Florida Housing rejected no
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less than six equity commitment letters in preliminary and/or final scoring, for failing this
threshold requirement. For example, the equity commitment letter was rejected for Palm Lake
Apartments (Application No. 2009-118C) for this reason:

Per page 74 of the 2009 Universal Application Instructions, the percentage

of credits being purchased must be equal to or less than the percentage of

ownership interest held by the limited partner or member. The Apphcant

stated at Exhibit 9 of the Application that the limited partner’s interest in the

Applicant entity is 99 98%. However, the equity commitment at Exhibit 55

states that 99 99% of the HC allocation 1s being purchased. Because of this

inconsistency, the HC equity cannot be considered a source of financing.
See Attachment C, page 3 {Final Scoring Summary Report for Palm Lake Apartments, 12/2/09).
Florida Housing must follow its rules, including the Instructions incorporated by reference, by

rejecting the Renaissance Preserve revised equity commitment letter for failing threshold, just as

it did in the instance of Palm Lake Apartments and other applications.

E. The Verandas of Punta Gorda
1. In response to Preliminary Scoring ltem 4T, the Applicant submitted a

revised equity commitment letter from RBC Capital Markets dated August 13, 2009. See
Attachment J. Paragraph 1 of the revised letter states as follows:

RBC Tax Credit Equity, L.L.C., or an assignee (the “Limited Partner”) will

acquire a 99.99% limited partnership interest, and RBC Tax Manager 11.

Inc. (the “Special Liinited Partner”. and sometimes collectively with the

Limited Partner, “RBC") will acquire a .01% special limited partnership

interest (collectively, the “LP Interest”) in the Partnership.
(Emphasis added). Thus, the first RBC entity will acquire a 99 99% ownership interest in the

limited partnership, and in addition, the second RBC entity will acquire another .01% ownership

interest. Together, these two interests constitute the “LP interest” to be acquired.
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i, Inconsistently, section 4(a), page 2 of the same revised equity commitment
fetter (Attachment J) states that 99.99% of the tax credits will be allocated to the “Limited
Partner,” plus an additional .001% (not .01%) of the tax credits will be allocated to the “Special
Limited Partner,” leaving the remaining .009% for the general partner tax credit allocation.
. Rule 67-48.004(1)(a), Fia Admin. Code, adopts and incarporates by
reference the 2009 Universal Application Instructions, and subsection (2) of that same rule
makes clear that the failure of an application to be completed 1n accordance with the Application
instructions will result in the failure 1o meet threshold, rejection of the Application, a score less
than the maximum available, or a combination of these results.
v, Part V of the Instructions addresses Financing, and the entire part is
designated a Threshold requirement. 2009 Universal Application Instructions, p. 66. Pages 73
and 74 of the 2009 Universal Application Instructions address Syndication/HC Equity, and set
forth mandatory requirements for an equity commitment, proposal, or letter of intent in order to
meet threshold. These threshold requirements provide that the letter must include “all terms and
conditions of the commitment, proposal or letter of intent” and “the percentage of the anticipated
amount of Housing Credit allocation being purchased.” 2009 Universal Application Instructions,
V.D.Z (a), pp 73-74 1n addition, a threshold requirement is as follows:
The percentage of credits proposed to be purchased must be equal to or less
than the percentage of ownership interest held by the limited partner or
member.

2009 Universal Application Instructions, V.D 2.(b}, p. 74.

v The Verandas of Punta Gorda’s revised equity commitment letter fails 10
meet this threshold requirement. As specified in the original Application, Exhibit 9, the General

Partners together own a 01% interest mn the lumited partnership Applicant, while the Initial
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Limited Partner owns a 99 99% interest in the limited partnership. See Attachment K (Exhibit 9
for The Verandas of Punta Gorda, LLLP). According to page 74 of the Instructions quoted
above, the percentage of credits proposed to he purchased must be equal to or less than 99.99%
(the percentage of ownership interest held by the limited partner). However, The Verandas of
Punta Gorda’s revised equity commitment letter specifies as the terms and conditions of the RBC
proposal that the collective limited partnership interest to be acquired by the two RBC entittes
totals 100% (99.99% plus 01%). See Attachment I, page 1, paragraph 1. And the revised equity
commitment letter also specifies as the terms and conditions of the RBC proposal that 99.991%
of the tax credits will be allocated to the two RBC enuties. See Attachment J, page 2, Section
4(a). As pointed out in paragraphs i. and 11. above, these equity letter percentages are internally
inconsistent, but either 106% or 99 991% 15 impermissihle under the Instructions, because either
percentage is more than, not less than or equal to, the percenrage of ownership interest held by
the limited partner.

VI, The revised equity commitment lerter (Attachment I} sets forth an
impermissible and impossible ownership structure that is inconsistent with the actual ownership
structure specified in Exhibit 9 (Attachinent K). There cannot be an ownership structure of a
limited partnership wherehy the collective limited partners acquire 100% of the ownership
interest (99.99% for the limited partner plus .01% for the special limited partner), while the
general partners together own .01% mterest in the same Innited partnership. The sum of all of
the percentages of ownership interests in a limited partnership cannot add up to more than 100%,
hence the terms of the revised equity commitment letter are an impossibility: the collective
limited partners cannor acquire 100% of the ownership interest while .01% of the ownership

nterest remains in the general partners.



vii.  The ownership structure of the applicant could not have been changed to
address this inconsistency, because the application instructions require the applicant to specify its
ownership structure as of the application deadline, and that ownership structure cannot change
thereatter. See 2009 Universal Application Instructions 11.A.2.¢.{1), page 6 (no changes allowed
to the Applicant entity prior to the Carryover Allocation Agreement; after that Agreement has
been executed, replacement of the Applicant or a material change in the ownership structure
(33.3% or more of a general partner) is allowed only with Board approval;, changes to the
Applicant before the Carryover Agreement “will result in a disqualification ... and shall be
deemed a material misrepresentation.”).

viit.  Rule 67-48.004(13) makes clear what the result must be of the foregoing:

The Corporation shall reject an Application if, following the submission of
the additional documentation, revised pages and other information as the

Applicant deems appropriate as described in subsection (6) above.

(b) The Applicant fails to achieve the threshold requirements as detailed
in these rules, the applicable Application, and Application instructions[ ]

IX. For other applications, Florida Housing has applied its rules and
Instructions to reject equity commitment Jetters when the ownership interests to be acquired and
tax credits to be allocated are inconsistent with the ownership percentages disclosed in the
applications” Exhibit 9, by exceeding the ownership percentage specified for the apphicant’s
limited partner or member. Indeed, in the 2009 Universal Cycle, Florida Housing rejected no
less than six equity commitment letters in preliminary and/or final scoring, for failing this
threshold requirement For example, the equity commitment letter was rejected for Palm Lake
Apartments (Application No. 2009-118C}) for this reason:

Per page 74 of the 2009 Universal Application Instructions, the percentage
of credits being purchased must be equal 1o or less than the percentage of
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ownership interest held by the limited partner or member. The Applicant

stated at Exhibit 9 of the Application that the [imited partner’s interest in the

Applicant entity is 99 98%. However, the equity commitment at Exhibit 55

states that 99.99% of the HC allocation is being purchased. Because of this

inconsistency, the HC equity cannot be considered a source of financing.
See Attachment C, page 3 (Final Scoring Summary Report for Palm Lake Apartments, 12/2/09).
Florida Housing must follow its rules, including the Instructions incorporated by reference, by
rejecting The Verandas of Punta Gorda’s revised equity commitment letter for failing threshold,
just as it did in the instance of Palm Lake Apartments and other applications.

13.  Because of the specifically identified threshold and scoring errors discussed
above, Florida Housing also erred in ranking Sunrise Park Apartments, Magnolia Gardens,
Laurel Villas, and Renaissance Preserve Phase 1l in the funding range, in placing The Verandas
of Punta Gorda on the waiting list for the 2009 Universal Cycle, and in failing to rank Vista
Grand at Spring Hill in the funding range.

14, Starutes and rules requiring reversal of the proposed agency action are the Florida
Housing Finance Corporation Act (sections 420.501 et seq., Florida Starutes), sections 120.569
and 120.57(2), Florida Statutes; and rules 67-48.004 (including the 2009 Umversal Application
Instructions incorporated by reterence), and 67-48.005, Florida Administrative Code.

15. Based on the foregoing, NVC - Spring Hill respectfully requests that Florida
Housing schedule this petitton for an informal hearing and that the Hearing Officer enter a
Recommended Order finding that Florida Housing erred in finding that Sunrise Park Apartments,
Magnolia Gardens, Laurel Villas, Renaissance Preserve Phase 11, and The Verandas of Punta
Gorda met threshold requirements and in the scoring and ranking of each of the five challenged

developments. NVC — Spring Hill further requests that Florida Housing enter a Final Qrder

adopting the requested recommendations of the Hearing Officer and determining that NVC -

23



Spring Hill should have been in the funding range when final rankings were issued for the 2009
Universal Cycle. As a result of such Final Order, NVC — Spring Hill requests an allocation of
housing credits and any other relief to which if 1s entitled, pursuant to rule 67-48.005(7), Florida
Administrative Code.

16. At the time of filing this petition, NVC — Spring Hill does not believe that any
material facts are in dispute. NVC — Spring Hill reserves the right to seek a hearing pursuant to
sections 120.569 and 120.57(1}) at the Division of Administrative Hearings if, during the course

of proceedings on this petition, disputed 1ssues of material fact become known to the parties.

Dated: e ch 2»3‘,, 20(0 Respectfully submitted,

' Py ” _.
Céﬂwﬁ?@ (ot

Donna E. Blanton

Florida Bar No. 948500

Elizabeth McArtbur

Florida Bar No. 354491

Radey Thomas Yon & Clark, P A.
301 S. Bronough Street, Suite 200
Tallahassee, Florida 32301
850-425-6654 (phone)
850-425-6694 (facsimile)

Attorney for NVC — Spring Hill, Ltd.
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RBC Markets

RBC Tax Credil Eguity Group
1549 Ringling Bivd., 3™ Floor
Saregota, FL 34736

August 12, 2009

Mr. Richard Higging

Presidenl

Norstar Developrient USA, LP
200 South Division Street
Buflala, NY 12207

Re: Sunrize Park Aparimen(s
Lake Wales, Florida

Dear Rizk:

Thank you for providiug as the opporiunily & Submit a proposal 6u Sunrise Park Apartments in Lake
“Wales, Polk Commry, Florida. This letter serves as our mutual undersiending of the business terms regarding our
best efforts acquisition of {imited partnership imerests in Swnrise Park Phase T, L1d. {ihe “Partmership™). RBC
Tax Credit Equity, L.L.C., or an assignee (the “Limited Partner”) will acquire a 99.99% limited partnership
interest, and ROC Tax Manager I1, Inc. (the “Spacial Limiled Partner”, and sometimes collectively with the
Limited Partner, “RBC") will acquire a .0 1% special limyted parinership interest (coliectively, the “"LP Interest™)
in the Partnership.

\.  Profect apd Parties Involved. {a) The “Projeet”, Xnown as Sunrise Park Apartments, will consist of 72
newly constructed apartment urits for rent 10 families. The Project will consist of muliple townhouse and
garden style buildings loeated in the County of PoYk, and State of Florida (spmetimes, the “Property™). Within
the Project 1i11% of the nuits will be occupied in eompliance with the low-income housing ex credit ("LIHTC™)
requirements of Section 42 of the Tntemal Revenue Cede,

)] The parties iuvolved with the Projeet are as follows:

(i) General Partners, The Manaying General Parmer will be Norster Sunrise Park [, Inc., an
afTiliate. of Norstar Development USA, LP and the General Parmer will be LWHA Sunrise
Park Phase |, LLC uwued 160°%4 by e Lake Wales Housing Authoriry.

(in Developers.  The developers will be Norstar Development USA, LP and LWHA
Devzlopinent, LLC.

{1ii) Gyaruntors, Subjeci fe RBCs review and approval of financial stalements, the
Guarantors are the General Parmers, developers, and any others required by RBC, on a
joint and several basis,

[

Company Credils. Auficipated Annval Tax Cradits: $998,400.

Attachment "A”



Sunrise Park Apartments
August 12, 2009
Trge 2

3. apital Cogtributions apd Ad ents. {a) RBC wil) fund its capijlal eontributions pursuani (o the
following schedufc based upon 4 purchase price of 30,65 for tolal tax eredit equity of 36,488,951,

Conditions Amount

i} 31.1% paid prior (o or simulianeous with the closiug 3 2017008
of the coustruction fiuancing.

i) 53.9% upen the later of (a) satisfaction of the § 3,498,600
fuuding conditions described in (i) above, (b) recgipt of

a preliminary cost certification prepared by a cerfified

public accountant, and (e) reeeipt of Cerificates of

Occupancy on all uuits.

i) 1 5% opon the later of (a) satisfaction of 1he funding § 973,343
corditons described in (ii) above, {b) achievemenl of 3
cousecutive months of a ).15 debt service coverage
ralio on all loreclosable deby, and () permanent foan

conversion, (d) achievement ol Qualificd Occupancy
and (e) aehievement ol 95% physical oecupancy.

§  6,488951

4, ax Benglits and Distributions.

(@) Tax Benefils- Tax profits, tax losses, and 1ax credits will be allocated 99.99% to dre Limited
Partner, .001% to the Special Limited Pariner and .009% to the General Partner

(b} Mel_Cash Flow Distributions. Distributions of act cash flow, as defiued in the Parmership
Apresment, but genemlly all cash receipls less cash expendimres (e.g., payment of debt service, property
management fee and assel management fee), will be made as follows:

(i) to the pariners in proportion 19 any so called "phantom income” tax liability incurred by
such pariners;

(ii) to (he Luniled Parmer, io make any payment of any Adjnstment Amount or payment of
LIHTC shorfall or reeaplure amouut not previously paid,

(1fi)  io the replenishment of the operating reserve in section 7 (a);
{iv) 10 the payment ol any unpaid developer [ee, until such tec has been paid in fall;
{v)  tothe payment of any debls owed 10 the Partnets and/or their affiliates;

(vi) 0% 1o the General Partner for the iucentive managemen; fee and the balance to the
Partners in accordance with their percentaee interests described in Paragraph %a).



Sunrise Park Apariments

August 12,2009
Page3

{x) Distributions_uypon Sale, Liquidatign or Refinancc. Net proceeds resulling from ary sale,

liquidation or refinance will be distributed as fallows:

(M

(i)

(i)

{iv}

(v

(v}

{(vi)

(i)

w paymenl in full of any Panpership debis exceplt those due lo Pertners and/or their
affiliates;

to the setting up of any required reserves for contingent liabilities or ebligations of the
Partnership;

to ibe Limited Pariner io make any payment of any Adjustment Amount or any payment
of LIHTC shortfall or recaplure amount not previously paid,

to the p2yment of any debts owed lo the General Partner or its affiliates including any
unpaid developer fee;

to the Special Limited Partner, 1% of such proceeds as a capifal ransaction admimistrative
fee;

16 the Limited Parmer for any cxcess of addinonal Capnal Contributions made by it;

to the [imited Partner in an amount equat to any projecied federal income tax incdrred as
a result of the fransaction giviug rise 10 such proceeds; and

the balance, $0% lo the General Partner, €.99%% 1o the Limitcd Partner and .01% 1o the
Special Limiled Partmer,

5. Geoersl Partger Obligatigny and Guarantees. In addilion 1o Paragraphs 5(b) and (d) and the items
described in the Partnership Agreement, the General Partner will be responsible for the following ftems. Any

amounts advanced by the General Partner will not be considered as Joans or Cepital Contributions reimbursable
or repaysble by the Pannership unless alberwise stated herein.

{a) Conskuction Camp_lclion, The General Patner will guarantee consirgclion oomplction in
accordance with approved pluns and jpecifieations and will pay fof any construction cosls, casls to
achieve permancni loan closing, and cosls necessary fo fund reserves required 1o be funded af or before
permauent {pan closing.

(b} Operaling Deficifs,

()

(i)

The General Partner Will guaranfes operating deficits to the Partnership until the Project
has achieved three consecutive months of operations fu whielt rental revenoes are equal 1o
or exceed the agpregale of operaling expenses, reserve requirements and debr service, lo
the extent then due and payable (together with a ratable portion of annual expeuses not yet
due and payable) (“Breakeven™);

Commenciug with Breakeven Operalions and continuing for @ period of threz years
thereafter, the General Pariner will guaraniee funding for operariug deficits of up to an
amount equal 4o § months of debt service, repayment of which will be evidenced hy an
nnsecured loan (o the Parmership with interest at the rate of 8% per ansum, o be repaid ou
of cash flow, refinancing, tale and liquidation proceeds &s provided in Paragraph & hereof,

() The amouut of acrual LIHTC will be detertnined pramptly fallowing receipl of cost eerificatian
from the aceountant and Form 860% [n the event that acwal LIHTC ere less than Projeeted LIHTC,
RBC’s cepital contributions will be reduced by an amount (the “Adjustment Amount™) equal 10 the
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6.

product of (i) $0.65 multiplied by (ii) the differeuce berween Projected LIHTC and Actual LIHTC. If the
Adjustmeut Amount exceeds the total of 8)l unfunded capital contributious, theu the Genere? Partuer will
make a payment 1o the Partnership equal to the amount of such excess, and the Partnership will
immediately distribute such amount 10 RBC as a retum of its capital contributiou, This payment will not
give rise to any right as a loan or Capital Contribution or result in eny mcrease in the Gencral Partner’s
capitai account.

(d) Tu addition 1o the Adjustment Amount, RBC's capital conmribution will be similarly reduced fu
the cvent that the actual amount of LIHTC the first calendar vear of 1ax credits is Icss than the amounts
projected. The amount {the “Late Delivery Adjustment™) of this reduction will equai the amount that the
Actual LIHTC for such year is less than the amountl projected miuus the presenl value of the Late
Delivery Adinstment nsing a 10% discount rate,

(e) LIHTC Shortfall or Recaplure Event. In additiou to the Adjustment Amonnl and Late Delivery
Adjustmeut, if the actual amount of LIHTC for any year is less than Projeeted LIHTC, the General
Parner will guarantee peyment (o the Limited Partner of an amount equal to the shorfall or recapture
amoun, plus related cosls and expenses inevrred by the Limited Partner,

(f) Repurchase. The General Partner will reparchase RBC’s interest upou the occurrence of certain
eveuls described iu the Partnership Agresmeut.

(g Guarantors. The Guaranlors will guaraniee the Geueral Parter’s obligations under Sections
3{a), (b} {c) and (Fy above. The Guaranlors wili maintain a net worth as required by RBC and agreed to
by the Geueral Partner aud provide RBC with annual finaneial statements evidencing compliance with the
net worth and liquidity requirements.

Debt Sources. As a condition lo funding our capilal contribution, the General Pariner will deliver the

loan eornmitments in the approximate amount deseribed in snbparagraphs (a) - (¢). The terms of these loans are
subject 1o RBC’s consent.

7.

(8) Housing Authority 1.0an. A nonreeourse loan in the amount of $1,800,000 with an hulerest rate
of 1% and repaid from avaijlable cash fiow.

(b} Deferred Develgper Fee, A deferred developer in the amount of $15,613 with an inlerest rate at
8% and repaid from available eash Now,

fc) Construgtion Loap. A construction loan in the ainount sufficient to complete construction of the
projecl.

Reserves.
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{a) Operating Reserves. An operating reserve in the amount equal 1o 6 months of operating expense
and debt service or as otherwise agreed on by the General Partner and Limifed partner that will be
establithed and maintained by the General Partner no later than RBC’'s final capital coutribution,
Withdrawals from the operating reserve will be subject 1o RBC's consent.

(a) Replacement Reserves. The Pannership will maimain a replacement reserve, and male
comribmions on an annnal basis eqnal 1o the greater of {i) $250 per unit and (ii) the amount required by
(he permanent lender. The amoval of the contribution will increase annually by 3%.

8. Fees and Compensation, The following fces will be peid by the Partmership for services rendered in
organizing, developing and mapaging the Partnership and the Project,

(a}  Developer Fee. The Developer will eamn a develeper fes of 1,675,112,

if the procecds from the Project budgel are nol sufficient 1o pay the developer fee, (he fee will be deferred with
interest at AFR per ansum and payable from net cash flow. Paymen! of the deferred fee will be subordinete 1o
ali other Partnersitip debt a5 well as aperating expense and reserve requirements, The General Pariner and the
Gmarantors will gnaraniee payment of any developer fee remaining unpaid afier 15 years from the dale of the
Partnership Agreentent.

(b [ncentve Management Fee. An jncentive mansgement fee wil) be pavable o the General
Pariner on an annual basis in an amount equal 1o %0% of net cash flow afier payment of the eins
described in Paragraph &b)(1)-{v).

(c) Propery Management Fee. The propenty management fee will not exceed 6.0% of gross rental
revenues. The lerms of the property management agreement are subject 10 the prior gpproval of RBC.

(d) Assct Management Fee. The Parmership will pay the Special Limited Pamper 2n annual asset
managemeni fez in an amount zqnal (o $5,000. The assct management fee will merease by 3% on an
annuial basis and will be pald guarierly commencing the first calendar quarler during the year in which the
Project ia placed in service.

0,  Cgnstruclion. The General Partuer will arrange for a Gxed or guaranteed maximum price conslbuction
contract in an amount not to exceed $8,050,000. The Contractor's oblipations will be secnred by paymeni and
performarice bonds in an ameunt not less than the amonnt of the construction contract. RBC, may, in ils sole
diserelion, engage a construction consultant 1o review plans and speeifications and evaluate the construction
progress by providing monthly reports to (be Parinership. The cost of the construction copsnltanr wit) be paid by
the Partnership.

10, Due Dilisence, Qpinigns apd Proiecliouns.

{2) The General Partmer will pay RBC a due diligence fec of $50,000 in addition 10 provide ell dne
diligence items sel forth on [is Dug Diligence Cheeklist, including but o1 imited 1o, fingncial scaterrents
for the Guarenlors, plans and specifications, a current appraisal, a cymrent market study, a Phase |
environmental reporl and title and snevey. The due diligence fee shall be deducied from RBC's First
Capital Cantribution.

{b) The (ieneral Pertmer's counsel will deliver to RBC a local law opinion satisfactory o RBC.
RBC’s counsel will prepare the 1ax opinion and the General Partner agrees 10 cooperate (o provide afl
necessary doeumentarion requested by RBC's counsel, Both the General Partner and its eounse! will
review the tax opinion prior 1o its issuanee.

() The projections 10 be attached 1o the Parnership Agreement and Lhat support the Tax Opinion
will be prepared by RBC based on projeciions provided by the General Partner. The projections will
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mclude development sources and vses, calevlation of eligible basis, operating and construetion period

cash flow analysis, 15-year operating projection, 30-year dchi amalysis and 15-vear capila) accoum

analysis,

i Ear(nersh!g C]osing_ Final Parl:nership closing will be contingent upon RBC's rwc,-:.‘,ei;:lt1 feyview and
appraval af all due diligence including the items sct forth ou its due diligence checklist previously defivered to
the General Partner as well es the following.

(a) Preparation and execution of RBC's standard Partmership Agreement and othcr fee agreements
comaining cuslomary representations aad warrunties, epvenants, consent rights, and indemnities, each on
terms aud conditions satsfactory 10 RBC.

(b RBCs satisfactory review of background and related financial reports on sueh members of the
developmeni eam as determined by RBC. The General Parner agrees fo seasonably cooperale with RBC
(inclnding Signing such consents as may be mecessary) in obtaining such reports,

{c) RBC’s agreement to acquire the LF Interest is based on cerlain assumptions formulaled using the
information contained in this letier, which you have provided lo us. We may update and adjust the terms
ot this {ecter to reflect changes in these assmptions and other information which becomes available 10 us
during our due diligence review, and for changes in law which oecur prior 1o enfering into the Partnesship
Apreement.

fd) RBC's agrcement (o acquire the LP lolerest an the pricing, lcrms and eonditions contzined in
his letter are further based on the asswinption that the Parinership closing will occor on or before fune 30,
2010. tn the event the closing does not oceur by the Anticipated Closing Date, RBC reserves the right to
modify this Jetier 10 be consisten with the prevailing market conditions.

(<) RBC's reccipt of a firw comnitinent from a third party inveslor 10 purchase fiom RBC the LP
Interest on terms and conditions satisfaciory 1o RBC in its sole diseretion.

Ex¢insive Pertog ggd Confidentiality.

{a) The Genera) Pariner agrees (o keep the terms and conditions consained in this letter coniidential
and not 10 disclose the (erms to any third party (other than atlomeys and acconnlants of the Parfaership)
without the express prior written approval of RBC.

(b} Conhdentiality. Notwithstanding the foregoing confidentiality provisions, the panies eonfirm
that there are no limilations on the disctosure of the tax treatment or 1ax structure of (the Proiect.

(e) Term of LQ). The serms and conditions of this letter of intent shall not expire prior o June 30,
2010.
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If the foregoing is in sceordance with your undentending of fhe tarms and conditions, pleass Indicate
yeuT acceptance oo the enelosed eopy ond retim il 1 the mdarsigned o RBC mey commencs and can somplote
jis due ditigeace review and take the steps mpamrds Parnenhp elosing a8 Seicribed in Pataereph 12,

Very taly yours,

| s ke

Wame: David 1. Urken
Titls: Viee Predent

The undetsigned approves and scespls the teems of tlia letter egresmen: and agrees to werk with RBC owards &
defintlive partnership agzeement,




2009 FHFC EXHIBIT 9
Principals of Applicant and Each Developer

APPLICANT
Sunrise Park Phase I, Ltd., a Florida limited partnership

» Managing General Partner
Norslar Sunrise Park 1, Inc., a Florida corporation {.0051%)

Officers

Gary Silver, President

Richard L. Higgins, Vice President
Neil Brown, Secretary

Directors

Neil Brown, Chairman
Gary Silver

Richard L. Higgins

Shareholders
Norstar Invesiment USA_ Inc.
Black Lacust, LLC

* (eneral Partner
LWHA Sunrise Park Phasc I, LLC, a Fiorida limited liability company (.0045%})

Sole Member
Lake Wales Housing Autherity, a public body corporate and politic organized under the laws of
the Suare of Florida

Officer Commissioners:
Albert Kirkland, Jr., Executive Director Booker Young, Chairman

Sadie Anderson, Vice Chair
Alberi Kirkland, Jr., Secretary
Deming Cowles

Rebecca Wynkoop-Seymour
Eddye Jean Rivers

¢ Initia] Limjted Partner
Lake Wales Housing Authority, a public body corporate and politic organized under

the laws of the State of Florida (99.59%)

Offcer Commissioners:

Albert Kirkland, Jr., Executive Director Booker Young, Chairman
Sadie Anderson, Vice Chair
Albert Kirkland, Jr., Secretary
Deming Cowles
Rebecca Wynkoop-Seymour
Eddye Jean Rivers

Attachment “B"



LEAD DEVELOPER
Norstar Development USA, LP, a Texas limited partnetship

¢ Managing General Partoer
Nordev, Inc., a Delaware corporation (1%)

Qfficers
Richard L. Higgins, President
Neil Brown, Treasurer

Directors
Neil Browr, Chainman
Gary B. Silver

Sole Sharehotder
Norstar USA, Lid.

« Limited Partner
Black Locust, LLC (20%)

Scle Member
Richard L. Higgins

¢ Limited Partner
Raphael Corporation (79%)

Offjcers
Gary B. Silver, President
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File # 2009.118C  Develonmen| Mame, Palr Lake Aparimenls

Scoring Summary Report
File #: 2008-118C Development Name: Palm Lake Apartments

[As OF Total Points | Met Threshold? | Ability to Proceed Tie- | Praximity Tie-
Breaker Points Breaker Points

12/03/2008 70.00 N 5.00 7.50

Preliminary 70.00 N 5.00 7.50

NOPSE 70.00 N 5.00 7.50

Final 70.00 N 5,00 7.50

Final-Ranking

Scores:

Item# | Partl Section|{ Subsection |Description Available Pgints Prelimlnary | NOPSE | Final | Final Ranking
Construction Features & Amenities

18 I B 23 New Construction 9.00 0.00 0.00 0.00 B

18 [} B 2b Rehabilitation/Substantial Rehabilitation 9.00 9.00 9.00 9.00

25 H B 2.c All Developments Except SRO 12.00 12.00 12.00] 12.00

25 Il B 2.d SRO Developments 12.00 0.00 0.0G 0.00

35 W B 2.e Energy Conservation Fealures 9.00 9.00 9.00 9,00

45 HI B 3 Green Building 5.00 5.00 5.00 5.00
Sel-Aside Commilment

58 i E 1.b.{2) Special Needs Households 4.00 4.00 4.00 4.00

BS I E 1.0.43) Total Set-Aside Commitment 3.00 3.00 3.00 3.00

7S L E 3 AHordability Period 5.00 5.00 5.00 5.00
Resider! Programs

8S Ui F 1 Programs for Non-Elderly & Nan-Homeless 6.00 6.0C 6.00 6.00

85 ]l F 2 Programs for Homeless (SRO & Non-SRO) 6.00 0.00 0.00 0.00

BS 1l F 3 Programs for Eldedy 6.00 0.00 0.00 0.00

98 lil F 4 Programs for All Applicants 8.00 8.00 8.00 8.00
Local Govemment Contributions

los v Ja | [Cortributions [ 5.00) s00]  s.00]  5.00] |
Local Govemment Incentives

l1is v |8 | [Incentives ] 4.00] a00l 400 400 ]

1of5 . 12/2/2009 9:58:49 AM
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Threshold(s) Failed:

| - Created as | Rescinded as
ltem # | Part! Section| Subsection Description Reason(s) Rasult of Result of

1T Vv A 2 Designalion The Applicant selected the Preservation Designation and Preliminary
pravided a letter from the Miami-Dade Public Housing
Agency at Exhibit 52 thal includes the required
information. However, because the 2009 Universal
Application Instructions specifically require that the letter
be from HUD or RD, the Applicant does not qualify jor the
Preservation Designation.

2T fl B 3 General Contractor The General Contractor or qualifying agent of General Preliminary
Contractor Prior Experience Chart does not reflect two (2)
completed housing developments of similar development
category (rehabilitation) and development type (mid-rise),
at least one of which consists of a total number of units no
less than 50 percent of the total number of units in the
proposed development.

aT il C p Site Control To demonstrate site control, the Applicant provided a Preliminary
Purchase and Sale Agreement. The Agreement is
contingent upon the approval of the Seller's general and
imited partners (Partner Consent - see sections 6.3 and
7.2{pb) of the Agreement); however, no evidence of such
approval was provided. The approval of the Agreement
by Seller's partners (or the lack of such approval) goes to
the issue of the agreement foermation. Absent wiritten
evidence that the conlingency requiring the approval of
the Seller's pariners has been satisfied, the Applicant has
fafled to demonstrate site control.

4T 1 C 5 Environmental Site The Development Location on the Verificalion of Preliminary
Assessment Environmental Safety-Phase | Site Assessment form
{2615 Northwest 115th Street) is inconsistent with the
Development Location listed at Part JILA.2.a, of the
Application (2575 NW 115th Street).

5T [l C 3a Availahility of Electricity] The Florida Power & Light letter provided to demonstrate Prelimmary
availability of electricity is unsigned and does not
demonstrate availability for the entire Development site.

2olb 12/2/2009 9:58;49 AM



hem #

Part

f
Section

Subsection

Description

Reason(s)

Created as
Result of

Rescinded as
Result of

BT

2

HC Equity

Per page 74 of the 2009 Universal Application
Instructions, the percentage of credits being purchased
must be equal to or less than the percentage of
ownership interest held by the limited partner or member.
The Applicant stated at Exhibit @ of the Application that
the limited partner's interest in the Applicant entity is
99.98%. However, the equity commitment at Exhibit 55
states that 99.99% of the HC allocation is being
purchased. Because of this inconsistency, the HC equity
cannot be considered a source of financing.

Preliminary

T

HC Equity

AtPart II.LA.2.a. and Exhitit 9 of the Application, the
Applicant's name is stated as 'Palm Lake Preservation,
LP'. However, on the equity commitment, (Exhibit 55),
the Applicant is stated as 'Palm Lake LP'. Because of this
inconsistency, the equity commitment cannot be counted
as a source of financing.

Preliminary

8T

HC Equity

The equity commitment does not contain a statement that
“the commitment does not expire before December 31,
2009," as required on page 74 of the 2009 Universal
Application Instructions. Therefore, the HC equity was
not considered a source of financing.

Preliminary

aT

HC Equity

The Applicant provided an equity commitment letter from
WNC & Associates, Inc. The commitment does not
contain the language “paid prior to or simultaneous with
the closing of construction financing” as required by
pages 74 of the 2009 Universal Application Instructions.
Therefore, the equity commitment cannot be counted as a
source of financing.

Freliminary

10T

Non-Carperation
Funding

The Applicant submitted a permanent loan commitment
from Oak Grove Capital. Page 71 of the 2009 Universal
Appiication Instructions states “If the commitment is not
from a regulated Financial Institution in the business of
making toans or a govemmental entity, evidence of ability
to fund must be provided.” The loan does not appear to
be from a regulated Financial institution and no evidence
of ability to fund was pravided with the loan commitment.
Therefore, the permanent loan commiiment was not
considered a source of financing.

Preliminary

Jol5
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Created as | Rescinded as
ltemm # | Part| Section: Subsection Description Reason(s) Result of Result of
"T \% D ' 1 Non-Corporation At Part [ILA.2.a. and Exhibit 9 of the Application, the Preliminary
Funding Applicant's name is stated as 'Palm Lake Preservation,
LP. However, on the loan commitment letter from Oak
Grove Capital {(Exhibit 58}, the Applicant is stated as
'Related Apartment Preservation, LLC'. Therefore, the
loan commitment cannot be counted as a source of
financing.
12T v B Construction/Rehab.  |The Application has a construction financing shortfall of Preliminary
Analysis $26,494 069.
13T vV B Permanent Analysis The Application has a2 permanent financing shortfall of Preliminary
$28,065,920,
Ability To Proceed Tie-Breaker Points:

Avallable Final
ftem # | Part} Section| Subsection |Description Points Preliminary | NOPSE | Final | Ranking
1A (i C 1 Site Plan/Plat Approval 1.00 1.00 1.00] 1.00
2A il C 3.a Availability of Electricity 1.00 0.00 0.60] 0.00
3A 11 C 3.b Availability of Water 1.00 1.00 1.00] 1.00
4A 1] C 3.c Avallability of Sewer 1.00 1.00 1.00] 1.00
5A 1] C 3d Availability of Roads 1.00 1.00 1.00f 1.00
BA 1 C 4 Appropriately Zoned 1.00 1.00 1.00 1.00
Reason(s) for Failure to Achieve Selected Ability To Proceed Tie-Breaker Points:

Item # |Reason(s) Crested As Result | Rescinded As Result
2A The Application is not eligible for 4 Ability to Proceed Tie-Breaker Point for availability of Preliminary
electricity. See Item 5T above.




Proximity Tie-Breaker Points:

Financial Beneficiary of the Applicant or the Developer is
listed on the October 1, 2009 Past Due Report as being in
arrears to the Caorporation in connection with the following
Development(s): Villas of Capri. The October 1, 2009
Past Due Report is posted to the FHFC Websile at
http:#iwww floridahousing.arg/Home/PropertyOwnersMan
agers/PastDueReports.htm. Either the arrearage was
satisfied or a2 work-out agreement was finalized prior to

issuance of the NOPSE Scoring Summary.

Available Final |
Item # | Part| Section; Subsection |Description Points Preliminary | NOPSE | Final | Ranking
1P i A 10.b.(2) (a} |Grocery Store 1.25 1.25 1.25] 1.25
2P i A 10.b.(2) (b) |Public School 1.25 1.25 125 1.25
3P 11 A 10.b.(2) {c}) |Medical Facility 1.25 0.00 0.001 0.00
4P " A 10.b.(2) (d) |Pharmacy 1.25 0.00 0,001 0.00
5P tl A 10.b.(2} (&) |Public Bus Stop or Metro-Rail Stop 1.25 1.25 125 125
6P In A 10.¢ Proximity to Development on FHFC Development 3.75 3.75 3751 375
Proximity List
7P 1 A 10.a involvement of a PHA 7.50 G.00 0D.00] 0.00
Additional Application Comments:
Item # Part |Section | Subsection Description Comment(s) Created as | Rescinded as
Result of Result of
1C il A 10 Proximity The Applicant qualified faor 3.75 automatic proximity points| Preliminary
at 6P,
2C Financial Arrears The Applicant or Developer or Principal, Affiliate or NOPSE

50l5
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RBC Tax Credit Equity Growp
1549 Ringling Blvd., 3" Fioor
Sarasota, FL 34236

August 11, 2009

Mr. Alan F. Scott
Magnolia Gardens |, Lid.
5309 Transportation Blvd.
Cleveland, Ohio 44125

Re: Magnolia Gardens
Hernando County, Florida

Dear Mr. Scott:

Thank you for providing us the opportunity to submit a proposal on Magnolia Gardens in Hernando
County, Florida. This lefter serves as our mutual understanding of the business terms regarding our best efforts
acquisition of limited partnership interests in a to-be-formed limited partnership (the “Parnership™). RBC Tax
Credit Equity, L.L.C., or an assignee (the “Limited Partner”) will acquire a 99.99% limited partnership interest,
and RBC Tax Manager I, Inc. (the “Special Limited Partner”, and somefimes cellectively with the Limited
Partner, “RBC™) will acquire 3 .0}% special limited partnership interest (collectively, the “LP Interest™) in the
Partnership.

1.  Project sugd Parties lovolved. (a) The “Project”, known as Magnolia Gardens, will consist of 60 newly
constructed apartment units for rent Lo elderly. The Project will consist of a single three-stary building located in
the County of Hernando, 2nd State of Florida (sometimes, the “Property’”). Within the Project 100% of the units
will be occupied in compliance with Lhe low-income housing tax credit (“LIHTC™) requirements of Section 42
of the Internal Revenue Code,

(b) The parties involved wilh Lhe Project are as follows:

(i) General Pargners. The General Pariners will be NRP Magnolia Gardens LLC and
HCHA-Magnoha LLC.

(i} Developer. The developer will be NRP Florida Development, LLC.

(i) Guarantors. Subject to RBC's review and approval of financial statements, the
Guarantors are the General Partners, developers, and any others required by RBC, on a
joint and several basts.

2. Company Credits. Anticipated Annyal Tax Credits: 51,069,218,

Attachment “D"



Magnolia Gardens
August 11, 2009
Page 2

3. Capital Cootributions and Adjusiments. (a) RBC will fund its capital contributions pursuent lo the
following schedule based upon a purchase price of $0.675 for total tax credit equity of $7,216,500.

Conditions Amount

1) 25% prior to or simultaneous with the closing of the $ 1,804,125
construction financing.

i) 25% upon achievement of (a) 50% construction $ 1,804,125
completion.

iii) 25% upon the Tater of (a) satisfaction of the funding $ 1,804,125
condifions described in {ii) ebove, (b) receipt of a final

cost cenification prepared by a certified public

accountant, and (¢) receipt of the fival Certificales of

QOccupancy on al! units.

iv) 25% upon the later ot () satisfaction of the funding $ 1,804,125
conditions described in (iil) above, (b) achievemen! of

3 conse¢utive months of a 1.15 debt service coverage

ratio on all foreclosable debt, end (¢} permanent loan

conversion, (d) achievement of Qualified Occupancy

and (e) echievement of 95% physical occupancy.

s 7,216,500

q. Tax Benefits and Distributions.

(a) Tax Benefits. Tax profits, tax losses, and tax credits will be allocated 99.99% to the Limited
Partner, .001% Lo the Special Limited Partner and .009% lo the General Partner

() Net Cash Flow Distributions. Distribunions of net cash {low, as defined in the Partnership
Agreement, bt penerally all cash receipts Jess cash expenditures (e.g., payment of debl service, property
manapement fee and asset management fee), will be made as follows:

(i} o the parmers in proportion to any so called "phantom income™ tax lability incurred by
such parmers;

(i)  to the Limited Partner, to make any payment of any Adjustment Amount or payment of
LIHTC shortfall or recapture amount nol previously paid;

(iii) to the replenishment of the operating reserve m seclion 7 (a);
(iv) to the payment of any unpaid developer fee, until such fee has been patd in full;
(v) 10 the payment of any debts owed to the Partners and/or their affiliates;

(vi) 90% to the General Partner for the incentive management fee and the balance (o the
Partners in accordance with their percentage inferests described in Paragraph 9(a).



Magnolia Gardens
August 11,2009
Page 3

(c) Distributions upon Sale. Liguidation or Refinance. Net proceeds resulling from any sale,
liquidation or refinance will be distribuled as follows:

(i)

(i)

i)

{iv}

(v}

(vi)
{wii)

{viil)

i payment in Full of any Partnership debts except those due to Partners endor their
afhliales;

1o the setting up of any required reserves for conlingent liabilities or obligations of the
Parmership;

to the Limited Partner 1o make uny payment of any Adjustment Amount or any payment
of LIHTC shortfall or recapture amount uot previously paid,

to the payment of any debts owed to the General Partner or its affiliates including any
unpaid developer fee;

to the Speeial Limited Partner, 1% of such proceeds es a eapital transaction administrative
fee;

to the Limited Partner for any excess or additional Capital Contributions made by it;

to the Lunited Partner in an amount equal to any projecied federal income tax incwred as
a result of the transaetion giving rise to such proceeds; and

the balance, 90% to the General Partner, 9.99% rto the Limited Partner and .01%: to (he
Special Limited Partner,

5. Genersl Partner Qbligations snd Guaraniees. In addition to Paragraphs 5(b}) and (d) and the items
described in the Parnership Agreement, the General Partner will be responsible for (he following ilems. Any
amounts advaneed by the General Partner will not be eonsidered as loans or Capital Contributions reimbursable
or repayable by the Partnership unless otherwise stated herein.

(@) Construction Completion. The General Partner will guarantee construction completion in
accordance with epproved plans and specifications and will pay for any construction cosis, costs to
achieve permanen! loan closmg, and cosls neecssary 1o fund resecves required to be funded at or before
permanent loan closing.

(b) Operating Defiejls.

(i}

(i)

The General Parmer will guarantee operating deficita to the Parmership until the Project
has achieved three consecutive months of pperations in which rental revenues are equal ©
or excced the aggregale of operating expenses, reserve requiremenls and debt service, to
the extent then due and payable (together with a ratable portion of annual expenses not yel
due and payable) (“Breakeven™);

Commencing with Breakeven Opoations and conmtinuing for a period of three years
thereafier, the General Partner will guarantee funding for operating defieits of up o an
amouni equzl (0 6 months of debt service, repayment of which will be evidenced by an
unsecured [oan o the Partnership with interest at the rate of 8% per annum, (o be repaid out
of cash flow, refinancing, sale and liquidation proceeds as provided in Pasagraph 9 hereof.

(c) The amount of actua} LIHTC will be determined promptly following receipt of eost certificanon
from the accountant and Form 8609, In the event that actual LIHTC are less than Projected LIHTC,
RBC’s capital contributions will be reduced by an amount {the “Adjusttnent Amount™) equal Io the
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6.

product of (i} $0.675 multiplied by (ii) the difference berween Prajected LIHTC and Actual LIHTC. If the
Adjustment Amouns exceeds the total of all unfunded capital contributions, then the General Partner will
make a peyment to the Partnership equal to the amount of such excess, and thc Partnership will
immediately distribute such amount to RBC as a return of its capital coniribution, This payment will not
give rise to any right as a joan or Capital Contribution or result in any increase in the General Partner’s
capital accoum,

(d) In addition ro the Adjustment Amount, RBC’s capital contribution will be similarly reduced in
the event that the actual amount of LIHTC the first calendar year of tax credits is less than the amounts
projected, The amount (the “Late Delivery Adjustment™) of this reduction will equal the amount that the
Actual LEHTC for such year is less than the amount shown in Paragraph 3 minus the present value of the
Late Delivery Adjustment using a 10% diseounit rate.

{(e) LIHTC Shortfall or Recapture Event. In addition to the Adjusiment Amount and Lare Deiivery
Adjustment, if the actual amount of LTHTC for any year is less than Projected LIHTC, the General
Parmer will guarantee payment to the Limited Partner of an amount equal to the shortfall or recapture
amount, plus related costs end expenses incurred by the Limited Partner.

() Repurchase, The General Partner will repurchase RBC's interest upon the occurrence of certain
events described in the Partnership Agreement.

{e) Guamantors. The Guaraniors will guarantee all of the General Partner’s obligations. The
Guarantors will maintain & net worth as required by RBC and agreed to by the General Parmer and
provide RBC with annual financial statements evidencing compliance with the net worth and liquidity
requirements.

Debt Sources. As a condition to fundmg our eapital contribution, the General Partner will deliver the

loan commitments in the approximate amount described in subparagraphs (a) - (b). The terms of these loans are
subject 10 RBC's consent.

(2) Pcrmanent Loan. A permanent loan i the amount of $990,000 with an amortization of 360
months, a 1B-year term, and a fixed interest rate of 9.32%.

(b) Construction Loan. A construction loan in an amount {o complete construetion of the project.

Reserves.

{a) Operating Reserves. An operating reserve in the amount equal to 6 months of operating expense
and debt service or as otherwise agreed on by the General Partner and Limited partner that will be
established and maintained by the General Partner no leter than RBC’s fina! espital contribution.
Withdrawals from the operating reserve will be subject to RBC’s consent.

{a) Replacement Reserves. The Partnership will mamtain 8 replacemen! reserve, and make
conlributions on an annual basis ¢qual to the greater of (i} 5300 per unil and {ii) the amount required by
the permancnt lender. The amount of the conmibution will inerease anrually by 3%.

Fees and Compensation. The following fees will be paid by the Pactnership for services rendered in

organizing, developing and managing the Partnership and the Project

(a} Developer Fee. The Developer will earn a developer fee of $1,375,053.
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If the proceeds from the Project budgel are nol sufficient to pey the developer fee, the fee will be deferred with
interest at AFR per annum and payable from net cash flow. Payment of the deferred fee will be subordinate to
all other Partnership debt as well as operating expense and reserve requirements. The General Partner and the
Guarantors will guaraniec payment of any developer fee remaining unpaid after 15 years from the date of the
Parmership Agreement

(b} incentive Management Fge. An incentive management fee will be payable to the General Partner
on an annual basis in an amount equal Lo 90% of net cash flow after payment of the items described in
Paragraph 9(b)}i)}-(iv).

(©) Property Management Fee. The property management fee will not exceed 6.09% of gross rental
revenues. The tenns of the propeny management agreemenl are subject to the prior approval of RBC.

(d) Asset Management Fee. The Partnership will pay the Special Limited Partner an anrual asset
management fee in an amount equal to $10,000. The asset management fee will increase by 1% on an
annual basis end will be paid quarterly commencing the first calendar quarier during the year in whieh the
Project is placed in service.

9. Construction. The General Partner wilt arrange for a fixed or gpuzrantéed maximom price construction
contract in an amopunt not to exeeed $6,[20,022. The Contractor’s ohligations will be seaured by payment and
perfonmance bands in an amount not less than the amount of the construction contrac. RBC, may, in ils sole
discretion, engage a construction consultant to review plans and specifications and evaluate the comstruetion
progress by providing monthly reports to the Partmership. The cosl of the construction consultant will be paid by
the Partership.

10.  Due Diligenee, Opimions and Projections,

{(a) The General Partner will pay RBC a duc diligence fee of 550,000 in addition o provide all due
diligence items set forth on its Due Diligence Checklisi, including but net limited to, finencial statements
for the Guaranlors, plans and specifications, a current appeaisal, a eurrenl market study, a Phase |
environmental report and title and survey.

(b) The Genernl Partner's counsel will deliver 1o RBC a local law opinion satisfactory to RBC.
RBC’s counsel will preperc the tax opinion and the General Partner agrees to cooperatc to provide all
necessary documentation requested by RBC's counsel. Both the General Partner and its counsel will
review the x opinion prior to its issuance.

) The projections 10 be attached to the Partmership Agreement and that support the Tax Opinion
will be prepared by RBC based on projections provided hy the General Partner. The projections will
include developmen! sources and uses, calculation of eligible basis, operating and construction period
cash flow analysis, 1S-year opermting projection, 30-year debt analysis and 15-year capital account
analysis.

11. Partoership Closing. Final Partnership closing will be continpent upon RBC’s reeeipt, review and
approval of &ll due ditigence including the items set forth on its duc diligence checklist previously delivered o
the Generu! Partner as well as the following:

(@) Preparation and execution of RBC’s standard Partrership Agreement and other fee agreements
containing cuslomary rcpresentations and warranties, covenants, consent rights, and indemnities, each on
terms and conditions salisfactory to RBC.
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(b) RB(’s satisfactory review of background and rejated fmancial reports on such members of the
developmen! team as determined by RBC. The General Partner agrees to reasonsbly coaperate with RBC
{including signing such consents as may be nccessary) in obtaining such reports.

{c) RBC’s agreement Lo acquire the LP Intcrest is based on certain assurnptions formuleted using the
information conizained in this letter, which you have provided to vs. We may update and edjust the terrns
of this letter to reflect changes in these assumptions and other information which becomes available to us
during our due diligence review, and for changes in law which occur prior ta entening into the Partnership
Apreetnent.

(d) RBC’s agreement to asquire the LP Interest on the pricing, terms and conditions contained in
this Jetter are further based on the assumption that the Parmership closing will occur on or before June 30,
2010, In the event the closing does not occur by the Anticipated Clesing Date, RBC reserves the right to
modify this letser 1o be consistent with the prevailing market conditions.

(e) RBC's roceipt of a firm commitment from a third party investor to purchase from RBC the LP
Inkerest on lerms and conditions satisfactory to RBC in its sole discretion.

Exclusive Period aud Confidentiality.

(a) Confidentiality. Notwithstanding the foregoing confidentiality provisions, the parties confirm
that there are no limilations on the disclosure of the tax treatment or tax structure of the Project,

)] Term of LOI. The lerms and conditions of this letter of intent shall remain effective unti) June
30,2010,
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If the foregoing is in accordance with your wnderstanding of the terms and conditions, please indicate
your acceptance o the enclosed copy and return it to the undersigned so RBC may commence and can contpleie
its due diligence review and take the sieps 1osvards Partnership closing as described in Paragraph 12,

Very (ruly yours,

Cxlaﬂ th—
By:

MName: David 1. Urban

Title: Vice President

The undersigred approves and accepts the rerms of this letter agreement aud agrees to work with RBC lowmrds a
definitive parlnership agreement.

Magnolia Gardens 1, L.

By: NRP Magnoliz Gardens, LLC its managing
general parlaer

[]}-t' P f . jlf‘f -"‘g‘:‘
Alan F, Scont

lts: Managing Member

Datc: -/




Exhibit 9

Applicant/Owner: Magnolia Gardens I, Ltd., a Florida limited partnership

0030% Co-General Partner - NRP Magnolia Gardens LLC, a Florida limited liability company

Members

Alan F. Scott

1. David Heller

T. Richard Bailey. Jr.
Timothy M. Morgan

Managers
Alan F. Scou

J. David Heller
T. Richard Bailey, JIr.
Timothy M. Morgan

Ownership Percentage
25%

25%
25%
25%

.0070% Co-General Partner - HCHA -Magnolia, L1.C, 2 Florida limived Liability company

100% Sole Member - Hernando County Housing Authorty

Board of Comumissioncrs
Beth Garman

Rose Atkins

Paul Sullivan

Michacl Bunmann

Office

Chairperson

1" Vice Chairperson
2" Vice Chairperson
Commissioner

99,99% Limited Partner — Jonesboro Investments Corp., an Ohio corporatiou®

Namc
Timothy M. Morgan

Timothy M. Morgan

QOffice
President

Sale Director

100% Shareholder — Timothy M. Morgan

Lead Developer: NRP Florida Development LL.C, a2 Florida limited liability company
Member

Alan F. Scou

J. David Heller

T. Richard Bailey, Jr.

Timothy M. Morgan

Managers
Alan F, Scou

J. David Heller
T. Richard Bailey, Ir.
Timothy M. Morgan
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Co-Developer: Hernando County Housing Authority

Board of Commissioners Office

Beth Garman Chairperson

Rose Atkins 1" Vice Chairperson
Paul Sullivan 2" Vice Chairperson
Michael Burmann Commissioner

*Jonesboro Investments Corp. will be replaced as the Applicant’s limited partner upon syndication,
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RBL Tax Credit Equity Group
1549 Ringling Bivd,, 3" Floos
Sarasota, FL 34236

August 14, 2009

Mr. Jorge Aguime

Ficcrne Development Corporation
247 N. Westmonte Drive
Altamente Springs, FL. 32714

Re: Laurel Villas Aportments
Deland, Fiorida

Dear M1, Aguime:

Thank yow for providing us the opportunity to submit a ieticr of intent on Laurel Villas Apariments in
Deland, Volusia County, Florida. This letter serves as our mutual understanding of the business terms
tegarding our best efforts acquisition of limited partnership interests In Laurel Villas Associates, LLC, a limited
partnership (the “Partnership™). RBC Tax Credit Equity, L.L.C., or an assignee (the “Limited Partner”) will
acquire a 99 9% limited parmership interest, zod RBC Tax Manager 11, Inc. (the “Speciel Limited Partner”, and
sometimes collectively with the Limited Partner, “RBC™) will acquire & .001% special limited partnership
interest (collectively, the “LP Inlercst™} it the Partnership.

1. Project and Parties Involved. (a) The “Project”, known as Laure! Villas Apartments, will consist of 120
newly construeled apartrnent units for rent to families. The Project will consist of muliiple buildings located i
thc County of Volusia, and State of Florida (sometimes, the “Property™). Within the Project 100% of the vnits
will be cecupied in cotnpliance with the low-income housing ax credit (“LIHTC™) requirements of Section 42
of the Internat Revenue Code.

(b) The parties involved with the Project are as follows:
() General Partner, The General Partrer is Picerne Lanrel Villes, LLC.

{il} Co-Developer. The developer is Piceme Affordable Deve lopment, LL.C.

{Eii} Guarentors. Subjeci 10 RBC's review end approval of financial slat¢éments, the
Guorantors are the General Pariner, developer, and any others required by RBC, on a joint
and several basis.

2 Company Credits. Auticipaled Annual Tax Credits: $1,510,000.
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3. Capital Contributions and Adjustments, (a) RBC will fund is capilal contributions pursuant fo the
following schedule based upon a purchase priee of $0.65 of 99.99% of the aggregale lax credits for tota] tax
credit equity of $9,814,018.

Conditions Amount

1) 35% prior to or simuitanecus wilh the elosing of the § 2,944,205
closing ol the construction financing.

i) 35% upon achievement of (3) 50% construction 3 2,944 205
campletion.

1i1) 20% wpon the later of (a) satisfaction of the funding % 3,434,906
conditions described in (ii) above, (b) receipt of a final

cost cedification prepared by a certified public

aceauntant, (¢) receipt of the final Cenilicates of

Occupancy on all unils.

Iv) 10% upon the later of (a) satisfaclion of the [unding 490,702
conditions described in (iil) above, (b) permanent loan
conversion, (c) achievement of Qualified Occupancy,
{d) achievement of 95% physical occupancy and (&)

achievemenl of 2 conseculive months of a 1.15 debi
service coveraps ratio on all foreclosable debi.

h 3 9,514,018

4. Tax Bene(its and Distributious.

(a) Tax Benefits. Tax profits, tax losscs, and tax credits will be altocaled 99.99% to the Limited
Partner, .001% to the Special Limited Pantner and .009% to the General Parmers

(b} Met Cash Flow Distributions. Distributions of net ecash flow, as defined in the Parlnership
Agreement, bur generally all eash receipts less cash expenditures (e.g., payment of debt service, property

management fee and assel managemenl fee), will be made as follows:

(iy  to the pariners in proponion 1o any sp called "phantom incame” tax liability incurred by
such parners;

(ii)  to the Limited Particr, to make any pavment of any Adjustmenl Amounl or payment of
LIHTC shortfall or recaptire amount not previously paid,

(iii) tothe replenishmeni of Ihe operaling reserve in seclion 7 (a);
(iv) Lo the payment of any unpaid developer fee, until such fee has becn paid in full;
(v} 1o the payment of any debts owed Lo Lhe Pariners andfor their affiliates;

(viy 90% to the General Partners for Lhe ineentive management fee and the balance 1o the
Partmers in accordance with their percentage interests described in Paragraph 9(a).
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(e) Distributions upon Sale, Liguidation of Refinance. Net proceeds resulting from any sale,

liquidaiian or refinanee will be disiributed as follows:

(i) 1o payment in full of any Partnership debts except those due to Partners and/or their
affiliates;

(ii) 1o the setting up of any required reserves for contingent liabilities or obligations of the
Pasmership;

{iii) 1o the Limited Partner to make any peymen! of any Adjnstment Amount or any payment
of LIHTC shortfall or recapture amaunt not previously paid;

{iv) 1o the payment of any debts owed to the Genera! Partners or ils affiliates including any
unpaid developer fee;

{(v)  tothe Spetial Limited Partner, [% of such proceeds as a eapiltal fransaction administrative
fee;

{vi) tothe Limiled Partner for any excess or additional Capital Contribntions made by it;

(vii) tothe Limited Parner in an amount egnal to any projeeted federal ingome tax ineurred as
a result of the transaetion giving rise Lo sueh proeceds; and

{viil) the balance, 90% to the General Partners, $.99% (o the Limited Partner and .01% 1o the
Special Limited Pariper.

5. Ceneral Pyciner Obligations and Guarapiees. [n addition 1o Paragraphs 5(b) and {d) and the items
described in the Partnership Agreement, the General Partner will be responsible for the following items. Any
amonnts advaneed by the General Partner will not be considered as loans or Capital Contributions reimbursable
or repayable by the Parinership unless otherwise staled herein,

(a) Consiruction Completion. The General Partner will guaramiee consiyruction completion in
accordance with approved plans and specifications and will pay for any construction costs, costs to
achieve permanenl loan closing, 2nd costs necessary lo fund reserves required 10 be funded at or before
petmanent Joan closing.

(b} Operating Defigits.

(i) The General Partner will guarantee operating deficits 10 the Partnership until the Projeet
has achieved three consecutive months of operations in which renta) revenues are equal to
or exceed the aggregace of opcrating expenses, reserve reqniremnents and debt service, to
the exienl lhen due and payable (together with a ratable portion of annual expenses nat yet
due and payable) {"Breakeven™),

(it} Commencing wilth Breakeven Operations and continuing for a period af three years
thereafler, the General Partner will guaraniee funding for operating deficits of up to an
amouni equal to & monlhs of debl service, repayment of which will be evidenced by an
unsecured loan 10 the Partnership with interest at the rate of % per annum, to be repaid out
of cash flow, refinaneing, sale and liquidation praceeds as provided in Paragraph 9 hervol.

{c) The amount of astual LTHTC will be determined promptly following reeejpt of cost certification
from the aceountant and Form EB603. In the event that actual LIHTC are less than Projected LIHTC,
RBC's capiial contributions will be reduced by an amount (the “Adjustment Amount”) eqnal to the
produer of (i) $0.65 multiplied by (ii) the difference hetween Projected LIHTC and Actval LIHTC. If the
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6.

Adjustment Amounl exceads the rotal of all vnfunded capital contributions, then the Genera) Partner will
make a paymenl to the Partnership equal to the amocunt of such excess, and the Perinership will
immediately distribute such amount to RBC as a return of ils capital centribution. This payment will not
give rise to any right as a loan or Capiral Contribution or result in amy inerease in the General Partner’s
eapital account

(d) In addition 10 the Adjustment Amount, RBC’s capital contribulion will be similarly reduced in
the event that the actual amount of LIHTC the first calendar year of tax eredits is iess than the emounts
projected. The emaumt (the “Late Delivery Adjustment™} of this reduction will equal the amount that the
Actual LIHTC for such year is less than the amoun! shown in Paragraph 3 minus the present value of the
Laie Delivery Adjustment using a 1 0% disconiK rate.

(e} LIHTC Shgnfall oc Recapture Eveutl. 1o addition to the Adjustment Amoum and Late Delivery
Adjustment, if the actual amount of LIHTC for any year is less than Projeeted LIHTC, the General
Partner will guarantee paymeut to the Limited Partner of an amount equal to the shenfall or recapture
amount, plus related costs and expenses inciured by the Limited Panner.

(f Repurchase. The General Parmer will repurchase RAC's interest upon the oceurrence of certain
events described in the Parirership Agreement,

(®) Guarantors, The Guarantors will guarantee all of the General Partner’s obligations. The
Guarantors will maintain a net worth as required by RBC and agreed te by the General Partner and
provide RBC with annual financial slatements evidencing compliance with the net worlh and liquidiry
requiremens.

DDebt Spurces. As a condition to fuuding our capital eontribuijou, the General Partaer will deliver the

loan commitmenls desenbed in subparagraplis (a) - (d). The terms of these loans are subject to RBC's consent.

8.

{ay Permanent Loap. A permanent loan in the amauut of $2,441,000 with an amornlization of 360
Inonths, a 13-year term, and a fixed interest rate of 9.6%.

{b} Recovery Act Loan. A uonrecourse loan in the amount of $4,643,512, with an interest rate
acceprable to bolh RRC and the General Partier and repaid from mvaitable eash fow.

(ch Construction Lean. A eonsitiction loan in an amount fo eomplete construction of the projeet.

Reserves.

{2) Rent Up Reserves. A operaling reserve in the amount equal to 6 months of operaiting expense
end debt service or as otherwise agreed on by (he General Partner and Limited partuer thar will be
established and maintained by the General Partner no later thap RBC's final eapital contribution.
Withdrawals from the operating reserve will be subject to RBC's eonsenl,

{a) Replacement Reserves. The Parnership will maintsin a replacemment reserve, and make

contributions ou an annnal basis equal to the preater of (i) $250 per unit and (ii) the zmount required by
the permaneut lender, The amount of the contribution will inerease ennually by 3%.

Fees and Compensation. The following fees will be paid by the Partuership for services rendered in

organizing, developing and managing the Partnership and the Project.

(a)  Developer Fee. The Developer will earn a developer (ec of $2,458 476,

[f the proeeeds from the Projeet budget are nol sniTicient to pay the doveloper [ee, the fee will be deferred with
iuteresc at AFR per aunum and payable fiom nel cash (low. Paymient of Lhe deferred fee will be subordinale 1o
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all other Partnership debt as well as operating expense and reserve requirements. The General Parmer and the
Guaraniors will guarantee payment of any developer fee remaining unpaid after 135 years from the date of the
Partnership Agreemenl.

(b) Incentive Management Fee. An incentive management fee will be payable to the General
Partner on an annual basis in an amount equal lo 90% of net cash flow afier payment of the ilems
described in Paragraph S(bXi}{iv).

(<) Property Management Fee, The property management fee will not exceed 5.0% of gross rental
revennes. The terms of the property management agreement are subject to the prior approval of RBC.

{d) Asset Manapement Fee, The Partnership will pay e Special Limited Partner an annual assei
management fee in an amouni equal to $10,000, The asset management fee will increase by 3% on an
annual basis and will be paid quarterly comumnencing the first calendar quarter during the year in which the
Project is placed in service.

9. Construction. The General Pastner will ammange for a fixed or gnaranteed maximum price construction
contract in an amount not to exeeed $12,338,946, The Contractor's obligations will be secured by payment and
performanee bonds in an amount not Jess than the amount of the construction contract. RBC, may, in ity sole
discreiion, tngage a construction consulant to review plans and specifications and evaluare the construction
progress by providing manthly reparts ta the Partnership. The cost of the censtruciion consuliant wil] be paid by
the Partaership.

10.  Puc Diligence, Opjnions and Projections.

(a) The General Partner will pay RBC a due diligence fee of £50,000 in addition to provide al) due
diligence items set forth on its Due Diligence Checklist, including but not limited to, financial statements
for the Guarantors, plans and specifications, a currern appraisal, a current market study, a Phase 1
environmental report and title and survey. The due diligence fee shall be deducted from RBC’s First
Capital Contribution.

(b)Y The General Partner’s counsel will deliver 1o RBC a local law gpinion satisfactory lo RBC.
RBC's counsel, Applegate & Tlhome-Thomscn, will prepare the tax opinion and the General Partner
agrees (0 cooperale o provide all necessary documeniation requesied by RBC's counsel. Both the
General Partner and its connsel will review the tax opinion prior 1o its issuance.

(<) The projeclions to be aitached to the Partnership Agreement and that support the Tax Opinion
will be prepared by RBC based on projections provided by the General Parmer. The projections will
include deyelopment sonrces and uses, calenlation of eligible basis, operating and construction period
cash flow analysis, 15-year operating projection, 30-yeur debt analysis and |5-ycar capital acconnt
analysis.

1t Parmership Closing. Final Partnership closing will be contlingent upen RBC's receipt, review and
approval of all due diligence including the ilems set forth an its due diligence checklist previously delivered 1o
the General Pariner as well as the Rollowing:

{a) Preparation and executign of RBC’s standard Partnership Agreement and other fee agreements
containing customary rcpresentations and warranties, covenants, coascnt rights, and indemnities, each on
terms and conditions satisfaclery 0 RBC.

{b) RBC’s salisfactory review of background and related financial reporls en such members of the
development team as determined by RBC. The Genezal Pariner agrees 1o reasonably cooperale with RBC
(including signing such consents as may be necessary) in obtaining soch reports,
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(c) RBC’s agreement 1o acquire the LP Intarest is based on certain assumplions forraulared using the
information contained in this letter, which you have provided 10 us, We may update and adjust the terms
of this letter to refiect changes in these assumptions and other information which becomes available to us
during our due difigence review, 2nd for ehanges in law which occur prior to entering into the Partnership

Apreement,

(d) RBC’s agreement (o aequire the LP Inlerest on the pricing, terms acd condiions contained in
this letter are further based on the assumplion that the Partnership elosing will ocour oo or before June 30,
2010. In the event the closing does not occur by the Antieipated Clasing Date, RBC reserves the right to
modify this letier to be consistent with the prevailing market conditions.

(e} RBC's receipl of a fiym cammitment from a third party investor to purchase frem RBC the LP
Intcrest on terms and conditions satisfactory to RBC in its sole discretion.

Exclusive Period agd Copfidentiality.
@) The General Partner agrees 0 keep the terms and conditions eontained in this letier confidential
and not 10 disclose the terms to any third party {other than attomeys and accountants of the Parinership)
without the express prior writien approval of RBC.

{h Coufidentiality. Notwithsranding the foregoing confidentiality provisions, the parties confirm
that thece are no limitations on the disclosure of the tax treatment or tax structure of the Projecl.

{c) Term of LOI. This letter of intent shall not expire pricr to December 31, 2009,
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If the foregoing 15 in accordance with your understandiog of the lerms and conditions, please indicate
your acceptance on the enclosed copy and return it to the undersigned so RBC may comumence and can complete
its due diligence review and take the steps Wwwards Partnership closing as described in Paragraph 12,

Yery truly yours,

Bz@v&gwf—

Name: David J. Urban
Title: Yice President

The undersigned approves and accepts the tems of this letter agreement and agrees 1o wark with RBC towards a
definitive parmership agreement.

General Partner
By:
Its: Roboere tA. A Car e | i‘"\’bm‘zfjc,(
Date: _\\ [ 2 [O% '




As of August 19, 2009

Applieant:  Laurel Villas Associates, LLC

General Partners - Total 0.01%

0.0051%:  Picerne Laurel Villas, LLC, a Florida limited liability company
Manager and Sole Member: Robert M. Pieerne

There are no offieers, direetors, shareholders, warranl and/or oplion
holders.

0.0049%: Del.and LVI, Inc., a Flonda for profit corporation
Sole Shareholder: Del.and Housing Authonty

Officers & Directors:

Linda A. MeDonnell, PEHM C.E.O. / Executive Director/Secretary
H. Vann Rhodes, Chairman

Janette M. Forner, Vice Chairman

Richard Lynn

Ruth Stanley

Trude Cole-Hill

The DeLand Housing Authority is a municipal hausing authanty pursuant
to Chapter 421, Florida Statutes. There are no shareholders, members
and/or option holders.

Ofticers & Direetors:

Linda A. McDonnell, PHM C.E.Q. / Executive Director/Seceretary
H. Vann Rhodes, Chairman

Janette M. Fortner, Vice Chairman

Richard Lynn

Ruth Stanley

Trude Cole-Hill

DcLand LV], [nc. is an affiliate/instrumentality of the Del.and Housing Authority.
Initial Limited Partner (prior to syndication) — Total 99.99%.:

99.99%: DeLand Housing Authority
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Co-Developers:

Picerne Affordable Development, LLC, a Florida for profit limited liability
corporation

Managing Member: Robert M. Picemne

Members:

John G. Piceme
Raymond M. Uritescu
David R. Piceme
Robert M. Picemne

There are no other officers, directors, shareholders, warrant and/or
option hoiders.

DeLand Housing Autbority

The DeLand Housing Authority is a municipal housing authoeity
pursuant to Chapter 421, Flonida Statutcs. There are no
shareholders, members and/or option holders.

Officers & Directors:

Linda A. McDonnell, PHM C.E.Q./ Exeeutive Director/Secretary
H. Vanp Rhodes, Chairman

Janette M. Fortner, Vice Chairman

Richard Lynn

Ruth Stanley

Trude Cole-Hill
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RBC Tax Credll Equity Group

1549 Ringling Blvd., 3 Floor
Sarasota, FL 14236

August 7, 2009

Mr. Richard Higgins

President

Narstar Development USA, LP
200 Soulh Diwvisian Sireet
Buffalo, NY 12207

Re:r Renaissonce Preserve Phose i1
Ft. Myers, Floridg

Dear Rick:

Thank you for providing us the opportunity (o submit a proposal on Renaissance Preserve Phase 1l in Ft.
Myers, Lee County, Florida. This letler serves as our mutual understanding of the business terms regarding our
best efforts soquisition of Hnited partnership interests in Renaissance Preserve [I1, LLLP. {the “Partnership™).
RBC Tax Credit Equity, L.L.C., or an assignee (the “Limited Partner™) will aegoire a 99.99% limiled partnership
interesl, and RBC Tax Manager 1[, Inc. (the “Special Limited Parluer”, and soinetimes colleclively with the
Limited Partner, “RBC”) will acqnire s .0} % spesial limited partnership interest (collectively, the “LP Interest™)
in the Partnership.

1. Proje¢t and Partieg Involved. (a) The “Praject”, known at Renaissance Preserve Phate ). will consist of
B8 newly construgted apartmient units far rent 1o families, The Project will copsist of multiple rywnhouse and
garden style buildings located in the County of Lee, and State of Florida (scimetimes, the “Property™). Within
the Projeec 100% of the units will be occupied in compliance with the low-income housing tax credit (“LIHTC™)
reguirements of Seciion 42 of he Tuternal Revenne Code.

{b) The parties involved with the Project are as follows:

(i) Cenera| Partners, The Managing General Partner will be Norstar Renaiszance Preserve
Family 11, Tac, an affitiale of Norstar Deveiopment USA, LP, and the General Partner will
be Renajssance Preserve 11[, LLC owned 100 by the Housing Authonty of the Ciry of
Ft. Myers.

{i3) Developers. The developers will be Norstar Decvelopment USA, LP and Renaissance
Preserve Developers, LLC,

{iil) Guarantors. Subjeet to RBC's review and approval of financia! siwalements, the

Cinarantors are the General Parmers, developers, and any olhers required by RBC, an a
joint and several basis.

2. Company Credits. Anticipated Annual Tax Credijis: $1,510,000.

Attachment "H"
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i Capitsi Contributions and Adjustments. {a} RBC will fund its capital contributions pursuant 10 the
following schedule based upon a purchase price of 30.65 for total tax eredit equity of $9,814,019,

Condilions Amount

{) 20% paid priof to or simultaneous with the closiagof § 1,962,804
construction financing.

ii) 65% upon the later of () saricfaction of the funding § 6,379,112
conditions described in (T) abowe, (b) receipt of a

preliinary cost certification prepared by 2 certifizd

public accountant, and {c} receipt of Certificates of

QOoccupency on all units,

iii) 15% upon the later of (a} satisfaction of the funding $ 1,472,103
condirions described in (ii) above, (b) achicveinznt of 3

consecutive months of a 1.}5 debt servicc coverage

ratio on all forecloszble debt, and (t) permanent loan

cenversion, {d) achievement of Qualified Qccupancy

and (e} achievamnent of 95% physieal occupancy.

$ 9,814,019

4. Tax Benefits and Distributions.

{a) Tax_Bengfity. Tax profits, tax losses, and tax credits will be rllocated 99.99% to the Limited
Parmer, .001% to the Spegial Limited Partner and .009% 1o the General Partner

b Net Cash Flow_Distributions. Distributions of net cash flow, as dcfined in the Partnership
Agreemgent, but generally all cash receipls less cash expenditures (e.g., payment of debl service, property
managerent fec and asset management fee), will be made as follows:

{{) w0 the partners in proportion to any so called "phantom income" tax lisbility incurred by
such partners,

(i) 1o the Limited Partner, to makc any payméni of any Adjustmacnt Amount or payment of
LTHTC shortfall or recaphure amount not previously paid;

(iii) w0 the replenishment of the operating reserve in section 7 (a);
(iv]  tothe payment of any unpaid developer fee, until such fee has been paid in full;
{v) tothe payment of any debts owed to the Partners and/or their affiliates;

(vi) 90% 1o the General Partner for the incentive managerment fee and the balance to the
Partners in accordance with their percentage terests described in Parggraph 9(a).
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{c) Digtributions upop Sele, Ljguidation or Refinaneg. Net proceeds resvltivg from any sale,
liguidation or refinance wilf be distributed as follows:

)

(it}

(iii)

(iv)

(v
{vit)

(viii)

to payment in full of any Partnership debts except those due to Partpers and/or their
afTiliates;

10 the setting up of any required reserves for confingent labilities or sbligations of the
Partnership;

to the Limited Partner to make any payment of any Adjustment Amount or any payment
of LIATC shortfall or recapture amount not previously paid;

to the payment of any debts owed to the Geaeral Parmer or its affiliates including any
unpaid developer fee;

lo the Special Limited Partner, 1% of such proceeds as a capital transaction administrative
fee;

1o the Limited Partner for any excess or additione! Capital Contributions made by if;

to the Limiled Partner in an arnount equal to any projected federal income tax incwrred as
a result of the transaciion giving rise to such preceeds; and

the balance, 90% Lo the General Partner, 3.99% 1o the Limited Partner and .01% to the
Special Limited Partner.

5. General Partner Qbligations snd Guarantees, In addition ra Paragraphs 3(b) and (d) and the items

described in the Partnership Agreement, the General Partner will be responsible for the following items. Any
amounts advanced by the General Partner will not be considered as loans or Capital Contributions reimbursable
or repayable by the Partnership unless otherwise stated hergin,

{a) Cons

tuction Completion. The General Partner will guarantze construction completion in

eccordance with approved plans and specifications and will pay for any eonstruction costs, ¢osls 10
achieve permanenl [oan ¢losing, and eosts neeessary fo fund reserves required to be funded at or before
permanent lean elosing.

by Operating Defieits.

)

(ii)

The General Partper will guarantee operating deficits to the Panmership until the Project
has achieved three consccutive months of operations in which rental revenues are equal to
or exceed the aggregate of opemting capenses, reserve requirements and deht serviee, to
the extent then due and payable (together with a ratable portion of a2nnual expenses not yet
due and payable) {“Breakeven”),

Commencing with Breakeven Operations snd continuing for a period of three years
thereafier, the General Parmer wili guaraniee funding for operating deficits of up 1o an
amount equal to & months of debt service, repayment of whieh will be evidenced by an
unsecurcd loan 1o the Partnership with interest at the rate nf % per annum, to be repaid out
of cash flow, refipancing, sale and liquidation proceeds as provided i Paragraph & hereof,

() The amount of actual LTHTC will be determined promptly following receipt of cost eertification
from the accountant apd Forra 8609. In the ¢vent that actual LINTC are less than Projecied LIRTC,

RBCs capital

contributions will be rednced by an amourt (the “Adjystment Amount™) equal to the
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&,

product of {{} $0.65 multiplied by (if) the difference between Prajecied LTHTC end Actual LIHTC. Jf the
Adjusiment Amounl exceeds the total of all unfinded capital contributions, then the General Partmar wiil
meke 3 payment to the Parmership equal 1o the amount of such excess, and the Parmership will
immediately distribute tuch amount to RBC as & return of ity capital contribution. This payment aill nat
give rise to any right as a loan or Capital Contribution or resull in any increase in the General Parmer’s
capital account.

(d) In addition to the Adjustment Amount, RBC's capifa) contribution will be similarly reduced in
the event that the actual amount of LIHTC the first calendar year of tax credits is less thag the amounts
projecied. The amoust (the “Late Delivery Adjnstment™ of (his reduction will equel the emount that the
Actual LIHTC for such yecar is lesa than the amouat projected mimus the present value of the Late
Delivery Adjustmernt using a 10% discount rate.

{e} LIBTC $ho of Recapture Evegl [n addition to the Adjustment Amount and Lale Deiivery
Adjustent, if the actual amount of LIHTC for any year is less than Projected LTHTC, the General
Partner will guarantee payment 1o the Limited Parner of an amouni equal to the shortfell or recagtwe
amount, plus related costs and expenses incurred by the Limited Partuer.

(f) Repurchase. The General Parter will repurchase RBC's interest upon the aceurrence of certain
everts described in the Partnership Agreemeal

{2) Guarantors. The Guerantors will guarantee the General Partner’s obligations under Secticus
£{a), {b) (¢) and (f} abave. The Cuarantors will maintaio a net worth as required by RBC znd agreed 10
by the General Partner and provide RBC with annua) financial statements evidencing compliance with the
net worlh 2nd liquidity reqnirements,

Debt Sources. As a condition to funding our capital contribulion, the General Partner will deliver the

lean commirments in the approximate amount described In subparagraphs (2} - (b). The larms of these Joans are
subject o RBC's comsent,

7.

(4) Housing Auwshopity f.0an. A nonrecourse loan in 1he amount of $1,57 5,000 with an inlerest rate
of 8% and repaid from availabl¢ cash flow,

(h) Deferred Develaper Fee. A deferrad develaper in the emount of $3,33] with an interest rate at
9% and repaid from available cash flow.

() Construcdon Loan. A construction !oan in the ameunt sufficient to complete construction of thie
projest.

Reservey.
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7. Reserves.

{a) Qperating Resepves. An operating reserve in the amount equal to 6 months of operating expense
and debt service or as olherwise agreed on by the General Pariner and Limited partnec that will be
eswablished and maintained by the General Partmer no later then RBC's final capital contribution.
Withdrawals from the operating reserve will be subject to RBC’s consent,

(a) Replacement Resepves. The Partnership will maintain a replacement reserve, and make
contrihations on an annual basis equal to the preater of (i) $230 per unit and {ii} the emount required by
the permanent lender. The amount of the contribution will increase anpually by 3%.

8.  Fees and Compensation. The following lces will be paid by the Partnership for services rendered in
oTganiziog, developing and managing the Partmership and the Project.

{(a)  Developer Fee, The Developer will earn a developer fee 0of $1,960,210.

If the proceeds from the Project budget are not sutficient 10 pay the developer fee, the fee will be deferred with
interest at AFR per annum and payable from ner cash tlow. Payment of the deferred fee will be subordinate to
all other Partnership debt as weli as operating expense and reserve Tequirements, The General Partner and the
Guaraptors wiil gherantee payment of any developer fee remaining unpaid after 1S years from the date of the
Parinership Agreernent.

{b) Incentive Managernent Fee. An ineentive nanagernent fee will be payable 10 the General
Partner on an annual basis in an amount equal to 90% of nect cash flow afler pavment of the items

described in Paragraph 4{bXi)-(v).

(©) Property Manggement Fee. The properry management fee wil) not exceed 6.0% of gross rental
revenues. The terms of the property management agreement are subject to the prior approval of RBC,

(d) Asset Management Fee. The Partnership will pay the Special Limited Partner an annual asset
management fee In an amount equa! to $5,000. The asset management fee will increase hy 1% on an
annual basis and will be paid quarterly commenuing the first calendar quarter during the year in which the
Project is placed in service.

9. Construction. The General Partner will arange for a {lxed or guaranteed maximum price construction
coutract in an amount not to exceed $10,937,290. The Contractor’s obligations will be secwed by payment and
performance bouds in an amounmt not less ikan the amownt of the copstruction contract. RBC, may, in its sole
discretion, engage a coustruclion consultant i review plans and specifications and evalnate the construcron
progress by providiug monthly reports to the Partership. The cost of the construction consnltant will be paid by
the Partnership.

10.  Due Diligenc inions and Projections.

(3} The General Partner wili pay RBC a dne diligence fee of 530,000 in addition to provide all due
diligence items set forth on its Due Diligenee Checklist, including but not limited 1o, financial statements
for the Guarantors, plans and specifications, a current appraisal, a cument market study, 2 Phase [
environmenta) report and fitle and survey. The due diligence fee shal) be dedustad friom RBC's First
Capital Confribution,

1)) The Genera) Parmer's counsel will defiver to RBC a Jocal law opinion satisfactory 1o RBC.
RBC's counscl will prepere the tax opinion and the General Partner agrees to cooperate 10 provide all
necessary docwmentation requested by REC's counsel. Both the General Pariner and its coursel will
teview the tax opinion prier (o its issuznce.
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(©) The projections to be aftached ta the Partnership Agreement and that support the Tax Opinion
will be prepased by RBC baged on projections provided by the General Partner. The projections will
inelude development sonrces and uses, calcufation af eligible basis, opersting and construction period
cash Dow analysis, 15-year operating projection, 30-year debt analysis and 15-year espital account
aaalysis.

1). Partaership_Closing. Final Partnership elosing will be contingent upon RBC's receipt, review and
approval of all due diligence mcluding the items szt forib on its due diligenee cheeklist previonsly delivered o
the General Partner as well as the following:

(2) Preparation and execution of RBC*s standard Partnership Agicement and other fec agreements
containing slSOmMAry Tepresentations and warranties, cavelants, consent rights, and indemnities, azeh on
1erme and conditions sansfaciory \n RBC,

B) RBC"s salisfactory review of backgraund and related financipl repavts on such members of the
development team as determined by RBC. The Genersl Partner agrees to reasonably cocperate with RBC
{including signing such conseals as may be neeessary) in obtaining such reports.

{c) RBC’s agreement 1o asquire the LP Interest is based on certain asswaptions formulated using the
information contained in thiy letier, which you have provided 1o us. We may update and adjust the werms
of 1his tetter o reflect changes in these assumptions and other information whieh becomes available 1o us
during our due diligenice review, and for changes in law which occur prior to entering into the Partnership
Agreement,

(d) RBC’s agresment to acquire the LP Interest on the pricing, terms and conditions contained in
this Jetter are further based on the assumption that the Parmership closmg will occur on or before Juoe 30,
2010. inthe event the closing does not occur by the anticipated Closing Date, RBC reserves the right to
modify this lefter 1o be eonsistent with the prevailing masket canditions.

(&) RBC's receipt of a finn commitment from a third party mvestor 1o purchase from RBC the LP
Interesi on terms and conditions satisfactory to RBL in its sole discretion

Exglucive Period and Cogfidentialicy.

@ The General Pariner agrees to keep the terms and conditions contained in this leter confidential
and not 1p disclose the terms o any thid party (other than atiorneys and actountants of the Parinership)
without the expyress prior written approval af RBC.

() Confidentiality. Motwithstanding the foregoing confidentiality provisions, the parties confirm
that there are no limitations on the disclosure of the tax treatment or tax structurs of the Praject.

{c) Term of LOT  The ferms and conditions of this letizr of intent shall not expire prior 1o Tupe 30,
2010.
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If the foregoing is in accordance with your understanding of the terms and conditions, please indicate
your acceptance on the ¢nclosed copy and return it 6 the uudersigned 0 RBC may comumentce and can complete
its duc diligence review and take the steps towards Partership closing s described in Paragraph 12.

Very truly yours,

e

Name: David J, Urban
Tite: Vies Precident

The urdersigned approves and accepts the terms of this letter agreement and agrees to work with RBC rowardi a

definitive partnesship agrecment
i St
Js:
Date éu:\)mﬁ’ f(j 205?




. EXHIBIT 9
Principals of Applicant and Each Developer

APPLICANT:
Renaissance Preserve III, LLLP, a Florida limited liability limited partnership

» Managing General Partner:
Norstar Renaissance Preserve Family II, Inc., a Florida corporation (.0051%)

Officers; Directors:

President Gary Silver Chairman Neil Brown

Vice President Richard L. Higgins Member Gary Silver
Secretary Neil Brown Member Richard L. Higgins
Sharehclders:

Norstar [nvestment USA, Inc.
Black Locust, LLC

. ¢ General Partner: .
Renaissance Preserve I1I, LLC, a Florida limited liability company (.0049%)
Sole Member: Housing Authority of the City of Fort Myers, a public
body corporate and politic organized under the laws of
the State of Florida

¢ Initial Limited Partner:
Housing Authority of the City of Fort Myers, a public body corporate and politic
organized under the laws of the State of Florida {99.99%)

Officers: Commissioners:
Marcus D. Goodson, Executive Direclor Lemuel A, Teal, Chalrman
Sherri Campanale, Direetor of Housing Mgmt William H. Barnwell
Vicki L. Collins, Director of Finance Peter Routsis-Arroyo
Vivian Watkins, Resident Services/FSS Direetor Joseph P. D' Alessandro
Marcia Davis, HOPE VI Director/Real E. Bruee Strayhorn

Estate Director Douglas Hogg

1

Attachment “I”



. LEAD DEVEILOPER:
Norstar Development USA, LP, a Texas limited partnership

¢ Managing General Partner
Nordev, Inc., a Delaware corporation (1%)

Officers
Richard L. Higgins, President
Neil Brown, Treasurer

Directors
Neil Brown, Chairman
Gary B. Silver

Sole Shareholder
Norstar USA Ltd

¢ Limited Partner
Black Locust, LLC (20%)

Sole Member
Richard L. Higgins

o Limited Partner
. Raphael Corporation (79%)

Officers
Gary B. Silver, President

Directors
Neil Brown, Chairman

Shareholders
Gary B, Silver
Neil Brown



' CO-DEVELOPER:
Renaissance Preserve Developers, LLC, a Florida limited liability company

e Sole Member:  Housing Authority of the City of Fort Myers, a public body
eorporate and politic organized under the laws of the State

of Florida

Officers: Commissioners:
Marcus D, Goodson, Executive Director Lemuel A. Teal, Chairman
Sherri Campanale, Director of Housing Mgmt William H. Barnwell
Vicki L. Collins, Director of Finance Peter Routsis-Arroyo
Vivian Watkins, Resident Services/FSS Director Joseph P, D’ Alessapdro
Marcia Davis, HOPE VI Director/Real Estate E. Bruce Sirayhom

Development Director Douglas Hogg,
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RBC Tax Credit Equity Group
1549 Ringling Blvd., 3™ Floor
Sarasota, FL 34236

August 12, 2009

Mr. Richard Higgins

President

Norstar Development USA, LP
200 South Division Street
BulTale, NY 13207

Re: The Verandas of Punta Gorda
Punta Gorda, Florida

Dear Hick:

Thank you for providing us the opportunity to submit a proposal on The Yerandas of Punta Gorda in
Charlotte County, Florida This letler serves as our mutual understanding of the business tenms regardiug our
hesr efforts acquisition of limited partnership inlerests in The Yerandas of Funia Gorda, LLLP (the
“Parmership™. RBC Tax Credit Equiry, L.L.C., or an assignee (the “Limited Partner™) will acquire a 99.95%
limited pannership interest, and RBC Tax Manager 1, Inc. (the “Special Limited Pariner”, and sometimes
eollectively with the Limited Partner, “RBCT will acquire a Q1% speeial limited partmership interesi
{coHectively, the “LP Interest”) in the Parnership.

1.  Project apd Parties [nvolved. {a) The “Project”, known as The Verandas of Punta Gorda, will consist of
490 newly construcled apanment unis for rent 10 seniors. The Project will consist a single three-story building
located in the County of Charlotie, and State of Florida (sometimes, the “Property™). Within the Project 100%
of the units wil! be occupied in compliance with the low-income honsing tax credit (“LIHTC") requirements of
Section 42 of the [nternal Revenue Code.

(b) The parties involved with the Projeet are as follows:

£Y] General Partners. The Managing General Partner will be Norstar Yerandahs, Inc,, an
afTiljate of Norstar Developmest USA, LP and the Genergl Partner will be an entity
owned 100% by the Punta Gorda Housing Authority (“PGHA™),

{ii} Developers. The developers will be Norstar Development USA, LP and un entity owned
100% by PGHA.

(iii) Guarapiors, Subject to RBC's review and approval of ifinancial sigtements, the
Guarantors are (he Generzl Partners, devclopers, and any others required by #BC, on a
joinl end several basis.

2. Company Credits. Anticipated Anrnal Tax Credils: $1,]33,036.

Attachment “J"
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3. Capits} Contributions and Adjusiments. (a} RBC will fund its capital contributions pursnant to ihe
following schedule based upon a purchase price of $0.65 for tolal lax credit equiry of $6,960,374.

Conditicns Amouit
iy 18.74% paid prior to or simullanecus wilh the § 1,304,328

closing of the construction firancing.

ii) 66,26% upon the laler of (a) salisfaction of the § 4,611,990
funding conditions described in (i) above, {b) receipl of

a preliminary cost certification prepared by a cenified

public accountant, and (¢) receipt of Centificates of

Crocupancy on all units.

i1i} 15% upon the later of {a) satisfachon of the funding 3 1.044,0356
canditions described in (ii) above, (b) achievement of 3

consecutive months of a 1.15 debt service coverage

ratio on all foreclosable debt, and (¢} permancat loan

conversion, {d) achievement of Qualified Occupancy

and {e) achievement of 95% physical occupancy.

s 6,960,374

4. Tax Benelits and Distributiops.

(a} Tax Benefits, Tax profits, lax losses, and tax credits will be allocated 99.99% to the Limiled
Partuer, .001% to the Special Limited Partmer and ,009% (o the General Panner

{6} Net Cash Flow Distribuiions. Distributions of net cash flow, as defined m the Parmership
Agreemenl, hut generally all cash receipts less cash expeuditurcs (e.g., payment of debl service, property
management fee and asset managemoent fee), will be made es follows:

(i) 1o she partucss in proportion to any su valled "phantom income” 1ax liability incurred by
such partners;

(i) 10 the Limited Parmer, o make any payment of any Adjusmment Amount or payment of
LIHTC shortfall or recapture amount not previcusly paid,

{iii) 1o the replenishment of the operating reserve in sectian 7 {a):
(iv) lothe payment of any unpaid developer fee, nntif such fee has been paid in full;
(v) tothe paymenl of any debls owed to the Partners and/or their affiliates;

(vi} 90% to the Genenal Parlaer for the incentive management fee and the balance 1o the
Partners in aecordance with their percentage interests deseribed in Paragraph 9(a).
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(<) Distributions upon Sale, Liguidation or Refinance. Net proceeds resultiug from any sale,
liquidation or refinance will be distributed as follows:

X

(1)

(1ii)

(iv)

(¥)

{vi)
{vii}

10 paymeni in full of any Parmership debts except those due to Partters and/or their
afliliates;

to the seiting up of any required resesves for contingem liabilities or obligations of the
Parinership;

to the Limiled Partner (o make any payment of any Adjusimem Amount or any payment
of LIHTC shortfall or recapfure amount not previously paid;

to the paymeut of any dcbts owed to the General Partnes or its afhliates including any
unpaid developer fee;

to the Special Limiled Partoer, 1% of such proceeds as a capital ransaction adminisirative

tee,
1o the Limited Partner for any excess or additional Capital Centributions made by it;

to the Limiied Partoer in an amnount equal Lo any projected federal iucome tax incurred as
@ resull of 1he Lransaction giving rise to such proceeds; and

(viii} the balange, %0% to the Generai Paplner, 9.99% to thc Limitcd Partner and .01% to the

Special Limited Pariner.

5. Geperal Pariner Oblfgations and Guaraptecs. in addition 1o Paragraphs 5(b) and (d) and the ilems

described m the Partnership Agreement, the General Partner will be responsible for the following ttems. Any
amounts agvanced oy the General Partrer wilf not be considered as foans or Capital Contributions reimburszble
o1 repayabie by 1he Partnership unless otherwise stated herein.

(a) Copstruetion_Completion. The General Partner will guarantee construclion completion in
accordance with approved plans and specifiestions and will pay for any construction costs, costs to
seliieye permanent loan closing, and costs necessary (o fund reserves required to be funded al or before
permanent loau closing.

{5 Operating Deficiss.

(D

(i)

The General Partner will guaranice operating deficits 1o the Partnership until the Projeet
has achieved 1hree consecutive months of operations in which rental revenues are equal Lo
or excced the aggregate of operating exponses, reserve requirements and debl service, 10
the extent then due and payabic (together with a ratable portion of annual expenses not yet
due and payablej (“Breakeven™);

Commencing with Breakeven Operations and continuing for a period of three years
thereafter, the General Partper will guaranlee fundiug for operating deficits of np 1o an
amount eqnal lo 6 months of debl service, repayment of which will be evidenced by an
unsecured joan to the Partnership with inlerest at (he rate of 8% per annum, to be repaid ont
of cash {low, refinancing, sale and liquidation proceeds as provided in Paragraph 9 bereof,

{c} The amonnt of actval LIHTC wil) be determined promptly following receipt ol cost certification
from Lhe accountant and Form 8609, In the evenl that sctual LIHTC are less than Projected LIHTC,
RBC’s capilal coutributions will be reduced by an anonnt (the “Adjustment Amount™) equal to the
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praduct of (i) $0.65 multiplied by (ii) the difference between Projected LIHTC and Actual LTHTC. If the
Adjustmen! Amount exceeds the otal of ell unfunded capital contributions, then the General Partuer wili
tnake a payment to the Parmership equal 1o the amounl ol sueh excess, and the Partnership will
immediately distribute such amount to RBC as a retumn of its capital contribution. This payment will nol
give risc to any ripht as a loan or Capital Coniribution or resull in any inerease in the General Parner’s
capital account.

(d) In addition to the Adjustment Amount, RBC’s capilal eontribution will be similarly reduced in
the event Ihat the actual amount of LIHTC the first calendar year ol tax credity is less than the amounts
projecied. The amount (the “Late Delivery Adjustment™) of lhis reduction will equal the amount that the
Acmal LIHTC for such year is lese than the ayyounr projecied minus the present value of the Late
Deljvery Adjustmeni using a 10% discount rate,

fe) LIHTC Shortisll or Recanture Event. [n addition o the Adjustment Amnunt and Late Delivery
Adjustment, i’ the actyal amount of LIHTC for any year is less than Projected LIHTC, the General
Parmer will guaraniee payment to lhe Limiled Parmer of an amount equa! 1o the shortfall or recapture
amount. plus related costs ard expenses incurred by the Limited Partner.

(3] Repurchase. The General Partner will repurchase RBC's inerest upon the occunence of certain
evenls described in the Partnesship Agresment.

(g) Guarantprs, The Guarantors will gnarantee (he General Partner’s obligations under Sections
5(s), (b) {¢) and (fj above. The Guareniors will maintain a net worth as required by RBL and agreed to
by the Gencral Pamier and provide RBC with anunal financial statements evidencing vompliance with the
net warth and liquidity requirements.

6. Debi Sources. As a eondition to funding our capital contribution, the General Partner will deliver the
loan commitments ir the approximate amount described in subparagraphs (a) - (¢). The terms of these loans are
subject to RBC’s consent.

{a) PGHA Laan. A noarecourse loan in the amount of %1,000,000 with an interesi rate of 0% and
repaid fTom available cash flow.

(b Local I.08n. A nonrecourse Joan in the amouns of 375 000 with an imterest rate of 0% and repaid
from available cash flow.

i) Deferreqd Developer Fee. A deferred developer in the amount of $1,351 with art imerest maie at
8% and repaid from available cach flow.

() Cogstriprgn Loan. A consruction 1oan in the amount snfficient (o coinplele construciion of the
project.
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. Reserves.

{a) Optraling Reserves. An operating rescrve in the amount equal to 6 months of operating expense
and debl service or es otherwise agreed on by the Gengral Partner and Limited parmer thal will be
established and maintained by the General Partner no leter than RBC’s fina! capial contribution,
Withdrawals fram Lhe aperating reserve will be subject 1o RBC's eoasent.

{a) Replacement Reserves. The Purtnership will meintain a replacement reserve, and make
coniributions on an ennual basis equa! 1o Lhe grealer af {i) $250 per unit and (ii) the amount required by
the permenent lender. The amount of the contribution will increase annually by 3%.

8.  Fees and Compensation. The {ollowing fees will be paid by the Partnership for services rendered in
organizing, developing and managing the Partnership and the Projeet,

ia) Developer Fee. The Developer will earn a developer fee 0f 51,456,531,

11 1be proceeds from Lhe Projeel budget are not sufficient lo pay (he developer fee, the fee will be deferred with
interest a1 AFR per annum and payable from net cash flow, Paymeut of the deferred fee will be subordinate to
edl other Partmership debl as well as operaling expense and reserve requicements, The Geucral Parmer and 1he
Guarantors will guarantee payment of any developer fee remaining unpaid afier 15 years fram the date of the
Fartnership Agreement.

(b} Incentive Management Fee. An incentive menagemenl fee will be payahle 10 the General
Partngr on an annual basis in an amount ¢qual 1o 90% of nel cash flow afier peyment of the ilems
deseribed in Paragraph 4{b){i)-(v).

{c} Praperty Management Fee. The property management fee will not exceed 6.0% of gross rental
revenues. The tlerms of the property management agreement are subjes (o the prior approval of RBC.

{d) Asset Manapement Fee. The Parlnership will pay the Special Limited Partner an armual asset
managemcm fee in an amount ¢qual to 35,000, The asset management fee will increase by 3% on an
annnal basis and will be paid quanerly commencing the first ealendar quarter during 1he year in which the
Projecy {5 placed in service.

¥.  Constructjon, The General Pariner wifl arrange for & fixed or guarantced maximum price ecnstruction
contracl in an amonnl not to exceed $6,674,640. The Contracior’s obligations will be secured by payment and
performance bonds in an amount not less than the amount of the construclion contract. RBC, may, in its sole
discrciion, engage a consiruction tonsnltant 10 review plans and specifications and evaluale the construction
progress by providing manthly reports 1o the Parinesship. The cost of the construction eonsultan! will be paid by
the Partnarship.

10.  Due Diligence, Dpirlons and Projections.

(a) The General Parmer will pay RBC a due diligence fec of $50,000 in addition to provide all due
diligence items set (orth on its Due Diligence Checklist, including but not limited 1o, financial statements
for the Guarantors, plans and specifications, a curment appraisal, & current markel study, & Phasc T
environmental reporl and title and survey. The due diligence fec shail be deducted fram RBC's First
Capilal Conreibution.

{b) The General Partner's counse! will deliver 10 RBC a local law opinion satisfaciary to RBC.
RBC’s eounsel will prepare the tax opinion and the General Pariner agrees to cooperate to provide all
necessary documentation requesied by RBC's counsel. Boih the General Partper and its counsel will
review the tax opinion prior 1o its issuance.
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() The projestions 1o be attached lo the Parmership Agreement and that support the Tax Opinion
will be prepared by RBC based on projections provided by the General Partner.  The projecticus will
inclnde development sources and uses, cazlculalion of eligible basis. operaing and coustruction period
cash flow analysis, |3-year operating projeetion, 30-yeéar debl analysis and |5-year capial acecunt

apalysis.
I}, Partnership Closing. Final Partnership elosing will be contingent upon RBC’s reeeipt, review and

appraval of all due diligence including the ilems set forth on it due diligence checklist previonsly delivered to
the General Partner as well as the following:

{a) Preparation and exeeution of RBC’s standard Partnership Agreamnent and other fee agreements
containing, eustomary representations and warranties, eovenants, consent rights, and indemnities, eash on
lerms and conditions satisfactory to RBC.

{b) RBC's satisfaclory review of background and related financial reponts on such members of the
development team as determined by RBC. The General Partner agrees to reasonably cooperaie with RBC
(including signing such consents s may be necessary} in obtaining such reports.

{c) RBC’s agreament (o acquire the LP Interest is based on certain assumplions formuiated using the
micrmation contained in this letter, which you have provided 1o us. We may npdaic and adjust the terms
of this letter 1o reflect changes in these assumptions and other intormation which becomes available to us
during our due diligence review, and for changes in law which occur prior (o entering into the Partnership
Agreement.

(dj RBC’s agreement to auguire the LP [nlerest on the pricing, terms and eonditions contained in
this letier are further based on thg assumption that the Parmership efosing will occur on or before June 30,
2010. In the evenl the elosing does not oceur by the Anticipated Closing Date, RBC reserves the right 1o
modify 1his lerier 1o be consistent with the prevailing market eonditions.

el RBC’s receipl of a finm comunitment ffom a third panty investor to purchase from RBC the LP
Interest on lerms ard conditions satisfactory 1o RBC in i1s sole discretion.

12.  Exclusive Perigd and Confidentiality.

(a) The General Pariner agrees to keep the tenms and conditions contained in this letter confidential
and not to disclase the lenns 1o any third party (other (ban attormeys and acconniants of the Parmership)
withon! Ilie express prioc written approval of RBC,

(b} Coofidentiality. Notwilhstanding the foregping conhdentiality provisions, the parties confirm
thal there are no limitations on the diselosare of the fax treatment or tax struclure of the Project.

{9} Term of L1 The terms and conditions of this letter of intent shall not expire prior w June 30,
2010,
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Tf the foregring is in acoordence with your wndenstanding of Uit ety and conditions, pleass indicate
YoUT cceptance on the enclosed copy and return i to the widersipned so RBC may sammence and cah complete
‘its dua diligence revlew and tako the tapy towards Partnership closing ey described in Paragraph 12,

Yery trly yours,

c;aagﬂ&f—
By: : —
Mare David I, Uhben

Thie: Wice Prasigant

The tndersigned approves and acceptr the ‘erms of fltis keiter agreement and aprees t3 work with RBC (gwards 4
deflnitive prtnorship agresnen,
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Principals of Applicant and Each Developer

APPLICANT
The Verandas of Punta Gorda, LLLP, a Florida limited liability limited partnership

¢ Managing General Partner
Norstar Verandahs, Inc., a Florida corporation (.0051%)

Officers

Gary Silver, President

Richard L. Higgins, ¥ice President
Neil Brown, Secretary

Directors

Neil Brown, Chairman
Gary Silver

Richerd L. Higgins

Shareholders
Norstar [nvestment USA, Inc.
Black Locust, LLC

¢  General Partner
] The Verandas GP, Inc., a Florida corporation (.0049%)

Offieers
Jean Farino, President

Diregtors

Dr. Harry Agabedis
Branda Bala
Melody Washington
Stephen Fahian, Ir.

¢ [Initial Limited Parfner
Punta Gorda Housing Authority, a public body corporate and politic organized under
the laws of the State of Florida (99.99%)

QOfficers
Jean Farino, Executive Director

Direetors

Hamry Agabedis, Chairman
Brenda Bala, ¥ice Chair
Melody Washington
Siephen Fabian

Eunice Wiley

. John Murdock
Mary Kleiss



. LEAD DEVELOPER
Norstar Development USA, LP, a Texas limited parmership

* Mapaging General Partner
Nordev, Inc., a Delaware corporation (1%t}

Offcers
Richard L, Higgins, President
Neil Brown, Treasurer

Directors
Neil Brown, Chairman

Gary B. Silver

Sole Shareholder
Norstar USA, Ltd.

* Limited Partner
Black Locust, LLC (20%)

Sole Member
Richard L. Higgins

. * Limited Partner
Raphael Corporation (79%)

Officers
Gary Silver, President

Directors
Neil Brown, Chairman

Shareholders
Gary B. Silver
Neil Brown



. CO-DEVELOPER
Gulf Breeze Apartments Developers, LLC, a Florida limited liability company

* Sole Managing Member
Punta Gorda Developers, L.L.C., a Florida limited liability company

Sole Managing Member
Punta Gorda Housmg Authority, a public body corporate and politic organized

under the laws of the State of Florida

Officers
Jean Farino, Executive Director

Directors

Harry Agabedis, Chairman
Eunice Wiley, Vice Chair
James Stevens

Brenda Bala

Paula Wilman

Melody Washington

Mary Kleiss



