
 
 

Mission First Housing Group  Haddington III Preservation Initiative 

Philadelphia Housing Authority RFQ P-004440  November 21, 2014 

Budgets 
 

 Development Pro Forma 

 Operating Budget  

 Tax Credit Summary 

 List of Funding Sources and Status 

 Funding Commitments 

 

  













11. Budgets 

Mission First Housing Group  Haddington III Preservation Initiative 

Philadelphia Housing Authority RFQ P-004440  November 21, 2014 

Funding  

Source 

Application  

Deadline 

Expected 

Notification/Status 

PHA PBV  September 29, 2014 January 2015 

City HOME/CDBG/HTF Funds November 21, 2014 January 2015 

PHA ACC November 21, 2014 January 2015 

PHFA LIHTC January 30, 2015 May 14, 2015 

FHLB Pittsburgh N/A Committed 

Assumed Debt N/A Committed 

Reinvested Developer’s Fee N/A Committed 
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 November 20, 2014

  

 
 

Mr. Mark Deitcher 

Director of Business Development 

Mission First Housing Group 

2042-48 Arch Street, 2
nd

 Floor 

Philadelphia, PA  19103  

 

 RE:   Haddington III (the “Project”) 

Haddington neighborhood, Philadelphia, PA 

  

Dear Mr. Deitcher: 
 

The National Equity Fund, Inc. (“NEF”) is pleased to propose the terms and conditions, 

as set forth in this letter of interest, pursuant to which NEF, through its affiliate, NEF Assignment 

Corporation ("NEFAC"), will provide equity capital for the above described property.  This letter 

is based on certain assumptions and information, including estimates of Project costs, timing 

assumptions and debt financing, provided by the Sponsor.  Any changes in these assumptions, the 

LIHTC market or a loss of investor appetite prior to an actual credit award, may result in changes 

to the terms, conditions, and/or purchase price, outlined in this letter. 

 

1. Project Information 

 

The Haddington III project will involve the moderate rehabilitation of 48 affordable 

rental units for families in Philadelphia, Pennsylvania.   

 

NEF has analyzed the Project’s development budget and has based this offer on the 

assumption of a total development cost of approximately $17.5 million and an allocation of 2015 

low income housing tax credits from the Pennsylvania Housing Finance Agency (“PHFA”). 

Financing will include low-income housing tax credits, assumed debt from PRA & PHFA, City 

of Philadelphia HOME funds, Federal Home Loan Bank – Pittsburgh funds, and nominal GP 

Capital. The Project will include 10 two-bedroom, 30 three-bedroom, and 8 four-bedroom units. 

Tenant paid monthly rents will be at affordability levels ranging from 20% AMI to 60% AMI.  

All of the Project’s units will be subsidized by either a ACC contract or Section 8 contract with 

the Philadelphia Housing Authority.    

 

NEF Assignment Corporation (“NEFAC”) will act as nominee limited partner on behalf 

of one or more investor limited partnerships of which NEF is the general partner.  NEF will have 

the right to assign the beneficial portion of its limited partner interest to one or more investor 
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limited partnerships of its choosing. 

 
2. Development Team 

 

Developer:    Mission First – 1260 HDC 

General Contractor:   Columbus Property Management 

Property Manager: Columbus Property Management 

Attorney:   Mark Cohen, Askot, Weiner & Cohen, LLP 

 

3. Timing Assumptions 

This letter is based on the following timing assumptions:  

 

Partnership Investment Closing: September 30, 2015 

Construction Start:  October 1, 2015 

Placement in Service Date:   February 1, 2017 

100% Qualified Occupancy:   May 30, 2017 

 

If the timing assumptions set forth above are not met, the terms and conditions of this 

Letter of Interest, including the purchase price, will be subject to change. 

 

4. Project Financing 

In addition to equity financed through the syndication of low-income housing tax credits, 

the Project’s financing will be from the following sources in the following amounts.  

Source:  TD Bank (Construction Loan) 

Amount:   $7,800,000 

Interest Rate: 3.50% 

Term:  24 months 

 

Source:  Assumed Debt from PRA & PHFA 

Amount:   $3,311,694 

Interest Rate: AFR  

Term:  30 years  

 

Source:  City of Philadelphia – HOME Funds   

Amount:   $1,364,605 

Interest Rate: AFR  

Term:  30 years  

 

Source:  Federal Home Loan Bank - Pittsburgh   

Amount:   $500,000 

Interest Rate: AFR 

Term:  15 years  
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5. Tax Credits 

The Sponsor is applying to the PHFA for $1,200,000 of annual 9% low income housing 

tax credits.  The requested credit amount is based on the Project having an adjusted eligible basis 

of $14,503,165 using a construction/rehab tax credit rate of 7.55%, an acquisition tax credit rate 

of 3.24%, and a 130% basis boost.  The total Tax Credits anticipated to be claimed by the 

Partnership are $12,000,000 of LIHTCs (the "Projected Tax Credits"). The Projected Tax Credits 

are expected to be available to the Partnership beginning in 2016.   

6. Capital Contributions   

 NEFAC will purchase the above credits for a total purchase price (the “NEFAC Capital 

Contribution”) of $11,878,812 or $.99 cents for each $1.00 of LIHTCs.  NEFAC shall make its 

capital contributions to the Partnership as described below:  

 

     NEFAC Equity Amounts 

Condition 

Project 

Equity % 

Project 

Costs Developer Fee Reserves Total Equity 

Closing 15.00 1,678,087 103,500  1,781,587 

50% Construction Completion 15.00 1,781,812   1,781,812 

Conversion/Perm. Loan/Stabilization 69.13 6,809,912 828,000 574,000 8,211,912 

Tax Return .87  103,500  103,500 

Total 100% $10,269,812 $1,035,000 $574,000 $11,878,812 

 

 

Developer Fee Equity. The Project Sponsor, or whoever else is designated in the Development 

Agreement to receive such payment, shall be paid a development fee (the “Developer Fee”) in the 

amount of $1,500,000.  The Developer Fee shall be payable at the times and upon the conditions 

set forth in the Development Agreement.  The Developer Fee will be paid to the Partnership out 

of the NEFAC Capital Contribution (the “Developer Fee Equity”), which will in turn pay the 

Developer Fee Equity to the Project Sponsor pursuant to the Development Fee Agreement, on the 

above schedule. 

Deferred Developer Fee.  A portion of the Developer Fee (estimated at $465,000) shall be paid as 

a deferred developer fee (the "Deferred Developer Fee") from Project cash flow or the proceeds 

of refinancing or sale of the Project. 

 

7. Adjustment to Purchase Price (Credit Adjusters)  

Permanent Reduction in LIHTCs.  The NEFAC Capital Contribution to the Partnership shall be 

decreased if: (i) the receipt of the Project Cost Certification, or (ii) the receipt of the Form 8609 

for the Project, the maximum Actual Tax Credits are less than the Projected Tax Credits.  In such 

an event, the NEFAC Capital Contribution shall be reduced by $.99 times the amount by which 

the Actual Tax Credits are less than the Projected Tax Credits.  

Material Timing Difference – Tax Credits.  In the event that LIHTCs are not available to NEFAC 

during the Projected First Tax Credit Year in the amount projected(the “First Year Projected Tax 

Credits”), the NEFAC Capital Contribution shall be reduced by an amount equal to (i) $.594 

times the amount by which the actual Tax Credits received by NEFAC during the Projected First 

Tax Credit Year is less than the First Year Projected Tax Credits; minus (ii) the net present value 

of the additional Tax Credits to be received by NEFAC in the 11
th
 year of the Tax Credit 

Compliance Period, based upon a 10% discount rate.   



Haddington III 
November 20, 2014 
Page 4  

 

 
501 Seventh Avenue, 7th Fl., New York, NY 10018             P 212.455.9800             F 212.818.0901             www.nefinc.org 

Ongoing Credit Shortfall. If at any point in time after the end of the Projected First Tax Credit 

Year but before the end of the Tax Credit Compliance Period, the actual Tax Credits received by 

NEFAC are less than the Projected Tax Credits, or if there is recapture (as defined in Section 42 

of the Code) of Tax Credit, then any remaining portion of the NEFAC Capital Contribution shall 

be reduced by one dollar for each dollar of reduction of the Projected Tax Credits or each dollar 

of Tax Credits that are recaptured (the “Credit Reduction Payment”), up to a maximum total 

amount equal to the total Developer Fee.  

In the event the remaining unpaid portion of the Limited Partner’s Capital Contribution 

obligation is insufficient for the Limited Partner to offset all amounts that are due and owing from 

the General Partner to the Limited Partners pursuant to the Credit Adjusters, or the Limited 

Partner elects not to offset the Credit Adjusters against the remaining Limited Partner Capital 

Contribution Installments, then the General Partner shall, upon demand, pay the Limited Partner 

any remaining amount that is due and owing to the Limited Partner. 

 

8. Reserves  

Operating Reserve.  The General Partner shall establish an Operating Reserve which shall be 

funded from NEFAC’s third installment of equity in the amount of $160,000 and thereafter the 

General Partner will be required to maintain this Operating Reserve balance from Project cash 

flow.   

Replacement Reserve.  Annual amount of $500 per unit per year NEF’s prior written consent will 

be required for any withdrawals greater than $5,000.  

 

Transition Reserve.  $174,000, funded from the third installment of NEF’s Capital Contributions. 

The Transformation Reserve is to be used only to fund Operating Deficits projected to occur due 

to the lower rents for all units. 

 

Upon further underwriting, NEF may determine a different amount required for the Transition 

Reserve to fund Operating Deficits projected to occur if the rental subsidy for the Project is either 

not renewed past its initial term or reduced. The Transition Reserve Account will be held 

pursuant to a Funding and Disbursement Agreement entered into between the Limited 

Partnership, the General Partner and NEF. 

 

Social Service Reserve.  $240,000, funded from the third installment of NEF’s Capital 

Contributions, to be used for social services to be provided as part of the Project.    

 

9. General Partner Guaranties 

Development Completion Guaranty.  The General Partner and Guarantors will provide the 

Partnership with a Development Completion Guaranty.  This guaranty obligation will become 

effective at the time of execution of the Partnership Agreement and will continue until the later of 

(i) 1 year after completion of construction, to cover the General Partner’s latent defects 

obligation, or (ii) achievement of Breakeven Operations, to cover the General Partner’s obligation 

to fund Project operating deficits.  Payments made under the guaranty will be considered General 

Partner loans to the Partnership at 0% interest, repayable from cash flow. 

Operating Deficit Guaranty.  The General Partner and Guarantors will provide an Operating 

Deficit Guaranty in an amount equivalent to six months of operating expenses and reserves, 

which guaranty will commence upon achievement of Breakeven Operations and remain in place 

until the later of (i) five years from achievement of Breakeven Operations, or (ii) until the Project 
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has maintained a 1.05 expense coverage ratio measured on an annual basis, for a period of two 

consecutive years commencing on or after the second anniversary of achievement of Stabilized 

Occupancy.  .  This guaranty obligation will be used to fund or pay operating deficits incurred by 

the Partnership and current liabilities of the Partnership upon the depletion of the funds in the 

Partnership Operating Reserve.  Amounts expended to satisfy this obligation shall be treated as 

non-interest bearing loans to the Partnership and shall be repaid out of distributable cash flow.   

Repurchase.  The General Partner shall repurchase the interest of the Limited Partner for an 

amount equal to the amount of NEFAC’s Capital Contribution that has been funded plus $50,000  

and all of the expenses incurred by NEF and NEFAC in conjunction with the transaction, if the 

Limited Partner so elects, upon the occurrence of certain major adverse events which will be 

described in detail in the Partnership Agreement, such as an event which threatens to deprive the 

Partnership or the Limited Partner of a substantial amount of the Projected Tax Credits or an 

action is commenced to foreclose, abandon, or permanently enjoin construction or rehabilitation 

of the Project. 

The Guarantor will be required to execute a separate Guaranty Agreement whereby they will 

guaranty all of the above guaranty obligations of the General Partner and all of the General 

Partner’s other obligations under the Limited Partnership Agreement. 

 

10. Property Management   

Appointment of the Management Agent must be approved by NEF.  The Management 

Agent may be replaced from time to time by the General Partner provided that NEF approves the 

proposed replacement Management Agent in writing.  The Management Agent shall initially earn 

a Property Management Fee no greater than 8.00% of the Project’s gross collected rents.  If the 

Management Agent is related to a General Partner, the payment of the Property Management Fee 

will be subordinated to the payment of operating deficits, if necessary, to maintain Breakeven 

Operations. 

 

11. Asset Management Fee 

The Partnership will pay to NEF or its designated affiliate an annual Asset Management 

Fee in the amount of $3,750, to be increased annually by three percent (3%).  This fee will be 

paid from cash flow and is not an operating expense. 

 

12. Partnership Management Fee   

The General Partner shall receive an annual Partnership Management Fee in the amount 

of $13,000 to be increased annually by three percent (3%).  This fee will be paid from cash flow 

and is not an operating expense. 

 

13. Right of First Refusal   

It is the express objective of NEF to identify and implement strategies to maintain 

projects permanently as low and moderate-income housing. As a qualified 501(c)(3) corporation, 

if the Project Sponsor agrees to maintain the property for low-income use, as defined in Section 

42 of the Code, for a total period of at least 30 years, it will be granted a right of first refusal to 

purchase the Property at the end of the Tax Credit Compliance Period, for a price equal to the 

sum of: a) all outstanding Partnership debt, including General Partner and Limited Partner loans; 

b) any state, local or federal taxes owed by NEFAC as a result of the sale; and c) any unpaid 
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portion of any Credit Adjuster payments due and owing to the Limited Partner. 

 

14. Limited Partner Costs and Expenses  

NEF will charge the Company $55,000 for legal fees and other closing costs inclusive of 

the NEF tax opinion.  

 

15. Issues to be Resolved Prior to Investment Committee Review 

A. Acceptance of the Project by NEF’s investor 

B. Review of all tax credit documentation 

C. Review of a Market Study and appraisal 

D. Review of all financing commitments for the Project 

E. Review of contractor and architect resume and experience 

F. Review of the plans and specifications and construction cost breakdown 

G. Review of property manager resume and experience 

H. Review of Phase I Environmental Report 

I. Review of Project operating expenses 

16. Summary   

This letter is based on assumptions and information, including estimates of Project costs, 

timing assumptions and debt financing, provided by the Sponsor.  Any changes in these 

assumptions may result in changes to the terms and conditions, including purchase price, outlined 

in this letter.  

 We are delighted that you have chosen to work with NEF.  If the terms and conditions of 

this letter are acceptable to you, please sign and return this letter to NEF.  Should the Project 

receive an award of LIHTC from PHFA, both parties agree to make a good faith effort to close on 

the terms described herein.  Please note that if this Project does not close within the time frame 

specified in this letter, NEF reserves the right to re-negotiate the terms and price of this offer.  

Upon receipt of this signed letter, an award of LIHTC, and receipt of all due diligence materials 

needed, NEF will take the Project to our Investment Review Committee for review and approval. 

 

We wish you success in your application for Low Income Housing Tax Credits and look 

forward to working with you to provide needed affordable housing in your community.  

 

Very truly yours, 

 

NATIONAL EQUITY FUND, INC. 

 

 
By: ______________________ 

       Tony Lyons 

Vice President and Regional Manager 
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November 20, 2014

Mark Deitcher - Director of Business Development
Mission First Housing Group
2042-48 Arch Street, 2nd Floor
Philadelphia, PA 19103

RE: Haddington III

Dear Mark:

You have provided us with certain information, and have discussed with us the current and future needs for 
the financing of Haddington III (the “Company”).  We have reviewed the application & operating budget and 
upon that review, are pleased to submit our proposal to provide the credit accommodations that are described 
on the attached term sheet.

It is understood that this letter constitutes a statement of preliminary terms with respect to the transaction 
contemplated hereby and does not contain all matters upon which agreement must be reached in order for the 
transaction contemplated hereby to be consummated.  The transaction will be subject to certain conditions, 
including, without limitation, the following;

• The Borrower must receive an allocation of competitive low-income housing credits and TD Community 
Capital shall be the limited partner (equity investor), satisfactory to TD Bank.

• Formal review and approval of loan underwriting, consistent with current Bank policies and conditions 
including guarantees, equity, and potential rental revenue, to be reviewed upon allocation of federal low-
income housing tax credits. 

• Receipt and satisfactory review of an appraisal prepared by an independent MAI appraiser approved by 
the Bank, the cost of which will be borne by the Borrower. 

• Receipt and satisfactory review of a plan and cost review prepared by an independent engineer, which 
confirms the cost to develop the project is consistent with the preliminary budget. 

We shall not be responsible or liable to the Company or any other person for consequential damages which 
may be alleged as a result of this letter, or any transaction contemplated hereby.  

This letter is delivered to the Company on the condition that its existence and its contents will not be 
disclosed by the Company without our prior written approval except (i) as may be required to be disclosed in 
any legal proceeding or as may otherwise be required by law and (ii) on a confidential and “need to know” 
basis, to your directors, officers, employees, advisors and agents. 

The Bank's terms hereunder will expire if the Bank has not been approached to review and approve a formal 
loan application on or before March 31, 2015. In accordance with the prior sentence, the Bank will be under 
no obligation to offer any further Credit Accommodations.

We appreciate the opportunity to provide this proposal and look forward to working with you on 
successfully completing this transaction.  

Very truly yours,

TD BANK, N.A. 

By: Peter M. Hogan
Peter M. Hogan , VP
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TERMS AND CONDITIONS

Borrower
Single-purpose entity to be created with Mission First Housing Group serving as managing member.

Guarantor
Mission First Housing Group or other entity approved by TD Bank in its sole discretion.

Guarantee
Full, unconditional, and unlimited guarantee of payment, performance and completion.

Environmental Indemnity
Full, unlimited, unconditional, environmental indemnity to be provided by the Borrower, and the Guarantor.

Purpose
To provide construction financing to assist in the rehabilitation of 48 affordable rental units within the 
Haddington section of Philadelphia, PA. The project will service affordability levels ranging from 20% to 
60% AMI..

Loan Amount
Construction Loan: $7,800,000, but no more than 70% of project costs as determined by Bank.

Collateral
• Land and improvements for 48-individual residential units, aka the Haddington III Project.
• Assignment and Subordination of any and all leases to the Bank’s Mortgage and/or interests.
• UCC-I and Security Agreements.
• Assignment of rents, leases, plans, approvals and permits. 
• Assignment of all tax credit proceeds.
• Assignment of the managing member’s interest in the Borrower.

Payment Terms
Construction Loan: 24 months with interest only paid monthly

Interest Rate
Construction Loan: 30 Day LIBOR + 300 BPS, floating.

Commitment Fee 
Construction Loan: 1.20% of the Loan Amount.

Appraisal Contingency
Construction Loan:  A complete and self-contained appraisal will be performed on the subject property by a 
Bank-approved appraiser, estimating a cumulative “tax credit” and “as stabilized” value of at least 
$12,000,000 resulting in a maximum LTV of 65%. 

General Conditions
1. Construction shall be completed within 18-months of Loan closing, by evidence of Certificate of 

Occupancy.
2. An Environmental Audit: In form and substance satisfactory to the Bank, performed by a licensed 

environmental auditor acceptable to the Bank.
3. Borrower shall furnish a certification by the Architect of Record that the final plans and specifications 

comply with all applicable zoning, environmental protection, land use and building laws, permits, 
approvals, ordinances and regulations.

4. Satisfactory review of a full plan and hard cost budget, construction contract(s), approvals, permits and 
construction schedule. 

5. Plot Plan and Map: A copy of the plot plan indicating the size and shape of the building on the property.  
A location map indicating the location of the property within the community.
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6. Documentation Relating to the Property: Copies of all documents that affect the property including, but 
not limited to, contracts of sale, options, mortgages in place or committed, letters of credit or other 
obligations secured by the property, construction contracts, deed restrictions, partnership agreements, 
stockholders agreements, repurchase agreements, liens, attachments, and original agreement of sale.

7. Property and Casualty Insurance:  The Borrower must maintain general liability insurance and property 
insurance, satisfactory to the Bank, on the Property throughout the term of the loan.  

8. Title Insurance:  Receipt and satisfactory review by Bank of a title commitment issued by a title company 
acceptable to the Bank with all associated costs borne by the Borrower.

9. Prior to closing, the Bank shall have received satisfactory evidence that the Borrower and Guarantor are 
free from any and all material litigation or judgments.  In addition, the Bank shall have received also, 
satisfactory bank and credit references on the Borrower and Guarantor.

10. The borrower will be required to maintain all operating accounts for the project with TD Bank.
11. Evidence and documentation supporting the following commitments, which shall be subordinate to the 

bank’s loan:
a) $3,311,694 – Assumed Debt from PRA & PHFA
b) $1,364,605 – City of Philadelphia HOME Funds
c) $500,000 – Federal Home Loan Bank of Pittsburgh

12. Evidence and documentation supporting the allocation of Low Income Tax Credits associated with the 
project in the minimum amount of $1,200,000, annually.

13. TD Community Capital shall be the limited partner (equity investor) satisfactory to TD Bank.
14. Equity/Other Sources of no less than $4,250,000 shall be applied to Bank-approved costs before 

Construction Loan funds may be advanced.
15. General Contractor, approved by the bank, shall use GMP contract or other contract approved by the 

Bank and provide payment and performance bond.
16. Construction to commence within 30-days of closing.
17. Payment of Developer Fee beyond $103,500 will be deferred until Construction Loan is paid in full.  
18. Any and all other conditions as reasonably required by the Bank and/or its legal counsel.

Conditions for Construction Advances
1. Receipt and satisfactory review of the Borrower’s Advance application in a format acceptable to the Bank.   
2. Funds will be advanced for “IN PLACE” improvements only, as verified by the Bank’s inspector.  The 

costs of these inspections will be the responsibility of the Borrower.
3. Upon receipt and approval of Certification from the Title Company of record that the Bank’s mortgage 

continues to be first lien position, the approved construction disbursements will be directly deposited 
into the Borrower’s project account previously established with the Bank.  

Reporting Requirements
1. Borrower shall submit Financial Statement and Tax Return on annually within 150 days of fiscal year end.
2. Guarantor shall submit Financial Statement, Liquidity Verification and Global Real Estate Schedule, annually

within 150 days of fiscal year end.  
3. Guarantor shall submit Tax Return within 15-days of filing, but no later than Oct. 31st.  
4. Borrower shall provide all financial information that the Bank may reasonably request during the course of the 

loan.






