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February 11, 2015 
 
 
Lori Harris 
Vice President 
Norstar Development USA, L.P. 
733 Broadway 
Albany, New York 12207 
 
RE: West Arbor LDHA LP construction financing 
 
 
Dear Ms. Harris: 
 
Huntington (“the Bank”) is pleased to have the opportunity to present this Proposal of Loan Terms for the Construction 
Financing of the West Arbor LIHTC Project.  Please note that this Term Sheet should not be construed as a loan approval, since 
all loan terms and conditions are subject to the review and approval of Huntington’s Senior Loan Committee. 
 
 
Borrower:  West Arbor Limited Housing Dividend Association Limited Partnership 
 
Security:  First mortgage lien and an assignment of leases and rents secured by the 42 Unit LIHTC Project to 

be located at located at 701 N. Maple, in the City Ann Arbor, Washtenaw County, Michigan. The 
loan shall also be secured by an Assignment of the General Partner’s Interest and an Assignment of 
Deferred Developer Fees. 

 
 
Loan Amount:   Estimated at $8,525,000, with maximum financing availability up to 80% of the LIHTC Value 

(including the Real Estate Valuation, the Valuation of the Tax Credits and the Present Value of 
Reversion Benefits) as evidenced by an appraisal report acceptable to Huntington. 

 
 
Pricing:   1 Month LIBOR + 2.25% Interest shall be computed on the basis of a 360-day year but shall be 

charged for the actual number of days within each period. 
 
 
Repayment:   Interest-Only shall be due and payable monthly for the Term of the Loan. 
 
 
Loan Term:  Up to Twenty Four (24) months. 
 
  
Loan Fees:  A Loan Origination fee of 0.50% of the Loan Amount is payable at loan closing. The Borrower shall 

also pay all costs and expenses in connection with the loan including, but not limited to, mortgage 
recording fees, Bank’s appraisal and appraisal review fees, title insurance costs, escrow fees, Bank’s 
legal expenses, and site inspection fees during construction. The Borrower shall also be expected to 
provide satisfactory surveys, environmental reports and evidence of suitable insurance prior to loan 
closing. 

 
 
 
Recourse:  100% Guarantee of Payment and Completion from Norstar Development USA, L.P. 
 



 
Financial Covenants: The Guarantor must maintain a Minimum Worth of $3,000,000 and Minimum Liquidity (Cash 

and Marketable Securities) of $1,000,000 at all times. 
 
Title:   Title Policy and Title Insurance (“Title Work”) approved by Lender.   
 
Operating Accounts:  The Borrower and/or Guarantors will maintain the Operating Account for the West Arbor  Project at 

Huntington Bank. 
 
 
Please note that Lender reserves the right to revise this proposal of terms. The Lender's final commitment for the financing will 
occur once the request has been reviewed and accepted by Huntington Bank Senior Loan Committee. The terms included in this 
letter are open for consideration until February 20, 2015 at which time the terms will automatically expire. 
 
This letter does not set forth all the terms and conditions of the loans proposed herein. Its purpose is to provide an outline, in 
summary format, of the major points of understanding which will be the basis of the final loan documentation which will be 
prepared by Lender if such proposed loan does occur. Sponsor acknowledges and agrees that the Lender reserves the right to 
require additional documents and/or add additional conditions upon Lender’s review of the final transaction structure and its 
review of all related documents. 
 
HUNTINGTON'S OBLIGATIONS TO CLOSE ANY LOAN WHICH MAY BE APPROVED PURSUANT TO THIS 
PROPOSAL ARE SUBJECT TO THE PRE-CLOSING, CLOSING AND GENERAL REQUIREMENTS WHICH ARE 
REQUIRED BY LENDER, EACH OF WHICH SHALL BE DEEMED SATISFIED ONLY WHEN THE DOCUMENT OR 
EVIDENCE PROVIDED IN SATISFACTION THEREOF HAS BEEN REVIEWED AND APPROVED BY HUNTINGTON 
AS TO FORM AND CONTENT. SUCH REVIEW AND APPROVAL IS SOLELY FOR HUNTINGTON'S BENEFIT AND 
NO OTHER PARTY SHALL BE ENTITLED TO RELY THEREON. NO DATE SHALL BE ESTABLISHED FOR LOAN 
CLOSING UNTIL ALL PRE-CLOSING REQUIREMENTS HAVE BEEN SATISFIED, WHICH DATE SHALL NOT BE 
EARLIER THAN TEN (10) BANKING DAYS AFTER THE SATISFACTION OF ALL PRE-CLOSING REQUIREMENTS. 
 
 
 
 
 
Sincerely, 
 
THE HUNTINGTON NATIONAL BANK 
 
 
 
 
Christina N. Tracy  
Vice President 
Community Development Lending 
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         Dorene M Conlon 

          Senior Vice President 

                Bank of America, N.A. 

                100 Westminster St 

          Providence, RI 

           Mail Code:  RI1-536-10-02 

                401-278-3875 

                dorene.m.conlon@baml.com 

 

 

SENT VIA PDF / E-MAIL 

 

February 10, 2015 

 

West Arbor Limited Housing Dividend Association Limited Partnership 

c/o Mr.Richard L. Higgins 

President 

Norstar Development USA, L.P. 

200 South Division Street 

Buffalo, NY 14204      

 

Re:  West Arbor, a to be constructed forty-six unit affordable housing development  

        701-739 N. Maple, Ann Arbor, Michigan 

         (the “Project”) 

 

Dear Mr. Higgins: 

 

On behalf of Bank of America, (the "Bank or BAC") I am pleased to issue this term sheet.  This letter 

will set forth the basic terms and conditions under which the Bank will proceed with formal credit 

approval request for the  Project.  The provisions outlined in this terms sheet are contingent upon  

completion of further underwriting, due diligence, and formal credit approval  and the final provisions of 

such approval may contain different or additional conditions than those set forth in this letter. 

 

Purpose/Project: To provide a taxable construction loan for the renovation of two existing 

duplexes and the construction of  42 housing units in eight buildings on a  4.82 

acre site, constituting an affordable housing development known as West Arbor. 

(the “Project”). The development will have a full amenity package with each unit 

having a full kitchen, laundry hook-up, central air conditioning, a central onsite 

leasing office and amenities targeted to families. There will be 31 RAD Units 

which will receive project-based Section 8 vouchers from HUD and 15 LIHTC 

units.  Unit configuration shall be as follows:  

 

                                        RAD UNITS: 

 

                                       The thirty-one RAD units will have the following proposed rent structure:    

                                            

                                       8 one-bedroom units -  $428 per month 

                                       2 two-bedroom units-   $491  

                                       4 three-bedroom units- $593 
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                                      10 four-bedroom units -$599 

                                      7 five-bedroom units-    $696     

 

                                      There will be  15 LIHTC  units restricted at up to  60% AMI with the following 

unit mix  and rents: 

 

                                       2 two-bedroom units-   $1,093 

                                       8 three-bedroom units- $1,223 

                                       2 four bedroom units-   $1,365 

                                       3 five-bedroom units-   $1,508  

                                        

                                       Twelve units or 25% of all units will be set aside as permanent supportive 

housing with four of such units targeted to chronically homeless households. 

 

Borrower: A single purpose entity in form and substance acceptable to Bank.  West Arbor 

Limited Housing Dividend Association Limited Partnership whose general 

partner is West Arbor GP, LLC, an entity that is fully-controlled by the Ann 

Arbor Housing Commission (“AAHC”) with a 0.009% interest. The 

Administrative Partner is a to-be-formed affiliate of Norstar, with 0.001% 

interest.  The Investor Member will have a 99.99 % interest. 

 

                                          

Construction  

Loan Amount:  Based on our general underwriting parameters for what we believe to be similar 

transactions, as well as our preliminary review of the pro-forma provided; the 

loan amount in this transaction would be the lesser of: 

 

   a)   $8,525,000; 

   b)   80% loan-to-cost (including deferred developer’s fee and reserves) based on    

 final Bank-approved construction budget; or 

   c) 80% loan-to-value assuming the “as stabilized” restricted value of the 

   Project, including the value of any tax credits  allocated to the Project.  The 

appraiser’s conclusions are subject to the review and approval of the Bank in its 

sole and absolute discretion.   

   

Origination Fee: .75% of the construction loan amount, payable in full at loan closing.  

 

Interest Rate:   Floating daily 30-day LIBOR plus 225 bps. 

 

Construction 

Loan Term:  24 months from the loan closing, plus extension options detailed below. 

 

Permanent Loan: A permanent loan in the amount of $1,862,500 from Community Development 

Trust (CDT). Loan term shall be 18 years and the amortization shall be 30 years. 

DSC requirement at conversion shall be 1.15x.   All terms and conditions of the 

Permanent Loan shall be acceptable to the Bank.  

Subordinate 

Financing:  All permanent project sources are to be fully committed with satisfactory terms, 

conditions and documentation as a condition to closing.   
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                                    Total Permanent sources for  46 units: 

 

 AHC $366,022 

 Perm Loan- CDT 1,862,500 

 AAHC CFP/City Sewer 389,178 

 Sustainability Grant 342,000 

 County 724,000                                         

 Fed Tax Credit Equity 9,036,296                                                                

                                                                                    

 

                                    

                                     All other subordinated debt and sources required must be committed to the 

Project, available to the Project consistent with the Bank's approved construction 

proceeds, disbursement schedule, and appropriate legal documents related to 

each source above have been executed at or prior to construction loan closing 

and each such legal document shall indicate that the funds committed to the 

Project cannot be revoked for reason of a lack of appropriation from any Local, 

State or Federal program.  All legal documents associated with any loan, grant, 

tax credit equity, and/or other source shall be in form and substance satisfactory 

to the Bank in its sole and absolute discretion. This includes all funding from the 

above contemplated sources of financing. 

 

   The sources of all subordinated debt, with the equity proceeds paid in during 

construction, the Bank construction loan and all subordinated financing must be 

sufficient to fund all project-related costs.   The amount of tax credit equity and 

all other sources of committed permanent financing must be sufficient to pay off 

the Bank’s constructon loan.  

 

Amortization:  Interest only during construction term. 

 

Real Estate Taxes: Any real estate tax abatement or PILOT related to the Project must be approved 

by the appropriate authority prior to the closing of the Bank’s construction loan.   

 

Extension Option: Two (2) three-month extension options subject to the following, as determined 

by the Bank in its sole and absolute discretion: 

 

1) no less than 45, but no more than 90-day written notice of intention to 

exercise the option; 

2) lien-free construction completion and TCO or CO of the Project; 

3) no event of default having occurred or potential default occurring; 

4) no material adverse change in the financial condition of the Project, 

Borrower, Sponsor(s), or Guarantor(s); 

5) similar extension from permanent lenders; 

6) adequate interest reserve; 

7) payment of 0.125% renewal fee based on the then outstanding loan balance; 

and  

8) 50% Occupancy for the first extension option and 90 percent occupancy for 

the second extension. 

Payment and 

Performance 

Guaranty: Guarantor will provide a repayment guarantee which will be limited to a 50% 

guarantee of principal repayment, plus 100% repayment of construction period 

interest, taxes, and maintenance. A 100% guarantee of Project completion  as 
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well as a full environmental indemnification satisfactory to the Bank to be 

provided by the Guarantor (or a “guarantor acceptable to Bank”). For borrowers 

that are single-asset entities, and/ or guarantor(s) acceptable to the Bank must be 

jointly and severally liable for completion of the Project and repayment of the 

financing per the guarantee, including interest and costs.  

 

Guarantor(s):   Norstar Development USA, L.P. or guarantor acceptable Bank. The guarantors 

are subject to the Bank’s review and approval, in its sole and absolute discretion.   

  

 Gaurantor covenants concerning minimum Net Worth and Liquidity shall be 

determined.. 

 

Environmental 

Indemnification:  The Borrower and Guarantors shall indemnify the Bank with respect to all loss 

and liability (including reasonable attorney’s fees and disbursements) incurred 

by the Bank arising from (i) the existence or introduction of any hazardous 

substance at, on or under the surface of the Project which shall be in violation of 

any applicable federal, state or local environmental law, (ii) any violation of any 

applicable federal, state or local environmental laws by Borrower or by the 

tenants or other occupants or users of any of the Project or (iii) the release of any 

hazardous substance from the Project in violation of any applicable federal, state 

or local environmental law. Borrower shall make such covenants, representations 

and warranties with respect to environmental matters as Lender and its counsel 

shall require. Liability for the foregoing indemnity, for all such representations 

and warranties and for the costs of any subsequent environmental audit shall be 

recourse to Borrower and shall survive repayment of the Loan. 

 

Collateral:  To secure the Borrower’s obligations to the Bank, and as collateral for the 

construction loan, the Borrower shall deliver, in form and substance satisfactory 

to the Bank and its counsel: 

1)   First leasehold mortgage lien on the Borrower's leasehold interest in land 

and improvements and applicable UCC-1 financing statements.  

2)    Assignment of all contracts including, if applicable: rent subsidy contracts, 

management agreements, supportive service agreements, all permits 

affecting the Project, and all such other documents as the Bank may 

typically require; 

3)   Assignment of leases and rents that affect the Project; 

4)   Assignment of any third-party sources of funds including, but not limited 

to, LIHTC generated by the Project and the proceeds of the sale of those 

LIHTC, and satisfactory triparty agreements relative to public sector funds, 

if applicable;  

5)   Assignment of the commitment for permanent financing; 

6)   Pledge of all project operating accounts and rent security accounts. 

 

General  

Contractor:  The general contractor is contemplated to be Norstar Building Corp.  Payment 

and performance bond will be required unless otherwise agreed to by the Bank.  

Federal LIHTC  

Equity: The 9% Federal LIHTC equity anticipated to be invested in the Project shall be 

a minimum of $9,036,296.  Borrower shall provide the Bank with satisfactory 

evidence of a firm and binding commitment  of tax credits in the minimum 

annual amount of $ 886,000 in 9% federal tax credits.    
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All terms and conditions of the Tax credit investment commitment, the ILP 

Agreement including but not limited to the equity pay-in schedule   must be 

satisfactory to the Bank in its sole discretion.   

 

    Borrower shall  enter into a partnership  agreement satisfactory to Bank and its  

   counsel prior to closing and the tax credit investor shall be admitted to the  

   Borrower prior to closing.                                      

 

Developer Fee:          Developer fee is payable 29% at closing ($434,000) and,71% at conversion 

($1,066,000). 

 

Fees and 

Expenses:  Regardless of whether or not the Bank ultimately provides financing for the 

Project, the Borrower will pay all reasonable costs incurred by the Bank in 

connection with the loan including, but not limited to, legal, environmental, front 

end costs and document review/inspections, and appraisal.   

Reporting 

Requirements:  Including, but not limited to, the following items, in a form acceptable to the 

Bank: 

 

   Annually:  Borrower and Guarantors’ reviewed financial statements and 

covenant compliance within 120 days of fiscal year-end. 

 

   Semi-annually:  Guarantors’ unaudited financial statements and covenant 

compliance within 60 days of mid-year end. 

 

   Annually:   Property operating statements and rent rolls are required semi-

annually once the Project has been placed in service. 

 

Know  

Your Customer:  Within five (5) business days of opening an account with Bank, Borrower shall 

have delivered to Bank all due diligence materials necessary and relevant to 

verifying Borrower’s identity and background information, as deemed necessary 

by Bank in its sole and absolute discretion. 

 

 

Other 

Requirements:  All of the following to be acceptable to the Bank: documentation and 

submissions that are standard for loans of this type including, but not limited to, 

appraisal, ESA, legal documentation, title/survey, proposed standard lease form, 

front-end cost and document reviews and acceptance of final budget (includes 

adequate contingency, schedule, interest carry/operating deficit reserve, etc.), 

review of plans/specs that must be 100% complete, general contractor, architect, 

building, permit, insurance, including flood insurance, if required, condition of 

markets/submarkets, revenue/expenses pro-formas, financial review of Borrower 

(including historical income statement and rent rolls), Guarantor, and general 

contractor,  management agreement and subordination; and (as applicable), proof 

of tax credit award, equity investor and pay-in schedule,  and other terms and 

conditions as may be required.    
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   Prior to the Closing of the construction loan, the Project must have received 

notification of a HUD-approved AHAP regarding the required amount of 

Project-Based Section 8 assistance covering the RAD units as reflected in 

Borrower’s rent plan.    

                                       

                                       All terms of the Ground lease between the Borrower and Ground Lessor shall be 

acceptable to Bank. 

 

 

Deposit 

Accounts:  All operating accounts shall be maintained at the Bank during the time the 

Bank’s construction loan remains outstanding. 

 

 

 

 

Material 

Adverse Change: Bank of America’s obligations hereunder shall terminate if, prior to closing, 

Bank of America determines, in its sole judgment, that there shall exist any 

conditions regarding the property, or the operations, business, assets, liabilities 

or condition (financial or otherwise, including credit rating) of Borrower or 

Guarantor, or there shall have occurred a material adverse change in, or there 

shall exist any material adverse conditions in, the market for syndicated bank 

credit facilities or the financial, banking, credit or debt capital markets generally, 

that could be expected to cause the loan to become delinquent or prevent any 

guarantor from performing its obligations under any guaranty or to materially 

and adversely affect the value or marketability of the loan or the property or 

Bank of America’s ability to syndicate the loan. 

 

 

Assumptions made: The terms discussed herein are presented, based on the credit conditions in the 

potential transaction as known by Bank of America.  Should additional facts or 

information come to light that positively or negatively impact the situation, 

prices or other requirements quoted here may be adjusted. 

 

 

Confidential:  This term sheet is strictly confidential and may not be shared with anyone else 

other than the owner(s) of Borrower. 

 

 

Expiration:  This term sheet will expire at 5:00 p.m. EDT time on that date which is ten (10) 

business days from the date hereof unless you execute this term sheet and return 

it to us prior to that time, which may be by email transmission.   

 

   Please understand that this term sheet does not represent an offer or commitment 

by Bank of America, or any of its affiliated entities, for the proposed new 

financing, nor does it define all of the terms and conditions of a loan 

commitment, but is a framework upon which a loan request may be submitted.  

Issuance of a commitment by Bank of America is subject to, among other things, 

the approval of your loan request under the Bank’s approval process.  If Bank of 

America issues a financing commitment in this transaction, it will in all respects 

supersede this letter. 
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Please review the above terms and conditions and feel free to call me with any questions or comments 

you may have.  If you find the above terms and conditions to be acceptable, please indicate so by signing 

below and returning a faxed copy to my attention along with a good-faith deposit of $15,000.  Upon 

receipt of the letter and the good-faith deposit, the Bank will proceed with the necessary due diligence to 

prepare and submit your loan request, provided, however that in any event, this term sheet will finally 

expire ninety (90) days from the date hereof.  Your deposit is refundable, less the Bank’s out of pocket 

expenses incurred, should the Bank decline the financing opportunity discussed herein.  

 

 

 

I look forward to hearing from you and working with you on this and other transactions. 

 

Sincerely, 

 

 
 

 

Dorene M. Conlon   

Senior Vice President   

401-278-3875  

 

CC: Robert Tyrrell, BAML 

       Melissa Mccormack, BAML 

       Michael E. Clarke, BAML 

       Kevin McCarthy, Norstar   

       

 

 

The foregoing is hereby accepted, agreed to and confirmed for the Borrowing entity  the ____ day of 

February, 2015. 

 

By: Norstar Development USA, L.P. for the Borrower: 

 

By:    Nordev, Inc.  its General Partner        

                 

 

By: __________________________ 

     Richard L. Higgins 

     Its President 

 
 


