CITY OF RICHFIELD, MINNESOTA
MONDAY, JUNE 15, 2009
REGULAR HOUSING AND REDEVELOPMENT AUTHORITY MEETING

RICHFIELD CITY HALL COUNCIL CHAMBERS
- 6700 PORTLAND AVENUE

7:00 P.M.
- AGENDA
Call to order
Roll call
1. Approval of minutes of Regular HRA Meeting of May 18, 2009

Notes:

2. HRA approval of agenda

3. Consent Calendar contains several separate items which are acted upon by the HRA
in one motion. Once the Consent Calendar has been approved, the individual items
and recommended actions have also been approved. No further HRA action is
necessary. However, any HRA Commissioner may request that an item be removed
from the Consent Calendar and placed on the regular agenda for HRA discussion and
action. All items listed on the Consent Calendar are recommended for approval.

A. Consideration of approval of resolution authorizing HRA not to waive monetary
limits on municipal tort liability established by MN Statute 466.04 S.R. No. 23

Notes:

4. Consideration of Foreclosure Purchase Incentive Program Rehabilitation Assistance
Loan Agreement between HRA and Jean Bolin and Benjamin Westerman for
purchase of 7239 Queen Avenue

Staff Report No. 24

Notes:




5. Consideration of revisions to Transformation Home Loan Program to increase loan
amount to maximum of $25,000

Staff Report No. 25

Notes:

6. Executive Director report
7. Claims and payroll’

Adjournment

Auxiliary aids for individuals with disabilities are available upon request. Requests must
be made at least 96 hours in advance to the City Clerk at 612-861-9738.



HOUSING AND REDEVELOPMENT
RICHFIELD AUTHORITY MEETING MINUTES

Richfield, Minnesota

Regular Meeting
May 18, 2009

CALL TO ORDER

- The meeting was called to order by Chair Sandahl at 7:00 p.m.

ROLL CALL

HRA Members
Present: Sue Sandahl, Chair; David Gepner; Doris Rubenstein; and Steven Quam.

HRA Members
Absent: Joan Helmberger.

 Staff Present: John Stark, Acting Executive Director; Karen Barton, Assistant Community
Development Director; and Nancy Gibbs, City Clerk.

Item #1 HRA APPROVAL OF MINUTES

M/Quam, S/Gepner to approve the minutes of (1) Regular HRA Meeting_of April 20, 2009.

Motion carried 4-0.

Item #2 | HRA APPROVAL OF AGENDA

M/Rubenstein, S/Gepner to approve the agenda.

Motion carried 4-0.
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Item #3 CONSIDERATION OF FORECLOSURE PURCHASE INCENTIVE PROGRAM
DOWN-PAYMENT ASSISTANCE LOAN AGREEMENT BETWEEN HRA AND BETH
VOYLES FOR PURCHASE OF 7532 WENTWORTH AVE S.R. NO. 19

Assistant Community Development Director Barton presented Staff Report No. 19.

M/Quam, S/Rubenstein to approve Foreclosure Purchase Incentive Program Down-
Payment Assistance Loan Agreement between HRA and Beth Voyles for purchase of 7532

Wentworth Avenue.

Motion carried 4-0.

Item #4 CONSIDERATION OF FORECLOSURE PURCHASE INCENTIVE PROGRAM
REHABILITATION ASSISTANCE LOAN AGREEMENT BETWEEN HRA AND
LINDSAY JACOBS FOR PURCHASE OF 6810 — 11TH AVENUE S.R. NO. 20

Assistant Community Development Director Barton presented Staff Report No. 20.

- The HRA noted there was a typographical error on the staff report that incorrectly stated the
loan was for down-payment assistance.

M/Rubenstein, S/Sandahl to approve Foreclosure Purchase Incentive Program
Rehabilitation Assistance Loan Agreement between HRA and Lindsay Jacobs for purchase of 6810

— 11th Avenue.

Motion carried 4-0.

Item #5 | CONSIDERATION OF RESOLUTION AUTHORIZING PURCHASE OF REAL
PROPERTY AT 7408 SHERIDAN AVENUE THROUGH RICHFIELD
REDISCOVERED PROGRAM, CONTINGENT UPON FINDING OF CONSISTENCY
WITH COMPREHENSIVE PLAN BY PLANNING COMMISSION S.R. NO. 21

Assistant Community Development Director Barton presented Staff Report No. 21.

Assistant Community Development Director Barton stated she anticipates the HRA
purchasing more homes in the next few months.

Commissioner Quam expressed the need to let people know there is money available
through Richfield Rediscovered. '

M/Rubenstein, S/Gepner that the following HRA resolution be adopted and that it be made
part of these minutes:
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HRA RESOLUTION NO. 1047

RESOLUTION AUTHORIZING PURCHASE OF REAL PROPERTY
LOCATED AT 7408 SHERIDAN AVENUE

Motion carried 4-0. This resolution appears as HRA Resolution No. 1047.

ltem #6 | CONSIDERATION OF RESOLUTION AUTHORIZING HRA ACCEPTANCE OF
FUNDS FOR FEDERAL NEIGHBORHOOD STABILIZATION PROGRAM AND
EXECUTION OF SUBRECIPIENT AGREEMENT WITH HENNEPIN COUNTY

S.R. NO. 22

Assistant Community Development Director Barton presented Staff Report No. 22.
Commissioner Rubenstein asked how this particular geographic area was chosen.

Assistant Community Development Director Barton explained that staff was asked to target
census block areas hardest hit by foreclosures.

Commissioner Quam stated he would like to make sure there is enough staff to accomplish
using this money by the end of this year.

Acting Executive Director Stark stated the Community Development Department is looking
at possibly hiring a project person. ‘

Acting Executive Director Stark also stated that staff will market this program via the City
website with the Foreclosure Purchase Incentive Program.

After much discussion Chair Sandahl and Commissioner Quam stated the consensus of the
HRA is to approve additional help for this program. '

Chair Sandahl also stated she would like staff to present the HRA with monthly updates on
the number of applications received, in process, completed, and dollars used.

M/Sandahl, S/Rubenstein that the following HRA resolution be adopted and that it be made
part of these minutes:

HRA RESOLUTION NO. 1048

RESOLUTION AUTHORIZING PURCHASE OF REAL PROPERTY
LOCATED AT 7408 SHERIDAN AVENUE

Motion carried 4-0. This resolution appears as HRA Resolution No. 1048.

item #7 EXECUTIVE DIRECTOR REPORT

Acting Executive Director Stark reported that the three applicants for the Foreclosure '
Purchase Incentive Program Loans from last month have not moved forward with there loans.
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Acting Executive Director Stark also reported that claims and payroll was e-mailed to the
HRA Commissioners this morning and he hoped this would be helpful.

Acting Executive Director Stark also stated that staff is currently working on revised 2009
and proposed 2010 budgets and due to timing staff will bring a report to the July meeting.

Item #11 | CLAIMS AND PAYROLL

M/Sandahl, S/Gepner that the following claims and payrolls be approved:

U.S. Bank 05-18-2009

Section 8 Checks: 116897 — 117038 $ 166,486.80
HRA Checks: 30557 - 30575 $ 29,379.52
TOTAL $ 195,866.32

Motion carried 4-0.

ADJOURNMENT

The meeting was adjourned by unanimous consent at 7:40 p.m.

Date Approved:
Suzanne M. Sandahl
Chair

Nancy Gibbs = Steven L. Devich

City Clerk Executive Director



AGENDA ITEM # 3A
REPORT # 23

e 'STAFF REPORT

RICHFIELD
HOUSING AND REDEVELOPMEN T
AUTHORITY MEETING
JUNE 15, 2009
REPORT PREPARED BY: FRANCIE FLETCHER; H. R. COORD.
NAME, TITLE
DEPARTMENT DIRECTOR =
REVIEW: w X P
) SIGNATURE
REVIEWED BY EXECUTIVE -
DIRECTOR: ‘

ITEM FOR HRA CONSIDERATION:

Consideration of resolution authorizing the HRA not to waive the monetary limits on statutory
municipality tort liability.

RECOMMENDED ACTION:
By Motion: Adopt a resolution authorizing the HRA not to waive the

monetary limits on municipal tort ||ab|I|ty established by Minnesota
Statutes 466.04.

IL

BACKGROUND

0615tort

The HRA purchases its insurance from the League of Minnesota Cities Insurance
Trust (LMCIT). A requirement of that insurance coverage is that each participating
municipality must annually either affirm or waive its statutory limits of liability. This
action must be taken on or before July 1 of each year.

The current statutory limits of liability for Minnesota cities are $300,000 for an
individual claimant and $1,000,000 per occurrence. Cities can waive those limits by
allowing an individual claimant to recover more than $300,000, up to the $1,000,000
occurrence limit or more if limits are waived and excess liability insurance is
purchased. They may also waive the per occurrence limit and purchase excess
liability insurance. :



Historically, the Richfield HRA has not waived its limits of liability. This is true of the
City of Richfield also. The majority of cities in Minnesota have not waived their

limits in the past.

.

BASIS OF RECOMMENDATION

A PoLicy

. The State Statute establishing liability limits for cmes at the current
~$1,000,000 level was established falrly recently and appears to be a
reasonable limit.

o Historically, just over one-half of the municipalities i in Minnesota have not
waived the monetary limits on municipality tort liability as was established by
statutes 466.04. '

. - The HRA could waive its statuary limits in future years if the Commissioners

should decide to do so.
. The City of Richfield has historically not waived its limits of liability.

B. CRITICAL ISSUES

The HRA's insurance policy with the League of Minnesota Cities
insurance Trust renews on July 1, 2009. This action must be
completed before that time.

The HRA does not have to make a decision on purchasing excess
liability coverage at this time. Coverage such as excess liability may
be added at any time.

C. FINANCIAL

There is a slight premium savings for‘po!itical entities that affirm the
statutory monetary limits. For the Richfield HRA the savings would be

less than $1,000 for the coverage year.

The HRA has historically not purchased excess liability coverage
because of the relatively high cost of such coverage. The cost for
$1,000,000 of excess coverage would be between $6,500 and $7,500
per year.

D. LEGAL

The tort liability limits established by Minnesota statutes have
protected cities historically and no Minnesota court has ever
established a monetary award in excess of the statutory limits against
a municipality.

Each municipal entity must annually decide whether the City would
voluntarily waive the statute for both the single claims each
occurrence limits.




IV. ALTERNATIVE RECOMMENDATION(S) -
. If the HRA feels that any single claimant should receive more than the
$300,000 limit, the HRA could elect to waive the statutory monetary limits.
. ~ If the HRA feels that the $1,000,000 per occurrence limit is not adequate, the
HRA could purchase excess liability coverage and subsequently waive the
limits of liability up to the amount of excess coverage purchased by the HRA.
V.  ATTACHMENTS
. Resolution
VI. PRINCIPAL PARTIES EXPECTED AT MEETING h

. None
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HRA RESOLUTION NO.

RESOLUTION AFFIRMING MUNICIPAL TbRT LIABILITY LIMITS ESTABLISHED BY
MINNESOTA STATUTES 466.04

WHEREAS, anesota Statute 466.04 provides for Mun|C|paI tort liability limits for
Minnesota cities; and .

WHEREAS, the League of Minnesota Cities Insurance Trust has asked that each
city review the tort liability limits and determine if the respective city would choose to waive
it's limits; and

WHEREAS, such decision to affirm or waive the tort liability limits must be filed with
the League of Minnesota Cities Insurance Trust at the insurance renewal date.

NOW, THEREFORE, BE IT RESOLVED that the Executive Director is directed to
report to the League of Minnesota Cities Insurance Trust that the Richfield HRA does not
waive the monetary limits on the municipal tort liability established by Minnesota statutes
466.04.

Approved by the Housing and Redevelopment Authority in and for the City of
Richfield, Minnesota this 15th day of June 2009.

Suzanne M. Sandahl, Chair

ATTEST:

Joan Helmberger, Secretary



AGENDA ITEM # 4

REPORT # 24
__dl STAFF REPORT
RICHIIELD HOUSING AND REDEVELOPMENT
AUTHORITY MEETING
JUNE 15, 2009

KAREN BARTON, COMMUNITY
DEVELOPMENT ASSISTANT DIRECTOR

© NAME, TITLE

KAREN BARTON, COMMUNITY
DEVELOPMENT ASSISTANT DIRECTOR

REPORT PREPARED BY:

REPORT PRESENTER:

NAME, TITLE

DEPARTMENT DIRECTOR REVIEW:

REVIEWED BY EXECUTIVE DIRECTOR T

ITEM FOR HRA CONSIDERATION: .
Consideration of a Rehabilitation Assistance Loan Agreement between the Housing and
Redevelopment Authority and Jean Bolin and Benjamin Westerman for the purchase of 7239
Queen Avenue through the Foreclosure Purchase Incentive Program.

RECOMMENDED ACTION:
By Motion: Approve the attached Foreclosure Purchase Incentive
Program Rehabilitation Assistance Loan Agreement between the
Housing and Redevelopment Authority and Jean Bolin and Benjamm
Westerman for the purchase of 7239 Queen Avenue.

II. = BACKGROUND
In an effort to return foreclosed and vacant homes to owner-occupancy and reduce
the associated blighting effects, the Housing and Redevelopment Authority (HRA)
allocated $150,000 for the Foreclosure Purchase Incentive Program (FPIP) for
2009. On March 16, 2009 the HRA approved guidelines for the program. The
purpose of the program is to encourage the return of foreclosed and vacant single-
family homes to owner-occupancy as quickly as possible. Prospective buyers who
homestead the property are eligible for either a $10,000 down-payment assistance
loan or a $15,000 rehabilitation assistance loan. Both loans are deferred and will be
forgiven after five years of owner-occupancy.

06152009 FPIP 7239 Queen - Bolin.doc



Ms. Jean Bolin and Mr. Benjamin Westerman have submitted an FPIP application

for rehabilitation assistance for the purchase of 7239 Queen Avenue. The home is
vacant and foreclosed. Ms. Bolin’s and Mr. Westerman’s purchase offer has been
accepted and their closing date is scheduled for June 29, 2009.

Ms. Bolin and Mr. Westerman are in agreement with the terms of the Rehabilitation
Assistance Loan Agreement and have signed the Agreement. Ms. Bolin and Mr.
Westerman have submitted a rehabilitation plan for the use of the FPIP to install a
new furnace and central air-conditioning, replace the water heater, insulate the
crawl space, replace storm windows and doors, replace kitchen cabinets and
flooring, and address other point-of-sale inspection requirements. The total cost of
the above improvements is estimated to be $15,000.00.

Staff has reviewed Ms. Bolin’s and Mr. Westerman’s FPIP application and has
determined it meets all HRA FPIP loan requirements. Staff is therefore
recommending approval of Ms. Bolin’'s and Mr. Westerman’s Rehabilitation
Assistance Loan Agreement for the purchase of 7239 Queen Avenue.

ITII. BASIS OF RECOMMENDATION
A. PoLICY
o The stated goals of the FPIP loan program are to:

o Eliminate the blighting influence of foreclosed, vacant housing,
thus stabilizing and improving residential neighborhoods; and
to

o Off-sets costs associated with deferred maintenance and
property damage associated with foreclosure and vacancy.

B.  CRITICAL ISSUES
o Foreclosed homes affect the stabilization of neighborhoods and
property values.
) Ms. Bolin’s and Mr. Westerman'’s application meets the FPIP loan
requirements as outlined in the FPIP Procedural Guidelines.
C. FINANCIAL
. Funds have been budgeted in the HRA’s 2009 Budget for this activity.
D. LEGAL .
° Ms. Bolin and Mr. Westerman have signed the FPIP Rehabilitation
Assistance Agreement.
IV. ALTERNATIVE RECOMMENDATION(S)

o Do not approve the execution of the Agreemeht.



V. ATTACHMENTS

J Foreclosure Purchase Incentive Program Rehab Assistance Loan Agreement
. Photo of 7239 Queen Avenue

VI. PRINCIPAL PARTIES EXPECTED AT MEETING

° Ms. Jean Bolin







FORECLOSURE PURCHASE INCENTIVE PROGRAM
REHABILITATION LOAN
AGREEMENT

Between

THE HOUSING AND REDEVELOPMENT AUTHORITY .
IN AND FOR THE CITY OF RICHFIELD, MINNESOTA

and
BENJAMIN WESTERMAN AND JEAN BOLIN

at

7239 QUEEN AVENUE SOUTH
RICHFIELD, MN 55423

This Instrument Drafted by:

Richfield Housing and Redevelopment Authority in and for the City of Richfield
6700 Portland Avenue South

Richfield, MN 55423

(612) 861-9760
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AGREEMENT

THIS AGREEMENT, made and entered into as of this 15" day of June, 2009 by and
between the Housing and Redevelopment Authority in and for the City of Richfield, a public
body corporate and politic under the laws of the State of Minnesota, having its principal office at
6700 Portland Avenue, Richfield, Minnesota (HRA) and Benjamin R. Westerman (single) and
Jean A. Bolin (single) (Buyer).

WITNESSETH:

WHEREAS, the City of Richfield (City) and the HRA have previously created and
established a Redevelopment Project (Project) and Tax Increment Financing District (TIF
District) pursuant to the authority granted in Minnesota Statutes, Sections 469.001 through
469.047 and Sections 469.174 through 469.179 (collectively, the Acts); and

WHEREAS, pursuant to the Acts, the City and the HRA have previously adopted a
‘redevelopment plan (Redevelopment Plan) and a tax increment financing plan (TIF Plan) to
finance all or a portion of the public development costs of the Project; and

WHEREAS, in order to achieve the objectives of the Redevelopment Plan and TIF Plan
as hereinafter defined and particularly to make specified land in the Project available for
development by private enterprise for and in accordance with the Redevelopment Plan, the HRA
has determined to provide substantial aid and assistance to finance public development costs in
the Project; and

WHEREAS, the HRA has become concerned that within the Project there is an
increasing number of homes which have been foreclosed and are standing vacant, and, in many
cases are not being adequately secured or maintained; and :

WHEREAS, under such circumstances, the properties themselves are subject to
deterioration; and the entire neighborhood is subject to the impacts caused by such conditions;
and

WHEREAS, the HRA, in recognition of the need to provide decent, safe and sanitary
housing in the community has established a deferred loan program which is designed to provide
assistance to individuals who are acquiring and doing rehabilitation to foreclosed properties
within the Project, and in furtherance of the goals and objectives of the plan for the Project; and.

WHEREAS, the Buyer has proposed a development as hereinafter defined within the
Project which the HRA has determined will promote and carry out the objectives for which the
Project has been undertaken, will assist in carrying out the obligations of the Redevelopment
Plan and TIF Plan, will be in the vital best interests of the City and the health, safety and welfare
of its residents and is in accord with the public purposes and provisions of the applicable state
and local laws and requirements under which development in the Project has been undertaken
and is being assisted.



NOW, THEREFORE, in consideration of the mutual covenants and obligation of the

HRA and the Buyer, each party does hereby represent, covenant and agree with the other as
follows: '

ARTICLE L.

DEFINITIONS, EXHIBITS, RULES OF INTERPRETATION

Section 1.1. Definitions. In this Agreement, the following terms have the meaning
given below unless the context clearly requires otherwise:

(a)  City. The City of Richfield, Minnesota.

(b)  Rehabilitation Plans. Collectively, the plans, drawings and related documents
related to the Improvements, which are listed on Exhibit D.

(d)  Development. The Property and the Improvements to be constructed thereon
according to the Rehabilitation Plans approved by the HRA.

® Closing vThe date on which Buyer closes on the Purchase of the Property.

(h) Improvements. Each and all of the site improvements to be constructed on the
Property by the Buyer, as specified in the Rehabilitation Plans approved by the HRA.

()  Guidelines. The guidelines adopted by the HRA as such are applicable to the
providing of rehabilitation assistance. :

Gg) Mortgage and Holder. The term “mortgage” shall include the mortgages
referenced in Article VI of this Agreement and any deed of trust or other instrument creating an
encumbrance or lien upon the Property or any part thereof, as security for a loan. The term
“holder” in reference to a mortgage includes any insurer or guarantor (other than the Buyer) of
any obligation or condition secured by such mortgage or deed of trust.

(k)  Property. The real property legally described as:

Lot 10, Block 1, Home Acres
Located on land having a street address of:

7239‘Queeen Avenue South, Richfield, MN 55423

()] Unavoidable Delays. Delays which are the direct result of strikes, labor troubles,
fire or other casualty to the Improvements, litigation commenced by third parties which results in
delays or acts of any federal, state or local government, except those contemplated by this
Agreement, which are beyond the control of the Buyer.

Section 1.2 Exhibits. The following Exhibits are attached to and by reference made a
part of this Agreement:
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A. Form of Certificate of Completion
B. Guidelines

C. The Note and Mortgage

D. Rehabilitation Plan

Section 1.3 Rules of Interpretation.

(a) This Agreement shall be interpreted in accordance with and governed by the laws
of the State of Minnesota.

(b) The words “herein” and “hereof” and words of similar import, without reference
to any particular section or subdivision refer to this Agreement as a whole rather than any
particular section or subdivision hereof.

(©)  References herein to any particular section or subdivision hereof are to the section
or subdivision of this Agreement as originally executed.

(d) Any titles of the several parts, articles and sections of this Agreement are inserted
- for convenience and reference only and shall be disregarded in construing or interpreting any of
its provisions.

ARTICLE II.
REPRESENTATIONS AND UNDERTAKINGS

Section 2.1 By the Buyer. The Buyer makes the following representations and
undertakings:

(a) The Buyer has the legal authority and power to enter into this Agreement and has
duly authorized the execution, delivery and performance of this Agreement;

(b)  The Buyer has the necessary equity capital or will obtain commitments for
financing the necessary for acquisition of the Property and construction of the Improvements;

(©) The Buyer will construct the Improvements in accordance with the terms of this
Agreement and all local, state and federal laws and regulations;

(d) The Buyer will obtain, in a timely manner, all required permits, licenses and
approvals, and will meet, in a timely manner, the requirements of all local, state and federal laws
and regulations which must be obtained or met before the Improvements may be constructed; and

(e) The plans for the Improvements have been prepared by a qualified draftsperson or
architect, or other person acceptable to the HRA, as appropriate. If the proposed improvements
do not require a plan to be prepared, buyer agrees to submit a detailed list of the proposed
1mprovements to the Property, detailing the project and materials.




d-(,

63) Buyer intends to reside at the Property following the Closing and to use the same
as Buyer’s principal residence; and is not acquiring the Property for the purpose of resale or
speculation.

Section 2.2 By the HRA. The HRA makes the following representatmns as the basis for
the undertaking on its part herein contained:

(a) The HRA is authorized by law to enter into this Agreement and to carry out its
obligations hereunder; and

N\

(b)  The HRA will, in a timely manner, subject to all notification requirements, review
and act upon all submittals and applications of the Buyer and will cooperate with the efforts of
Buyer to secure the granting of any permit, license, or other approval required to allow the
construction of the Improvements.

'ARTICLE II.
ACQUISITION OF PROPERTY; CONVEYANCE TO BUYER

Section 3.1 Purchase of Property by Buyer. The Buyer has, or will utilize its best
efforts to enter into a binding agreement to purchase the Property. Upon determination by the
HRA that Buyer has entered into a binding purchase agreement for the purchase of the Property,
~ the HRA will deliver to Buyer the Note described in Section 5.1. If no binding purchase
agreement is entered into within 15 days from the date of this Agreement, either the HRA or the |
Buyer may declare this Agreement null and void, and the parties will thereby be released from
any further obligation hereunder.

Section 3.3 Closing. Closing must take place on or before September 14, 2009,0r such
other date as may be agreed to by the Buyer and HRA in writing. At Closing, the Buyer will
- provide the HRA with a mortgage in recordable form (and pay for the cost of recording). The
mortgage will be a first lien on the Property and will act as security for repayment of any of the
Rehabilitation Loan advanced to the Buyer in the event that construction of the Improvements is
not completed on or before the date specified in Section 4.3. The Mortgage will be in
substantially the form of the mortgage shown on the attached Exhibit C.

ARTICLE IV.
CONSTRUCTION OF IMPROVEMENTS
Section 4.1. Construction of Improvements. The Buyer shall construct the

Improvements on the Property in accordance with the Rehabilitation Plans and shall maintain,
preserve and keep the Improvements in good repair and condition.

Section 4.2. Building Plans. No building permit will be issued by the City unless the
building plans are in conformity with the Rehabilitation Plans and all local, state and federal
regulations. The HRA shall, within 25 days of receipt of Rehabilitation Plans submitted in
application for a building permit, review such Rehabilitation Plans to determine whether the

4
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foregoing requirements have been met. If the HRA determines such Rehabilitation Plans to be
deficient, it shall notify the Buyer in writing stating the deficiencies and the steps necessary for
correction. Issuance of the building permit by the City shall be a conclusive determination that
the Rehabilitation Plans have been approved and shall satisfy the provisions of this Section 4.2.

Section 4.3 Schedule of Construction. Subject to Unavoidable Delays, construction of
the Improvements shall be completed prior to November 10, 2009. All construction shall be in
conformity with the approved Rehabilitation Plans. Periodically during construction the Buyer
shall make reports in such detail as may reasonably be requested by the HRA concerning the
actual progress of construction. If at any time prior to completion of construction the HRA has
cause to believe that the Buyer will be unable to complete construction of the Improvements in
the time permitted by this Section 4.3, it may notify the Buyer and demand assurances from the
Buyer regarding the Buyer’s construction schedule. If such assurances are not forthcoming or are
deemed by the HRA at its sole discretion to be inadequate, the HRA may declare an Event of
Default and may avail itself of any of the remedies specific in Section 8.2 of this Agreement.

Section 4.4 Certificate of Completion. Promptly after notification by the Buyer of
completion of construction of the Improvements, the HRA shall inspect the construction to
determine whether the Improvements have been completed in accordance with the Rehabilitation
Plans and the terms of this Agreement, including the date of the completion thereof. In the event
that the HRA is satisfied with the construction, the HRA shall furnish the Buyer with a
Certificate of Completion in the form attached hereto as Exhibit A. Such certification by the
HRA shall be a conclusive determination of satisfaction and termination of the agreements and
covenants in this Agreement with respect to- the obligation of the Buyer to construct the
Improvements. Issunace of the Certificate of Completion shall also serve as a satisfaction of any
obligation of Buyer under the Note and Mortgage.

If the HRA shall refuse or fail to provide certification in accordance with the provisions
of this Section 4.4, the HRA shall within 15 days of such notification provide the Buyer with a
written statement, indicating ih adequate detail in what respects the Buyer has failed to complete
the Improvements in accordance with the provisions of this Agreement necessary, in the opinion
of the HRA, for the Buyer to take or perform in order to obtain such certification.

Section 4.5 Failure to Construct. In the event that construction of the Improvements is
not completed as provided in Section 4.3 of this Agreement, an Event of Default shall be deemed
to have occurred, and the HRA may proceed with its Remedies on Default under this Agreement.

ARTICLE V.
REHABILITATION LOAN

Section 5.1 Issuance of the Note. As consideration for Buyer’s covenant to construct
the Improvements, and subject to all of the conditions of this Agreement, the HRA agrees to
provide the Buyer with a Rehabilitation Loan in the amount of $15,000. Upon the Buyer
providing the HRA with evidence that Buyer has entered into a purchase agreement for the
purchase of the Property, the HRA will deliver to Buyer a promissory note in substantially the
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