Oak Park
Special Council Meeting

July 6, 2015




Mayor
Marian McClellan
Mayor Pro Tem

CITY OF OAK PARK Paul Levine
Council Members
Michael Seligsoan
OFFICE OF THE CITY CLERK Carolyn Bufns
Kiesha Speech
City Manager
Erik Tungate

NOTICE

SPECIAL COUNCIL MEETING OF THE
35" OAK PARK CITY COUNCIL
July 6, 2015
6:00 PM

Notice is hereby given that a Special City Council Meeting of the Oak Park City Council is
scheduled for July 6, 2015 at 6:00 PM and will be held in the Executive Conference Room of Oak
Park City Hall, 14000 Oak Park Blvd., Oak Park, Michigan 48237.

The purpose of the Special Meeting is to discuss the following programs:

A. Payment in Lieu of Taxes (PILOT) for Jefferson School
B. Obsolete Property Rehabilitation Act (OPRA) for Providence Green Apartments

Notice of the above meeting of the City of Oak Park is given in compliance with the Charter,
Section 7.2, and with provisions of Public Act No. 267 of 1976, as amended.

The City of Oak Park will comply with the spirit and intent of the American with Disabilities Act.
The City will provide support and make reasonable accommodations to assist people with
disabilities to access and participate in our programs, facilities and services. Accommodations to
participate at a Special Council Meeting will be made with prior notice.

Marian McClellan, Mayor

CITY HALL » 14000 Oak Park Blvd., Oak Park, M1 48237 » Ph: {248) 691-7544 « Fax: (248) 691-7167 » www.ci.oak-park.mi.us



Jefferson Oaks
CHN Jefferson LDHA LP
60 Multifamily Units

Sample Tax Summary in Oak Park
$250,000 Taxable Value (SEV)

All Taxes  City Portion

250
Operating 16.3563 4,089.08 4,089.08
Debt 6.2017 1,550.43 1,550.43
Waste 2.9531 738.28 738.28
Library 1.4914 372.85 372.85
Recreation 0.5000 125.00 125.00
Public Safety 2.0000 500.00 500.00
PS 345 6.4729 1,618.23 1,618.23
Headlee Override 1.1437 285.93 285.93
School District 40.9160 10,229.00 -
School District 1.7736 443,40 -
Admin Fee - 199.52 199.52
Total Estimate 79.8087 20,151.70 9,479.30
City Portion - 47.0%
PILOT Calculation

Calculation Non-City City Portion
Gross Rents 562,356
Less Vacancy 7% (39,365)
Less Landiord Paid Ultilities (60,312)
Less Water & Sewer (48,000)
Net Collected Rents 414,679
PILOT Percentage 10%
PILOT Payment 41,467.91 21,961.53 19,506.38

Sample Tax Estimate 6/30/2015



Jefferson Oaks

CHN Jefferson LDHA LP
60 Multifamily Units
PILOT Projections
Projected Total
Rent Total Payments
Increase PILOT Non-City City To

Year Y% Amount Portion Portion Oak Park
PILOT Approved

2015 Development Time

2016 Construction and Lease up Time
PILOT Starts
Yeari1  12/31/2017 nfa 41,468 21,962 19,506 19,506
Year2  12/31/2018 1.00% 41,883 22,181 19,701 39,208
Year3  12/31/2019 1.00% 42,301 22,403 19,898 59,106
Year4  12/31/2020 1.00% 42,724 22,627 20,097 79,204
Year5  12/31/2021 1.00% 43,152 22,853 20,298 99,502
Year6  12/31/2022 1.00% 43,583 23,082 20,501 120,004
Year 7  12/31/2023 2.00% 44,455 23,543 20,911 140,915
Year8  12/31/2024 2.00% 45,344 24,014 21,330 162,245
Year9  12/31/2025 2.00% 46,251 24,495 21,756 184,001
Year 10 12/31/2026 2.00% 47,176 24,984 22,191 206,192
Year 11 12/31/2027 2.00% 48,119 25,484 22,635 228,827
Year 12 12/31/2028 2.00% 49,082 25,994 23,088 251,915
Year 13 12/31/2029 2.00% 50,063 26,514 23,550 275,465
Year 14  12/31/2030 2.00% 51,065 27,044 24,021 299,486
Year 15 12/31/2031 2.00% 52,086 27,585 24,501 323,987
Year 16 12/31/2032 2.00% 53,128 28,137 24,991 348,978
Year 17 12/31/2033 2.00% 54,190 28,699 25,491 374,469
Year 18 12/31/2034 2.00% 55,274 29,273 26,001 400,469

PILOT Projections 6/30/2015



TO: Municipal Officials, All Sponsors and Their Attorneys
FROM:  Legal Affairs Division, Michigan State Housing Development Authority

RE: Model Tax Abatement Ordinance - Development Specific, Federally-Aided Mortgage
with LIHTC

The model tax abatement ordinance which follows is intended as a guide format to be
used by those municipalities adopting tax abatement for a specific housing that receives an allocation
of Low Income Housing Tax Credits by the Michigan State Housing Development and is financed by
a federally-aided mortgage, as defined in the State Housing Development Authority Act of 1966
(1966 PA 346). Further information on tax abatement under Section 15a of the Act (see MCL
125.1415a) may be obtained by calling the Legal Affairs Division at (517) 373-8295 during business
hours.

[insert name of municipalitv]

ORDINANCE NO.

TAX EXEMPTION ORDINANCE

ADOPTED:_ [insert date of adeption]

An Ordinance to provide for a service charge in lieu of taxes for a housing project for
low income persons and families to be financed with a federally-aided Mortgage Loan pursuant to
the provisions of the State Housing Development Authority Act of 1966 (1966 PA 346, as amended,
MCL 125.1401, et seq) (the "Act"). fthis section is required]

THE CITY/TOWNSHIP OF ([insert name of municipality and delete inapplicable reference]
ORDAINS:

SECTION 1. This Ordinance shall be known and cited as the "finsert name of municipality]
Tax Exemption Ordinance-{insert name of housing project].”

SECTION 2, Preamble,

It is acknowledged that it is a proper public purpose of the State of Michigan and its
political subdivisions to provide housing for its low income persons and families and to encourage
the development of such housing by providing for a service charge in lieu of property taxes in
accordance with the Act. The City/Township [delete inapplicable reference] is authorized by this
Act to establish or change the service charge to be paid in lieu of taxes by any or all classes of

Legal 030 LIHTC - Ordinance I
(1/2011; 12/2013)



housing exempt from taxation under this Act at any amount it chooses, not to exceed the taxes that
would be paid but for this Act. It is further acknowledged that such housing for low income persons
and families is a public necessity, and as the City/Township {delete inapplicable reference] will be
benefited and improved by such housing, the encouragement of the same by providing real estate tax
exemption for such housing is a valid public purpose. It is further acknowledged that the continu-
ance of the provisions of this Ordinance for tax exemption and the service charge in lieu of all ad
valorem taxes during the period contemplated in this Ordinance are essential to the determination of
economic feasibility of the housing projects that is constructed or rehabilitated with financing
extended in reliance on such tax exemption. [this section is required]

The City/Township [delete inapplicable reference] acknowledges that the Sponsor (as
defined below) has offered, subject to receipt of an allocation under the LIHTC Program by the
Michigan State Housing Development Authority, to construct/acquire and rehabilitate [delete
inapplicable reference], own and operate a housing project identified as _finsert name of housing
project]  on certain property located at _[insert brief description of real propertv] in the City/
Township [delete inapplicable reference] to serve low income persons and families, and that the
Sponsor has offered to pay the City/Township on account of this housing project an annual service
charge for public services in lieu of all ad valorem property taxes. [this section is required]

SECTION 3. Definitions. [this section may be modified]
A. Authority means the Michigan State Housing Development Authority.

B. Annual Shelter Rent means the total collections during an agreed annual period
from or paid on behalf of all occupants of a housing project representing rent or occupancy charges,
exclusive of Utilities. [Delete this definition if the project receives project-based Section 8 rental
subsidy]

C. Contract Rents means the total Contract Rents (as defined by the U.S.
Department of Housing and Urban Development in regulations promulgated pursuant to Section 8 of
the U.S. Housing Act of 1937, as amended) received in connection with the operation of a housing
project during an agreed annual period, exclusive of Utilities. [Delete this definition if the project
does NOT receive project-based Section 8 rental subsidy]

D. LIHTC Program means the Low Income Housing Tax Credit program
administered by the Authority under Section 42 of the Internal Revenue Code of 1986, as amended.

E. Low Income Persons and Families means persons and families eligible to move
into a housing project.

F. Mortgage Loan means a loan that is Federally-Aided (as defined in Section 11
of the Act) or a loan or grant made or to be made by the Authority to the Sponsor for the
construction, rehabilitation, acquisition and/or permanent financing of a housing project, and secured
by a mortgage on the housing project.

I

Legal 030 LIHTC - Ordinance
(1/2011; 12/2013)



G. Sponsor means [insert name of developer or proposed owner, if known] and any
entity that receives or assumes a Mortgage Loan.

H. Utilities means charges for gas, electric, waler, sanitary sewer and other utilities
furnished to the occupants that are paid by the housing project.

SECTION 4. Class of Housing Projects.

It is determined that the class of housing projects to which the tax exemption shall
apply and for which a service charge shall be paid in lieu of such taxes shall be housing projects for
Low Income Persons and Families that are financed with a Mortgage Loan. It is further determined
that _[insert name of housing project] is of this class. [this section may be modified to define the
class of housing projects that are exempt|

SECTION 5. Establishment of Annual Service Charge.

The housing project identified as _ finsert name of project] and the property on which
it isfor will be located [delete inapplicable reference] shall be exempt from all ad valorem property
taxes from and after the commencement of construction or rehabilitation. The City/Township
[delete inapplicable reference] acknowledges that the Sponsor and the Authority have established
the economic feasibility of the housing project in reliance upon the enactment and continuing effect
of this Ordinance, and the qualification of the housing project for exemption from all ad valorem
property taxes and a payment in lieu of taxes as established in this Ordinance. Therefore, in consid-
eration of the Sponsor's offer to construct/rehabilitate {delete inapplicable reference] and operate the
housing project, the City/Township agrees to accept payment of an annual service charge for public
services in lieu of all ad valorem property taxes. Subject to receipt of a Mortgage Loan, the annual
service charge shall be equal to % of the Annual Shelter Rents/Contract Rents fdelete
inapplicable reference] actually collected by the housing project during each operating year. [this
section may be modified to change the amount of the annual service charge]

SECTION 6. Contractual Effect of Ordinance.

Notwithstanding the provisions of section 15(a)(5) of the Act to the contrary, a contract
between the City/Township [delete inapplicable reference] and the Sponsor with the Authority as
third party beneficiary under the contract, to provide tax exemption and accept payments in lieu of
taxes, as previously described, is effectuated by enactment of this Ordinance. [this section is
required]

SECTION 7. Limitation on the Payment of Annual Service Charge.

Notwithstanding Section 5, the service charge to be paid each year in lieu of taxes for
the part of the housing project that is tax exempt but which is occupied by other than low income
persons or families shall be equal to the full amount of the taxes which would be paid on that portion
of the housing project if the housing project were not tax exempt. [this section is required]

Legal 03¢ LIHTC - Ordinance 3
(1/2011; 12/2013)



SECTION 8. Payment of Service Charge.

The annual service charge in lieu of taxes as determined under this Ordinance shall be
payable in the same manner as general property taxes are payable to the City/Township and
distributed to the several units levying the general property tax in the same proportion as prevailed
with the general property tax in the previous calendar year. The annual payment for each operating
year shall be paid on or before [insert date service charge is pavable | of the following year.
Collection procedures shall be in accordance with the provisions of the General Property Tax Act
(1893 PA 206, as amended; MCL 21 1.1, et seq). [this section may be modified 1o specify the date on
which payments are due and how payments are to be made or collected]

SECTION 9. Duration.

This Ordinance shall remain in effect and shall not terminate so long as a Mortgage
Loan remains outstanding and unpaid and the housing project remains subject to income and rent
restrictions under the LIHTC Program. [this section may be modified to change the duration]

SECTION 14. Severability.

The various sections and provisions of this Ordinance shall be deemed to be severable,
and should any section or provision of this Ordinance be declared by any court of competent
jurisdiction to be unconstitutional or invalid the same shall not affect the validity of this Ordinance
as a whole or any section or provision of this Ordinance, other than the section or provision so
declared to be unconstitutional or invalid. [this section is required]

SECTION 11. Inconsistent Ordinances.

All ordinances or parts of ordinances inconsistent or in conflict with the provisions of
this Ordinance are repealed to the extent of such inconsistency or conflict. [this section is required]

Section 12. Effective Date.

This Ordinance shall become effective on _[insert effective date] , as provided in the
City/Township [delete inapplicable reference] Charter.

TOWNSHIP/CITY CLERK
[delete inapplicable reference]

Legal 030 LIHTC - Ordinance 4
(1/2011; 12/2013)
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Jefferson Oaks Executive Summary

I. Project Description and Purpose

Community Housing Network, Inc. (CHN)} proposes a nearly $15.8 million investment in
Oak Park with the conversion of the Jefferson School property into the Jefferson QOaks - a
mixed-income development consisting of 60 one- to —four bedroom units. All of the units
will remain affordable, meaning rent is based on income, for a minimum of 15 years. This
provision, guaranteeing safe and secure housing for all participating residents, is made
possible through a combination of Housing Tax Credits and private equity investment.

21 of the units will be set aside for supportive housing with project based rental
assistance, These units will target individuals with special needs and individuals who are
homeless, as defined in the Michigan State Housing Development Authority (MSHDA) Low
Income Housing Tax Credit (LIHTC) program guidelines. CHN will coordinate supportive
services to help the tenants of the special needs units achieve greater levels of self-
sufficiency. Eight of the units will be barrier free.

Substantial redevelopment of the former Jefferson School property is a prime opportunity
to add mixed-income housing for working class families to the area. This substantial
rehabiiitation of the property and new construction of townhomes will renew this site's
purpose in the community, creating a vibrant neighborhood and providing needed housing
and community space for years to come.

II. Project Location

The proposed Jefferson Oaks will be located on the site of the Jefferson Schoel in Oak Park
at 22001 Republic. The site is conveniently located near 9 Mile Road, close to Oak Park’s
community amenities such as medical facilities, educational facilities, retail stores, banks,
places of worship, civic facilities, and parks. The site is also adjacent to Ferndale and its
amenities. There are also two bus stops on 9 Mile Road within a block of the site for
SMART route 710, providing convenient access to transportation for residents.

III. Tenants Served

Jefferson Oaks will serve low- to moderate-income households and individuals (between
30-60% of the Area Median Income), and will include units designated for supportive
housing. From previous experience developing tax credit properties, CHN anticipates a
large percentage of the tenants will be working class families, and that the new residents
will include a total of 80 school-aged children. A tenant council, which is similar to a block
club, will be formed to encourage resident involvement and engagement in both the
Jefferson Oaks development and the greater community.

IV. Project Cost
The Jefferson Oaks development project carries a total development cost of $15,783,900.
The following is the breakdown of the projected expenditures:

Acquisition $500,000
Construction $11,726,000



Professional, Developer Fees, Soft Costs $2,312,600

Financing & Syndication Costs $560,300
Start-Up Costs, Reserves & Escrows $685,000
TOTAL $15,783,900

V. Economic Impact

Utilizing the rule of proportionality and the estimated local economic impact from the 2010
National Association of Home Builders report, the following local economic impact is
expected from the proposed Jefferson Oaks development under normal economic
conditions:

Estimated one year local impact:
*  $4.74 million in local income

* $496,200 in taxes and other revenue for local governments
» 73 local jobs - where one reported job represents enough work to keep one
worker employed full-time for one year

Estimated annually recurring impacts:
e $1.44 million in local income

« $264,600 in taxes and other revenue for local governments
* 18 local jobs — where one reported job represents enough work to keep on
worker employed full-time for a year on an annually recurring basis

The results indicate the creation of a total of 73 one year (temporary) local jobs, and 18
annually recurring (permanent) local jobs.

V. Developer Description

Community Housing Network, Inc. (CHN) is a 501(c)(3) organization serving residents of
Southeast Michigan. CHN'’s mission is to be passionate advocates devoted to providing
homes for people in need and access to resources to create sustainable communities. The
organization strives to create opportunities that provide greater affordable housing choice
for people living on low- and moderate-incomes, and people with disabilities in particular.
This is achieved through the development of affordable housing programs, informational
resources, community collaboration, and advocacy.

Since its inception, CHN has developed 786 units of affordable housing for people in need.
CHN has been able to accomplish this by accessing a variety of public and private funding
from sources such as MSHDA, Federal Home Loan Bank of Indianapolis and Cincinnati,
Oakland and Macomb County HOME funds, Low Income Housing Tax (LIHTC) Credits, and
HUD Section 811. CHN just broke ground on its largest development to date, a $11 million
LIHTC project to construct 48 townhome-style units of affordable housing in Eastpointe.

VII. Development Team

The development team will include O’Brien Construction and Fusco, Shaffer, & Pappas,
Inc. CHN has been working with both companies since 2007 and each is highly
experienced in large multi-family developments. O'Brien Construction was founded in
1962 and has an excellent reputation for high quality work, meeting budgets and
completing projects as scheduled. Fusco, Shaffer & Pappas, Inc. was founded in 1963 and
provides a full line of professional architectural services, with specialized experience in
historic preservation and multi-family housing,
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- Leroy Street and Republic Avenue -

Dear Neighbor,

You may have heard about a new affordable housing development that Community Housing
Network is planning for Cak Park. We would like to take a few minutes to let you know a little bit about the
Jefferson Oaks Townhomes and answer questions that you may have. You may be wondering what type
of people will be living in the new development and how that will impact your community.

Why affordable housing? Why here?

Finding decent affordable housing is a real problem faced by folks at all income levels. Imagine
spending nearly half of your paycheck each month on housing expenses. Unfortunately, due to our
current housing and job markets, many working Oak Park residents are spending way more on housing
than what is considered to be affordable. In fact, 55.6% of households that rent in Oak Park spend 30% or
more of their gross income on rent - and that doesn't even include utilities. Families spending this much
on housing may have difficulty affording other necessities such as food, clothing, transportation and
medical care.

But even if a home is affordable, that doesn't mean that it is a place you would want to live.
Substandard and crumbling houses are something we are all toc familiar with. In today’s environment,
finding quality housing that is safe and secure and fits within your family’s budget can be a huge stressor
and a seemingly never ending search.

Who will be the new neighbors at Jefferson Oaks?

Some people may think that residents in the Jefferson Oaks Townhomes will live off of welfare and
not be productive, working members of the community. That is not the case. The Jefferson Oaks
Townhomes will be made available only to those actively working to make the best possible life for
themselves and their families. Residents at Jefferson Oaks must pay rent each month and pass criminal
and credit background checks. The Jefferson Oaks Townhomes are available to households with incomes
as high as $40,620". This means that these affordable homes are intended for current and future Oak
Park residents who will contribute to the success of the community, including teachers, healthcare support
workers, police and security workers, construction and maintenance workers, firefighters, food service
workers, and small business owners. The Jefferson Oaks Townhomes are intended to support
hardworking people who may be overly burdened by their housing costs.

*For a family of four



What about Supportive Housing?

Because some of our citizens have fallen on harder times than others, 21 of the 60 units will be
designated as Supportive Housing units, meaning that they will be reserved for people with special needs.
These could include people with disabilities, survivors of domestic violence, or people who are homeless
due to foreclosure, long-term medical condition, or reduced job opportunities. These units are critical for
the growth of our communities because they combine safe, affordable housing with the extra support that
some of our most vulnerable citizens need to get back on their feet.

What about crime and safety?

You may be concerned that the new development may attract criminal activity or introduce more
crime into the neighborhood. In Jefferson Oaks, there is a zero tolerance policy regarding criminal activity
in the tenant selection process as well as onsite. The new development will be well lit at night and have
onsite management. From our experience working in housing development, we have found that quality,
family-focused housing actively discourages crime. We believe that these townhomes will be a vast
improvement over a vacant school and will reinvigorate the surrounding neighborhood.

Tell me a little bit more about the Jefferson Oaks Townhomes...

Jefferson Oaks represents a nearly $15.8 million investment in the City of Oak Park that will create
an estimated 73 temporary local jobs during construction and 18 permanent local jobs. It will feature 60
one- to four-bedroom apartment and townhome-styie units and will be available to residents that earn up
to $40,620*. These units are designed for individuals and families who bath work in the community and
make the community work. Jefferson Oaks will have an onsite property management office, leasing office,
and a community room. With these resources readily available to tenants, CHN can assure that
maintenance and tenant issues are addressed promptly.

Who is Community Housing Network?

Community Housing Network's mission is to provide housing resources and opportunities for
people at all stages along the housing spectrum. From providing resources and guidance to those
experiencing homelessness to helping families purchase their first home, CHN aims to help everyone
improve their housing and financial situation. CHN has been providing housing resources for individuals
and families facing housing instability in Oakland County for over 14 years. CHN partners with numerous
local organizations to coordinate services in the community, and we maintain long-term commitments to
both our partners and the communities where we work. Jefferson Oaks Townhomes is a long-term
commitment for CHN, and we are excited to continue our work in Oak Park. To learn more about the work
that CHN does, please visit www.communityhousingnetwork.org.

Decent, safe, and affordable housing is one of our most basic needs. With that in place, people
can focus on other aspects of their lives, whether it is raising children, pursuing education, or career
advancement. These are the things that help communities to grow.

Sincerely,

Marc Craig
President
Community Housing Network

*For a family of four



About Community Housing Network, Inc.

Community Housing Network, Inc. (CHN} is a 501(c)(3) organization serving residents
of Southeast Michigan. CHN's mission is to be passionate advocates devoted to
providing homes for people in need and access to resources to create sustainable
communities. The organization strives to create opportunities that provide greater
affordable housing choice for people living on low- and moderate-incomes, and people
with disabilities in particular. This is achieved through the development of affordable
housing programs, informational resources, community collaboration, and advocacy.

CHN opened its doors in 2001 with funding from Oakland County Community Mental
Health Authority. At that time, CHN was charged with providing property management
for housing for people with disabilities, creation of a Housing Resource Center, and
development of additional affordable housing opportunities for people with disabilities.
Since then, CHN has grown rapidly into a $14 million agency with 78 passicnate staff
who provide services that work to create a more stable and vibrant region. The
organization is led by a fourteen member Board of Directors comprised of both
community members and CHN program participants. CHN has a strong cash position
and the capacity to undertake a large development projects and meet the necessary
guarantees.

Since its inception, CHN has developed 786 units of affordable housing for people in
need. CHN has been able to accomplish this by accessing a variety of public and
private funding from sources such as MSHDA, Federal Home Loan Bank of Indianapolis
and Cincinnati, Oakland and Macomb County HOME funds, Low Income Housing Tax
(LIHTC) Credits, and HUD Section 811. CHN just broke ground on its largest
development to date, a $11 million LIHTC project to construct 48 townhome-style units
of affordable housing in Eastpointe.

CHN's other accomplishments include:

s Being the largest provider of permanent supportive housing, an evidence-based
practice, in Oakland and Macomb counties, providing 411 units of supportive
housing to formerly homeless individuals and households. Overall, 83% of
program participants in the CHN Leasing Assistance Program successfully meet
their HUD goal of remaining stably housed for six months or longer.

» Developing 786 units of affordable housing for people in need

* Promoting community engagement for our residents through proven community
revitalization activities such as construction of community gardens, community
newsletter distribution, resident social gatherings, and neighborhood safety
initiatives

* Being named a Detroit Free Press Top 100 Workplace in 2012, 2013, and 2014
and a Crain's Detroit Cool Place to Work in 2012 and 2014 (Crain's survey not
offered in 2013)

« Being led by recipients of the prestigious Oakland County Leader of Leader
Awards from Leadership Oakland; Marc Craig, president, received the award in



2014 and Kirsten Elliott received the award in 2015.

« Being designated the Housing Assessment Resource Agency for Oakland
County by the Alliance for Housing, the local collaborative body of housing
service agencies, meaning CHN coordinates housing stabilization services
county-wide

¢ Being named 2013 Homeownership Counseling Program Agency of the Year by
the Michigan State Housing Development Authority (MSHDA)

¢ Being named the 2013 Host Site of the Year by the Community Economic
Development Association of Michigan (CEDAM) and the AmeriCorps Michigan
Foreclosure Prevention Corps

e Serving 2,527 individuals in 1,200 families through the Homeless Prevention and
Rapid Re-Housing Program between 2009 and 2012. Many of the tools and
policies CHN created for HPRP were considered best practice and utilized
beyond our local community, including statewide implementation of the
screening/assessment tool CHN created.

All of these activities reflect CHN's organizational purpose of providing homes and
access to resources for the most vulnerable members of our communities.
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Grafton Townhomes
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Location: Eastpointe, Michigan

Development: 48 two- and three-bedroom townhome style
rental units. 12 units reserved for supportive
housing.

Development Cost: $11 million

Funding Source:  Low Income Housing Tax Credits

Completion Date:  Anticipated Spring 2016




Unity Park Rentals

Location:

Development:

Development Cost:
Funding Source:

Completion Date:
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Unity Park in Pontiac, Michigan

32 two-four bedroom single family residential
lease-to-purchase homes. 8 homes reserved
for supportive housing.

$9 million

Low Income Housing Tax Credits

January, 2015




HUD 811 Developments

Location: Scattered Sites in Oakland & Wayne counties,
Michigan

Development: 14 three-bedroom single family residential
rental homes for people with disabilities.

Development Cost: $5.9 million
Funding Source:  HUD Section 811

Completion Date: 2010 - 2014




Location:

Development:

Development Cost:

Funding Source:

Completion Date:
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Unity Park in Pontiac, Michigan

6 three-bedroom single family residential
homes. Sold to qualifying homeowners at or
below 120% of the Area Median Income

$1.4 million

Neighborhood Stabilization Program 2

2013



HOME Developments

Location:

Development:

Development Cost:
Funding Source:

Completion Date:

Oak Park and Holly, Michigan

4 single family residential homes. Acquired,
renovated and sold to qualifying homeowners
at or below 80% of the Area Median Income
$650,000

Oakland County HOME Funds

2015




Palmer Pointe Townhomes

TOWNHOMES

Location: Pontiac, Michigan

Development: 24 two and three-bedroom rental
townhomes. 9 homes reserved for
supportive housing.

Development Cost: $5.5 million

Funding Source: Low Income Housing Tax Credits

Completion Date: 2012
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AKER TILLY

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Community Housing Network, Inc. and Affiliales
Troy, Michigan

We have audited the accompanying combined financial statements of Community Housing Network, Inc,
and Affiliates (the "Community Housing Network, Inc.”), which comprise the combined statements of
financial position as of Seplember 30, 2014 and 2013, and the related combined statements of
activities, functional expenses and cash flows for the years then ended, and the relaled notes to the
combined financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these combined financial
statements in accordance with accounting principles generally accepted in the United States of America:
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of combined financial statements that are free from material misstatement, whether
due lo fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our audits.
Wae conducled our audits in accordance with auditing standards generally accepted in the Unlled States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those slandards require that we plan and perform
the audits to obtain reasonable assurance about whether the combined financial statements are free from
material misstatement. The financial statements of the affiliates, Independent Choice Non-Profit Housing
Corporation, Midwest Resource Pariners, LLC, Oakland Mousing Partners, [nc., Oakland Housing
Partners |, Inc., Oakland Housing Partners IlI, Inc., Macomb Innovative Development Group, Inc., CHN
Unity Park Il Limited Dividend Housing Association Limited Partnership, and CHN Grafton Limited
Dividend Housing Association Limited Partnership, were not audited in accordance with Government
Auditing Standards.

An audit involves performing procedures to oblain audit evidence about the amounts and disclosures in
the combined financial statements. The procedures selected depend on the auditors’ judgment, including
the assessment of the risks of material misstatement of the combined financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internat control relevant to the
entity's preparation and fair presentation of the combined financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entily's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
combined financial statements.

y A cAdwiri T | bR L
BAKER TILLY Page 1
INTERNATIONAL An Affirmatiee Action Equal Opportuniey Employer



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the combined financial statements referred to above present fairly, in all material respects,
the combined financial position of the Community Housing Network, Inc. as of

September 30, 2014 and 2013, and the changes in its net assels and its cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the combined financial statements as
a whole. The accompanying supplemental information for Community Housing Network, Inc. only, shown
on pages 27 to 31, including the Schedule of Expenditures of Federal Awards" as required by Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations is presented for purposes of additional analysis and is not a required part of the combined
financial statements. Such information is the responsibility of management and was derived from and
relates directly lo the underlying accounting and other records used to prepare the combined financial
slatements. The information has been subjected to the auditing procedures applied in the audit of the
combined financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the combined
financial slatements or to the combined financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated, in all material respects, in relation to the combined financial statemenis as
a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our reports dated December 15,
2014 on our consideration of Community Housing Network, Inc.'s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of those reports is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. Those reporls are an integral part
of an audit performed in accordance with Government Auditing Standards in considering Community
Housing Network, Inc.'s internal control over financial reporting and compliance.

Bakn Tilly Uunshms b 1P

Southfield, Michigan
December 15, 2014

Page 2



COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

COMBINED STATEMENTS OF FINANCIAL POSITION
As of September 30, 2014 and 2013

ASSETS
2014 2013
CURRENT ASSETS
Cash and cash equivalents $ 3337677 & 2,731,171
Accounts receivable, net 510,286 344,668
Grants recelvable 118,439 309,660
Cost seitlement receivable - 215
Prepaid expenses 178.920 180,510
Total Current Assets 4,145,322 3,566,224
PROPERTY AND EQUIPMENT, NET {Note 4) 5,596,467 4.978.807
OTHER ASSETS
Assels held under memorandum of understanding (Note &) 89,072 115,484
Loan costs, net of accumulated amortization of $14,922 and $13,037 41,628 43,513
Deposits and other 11,623 11,623
Investments in limited partnerships {Note 3) 32,600 12,500
Accounts receivable Jong term 31,700 31,700
Note receivable - related party (Note 2) 480,130 465,000
Predevelopment costs (Note 13} 306,566 158,612
Total Other Assets 993,319 839,432
TOTAL ASSETS 10,735,108 9.384 463
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current malurities of long-term debt (Note 8) $ 116,863 3 108,998
Accounts payable 133,258 69,287
Cost settlement payable 76 -
Accrued expenses 402,263 394,471
Deposils and advances held 98,000 28,000
Deferred revenue 597,743 679,204
Total Current Liabilities 1.348.203 1,279,960
LONG-TERM LIABILITIES
Long-term debt - net of current portion (Nole B) 4,265,489 4,315,441
Forgivable loans/grants {Nate 10) 2,063,500 1,564,500
Charitable gift annuity {Nole 3) 12,315 13,061
Refundable advance (Note 6) 89,072 115,484
Total Long-Term Liabilities 6,430,376 6,008.486
Total Liabilities 7,778,579 7,288,446
NET ASSETS
Unrestricted 2,877,574 2,070,857
Temporarily restricted 78,955 25,160
Total Net Assets 2,956,529 2,006,017
TOTAL LIABILITIES AND NET ASSETS 10735108 §_ 9,384,463

See accompanying notes to combined financial slalements.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

COMBINED STATEMENTS OF CASH FLOWS
For the Years Ended September 30, 2014 and 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustmants {o reconcile change in nel assets to net
cash flows from operating activities

Depraciation and amortization

Accrued Interest- note receivable

Changes in assets and liabilities
Accounts receivable
Grants receivable
Cost settliement receivable
Prepaid expenses
Assets held under memorandum of understanding
Deposits and other
Predevelopmenl cosls and note receivable
Accounls payable
Cost setllement payable
Accrued expenses
Deferrad revenue
Refundable advance

Net Cash Flows from Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures
Investment in partnerships
Net Cash Flows from Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on long-term debt and charitable gift annuity
Proceeds from long-term debt and forgivable loans/grants
Change in depaosils and advances held
Net Cash Flows from Financing Aclivities

Net Change in Cash and Cash Equivalents
CASH AND CASH EQUIVALENTS - Beginning of Year

CASH AND CASH EQUIVALENTS - END OF YEAR

Supplemental cash flow disclosures
Cash paid for interest

2014 2013

$ 860,512 § 566,822
236,577 212,728
{15,130) -
(165,618) (66,879)
191,221 (38,857)

215 86

1,580 (2,574)

26,412 3,831

. 6,000

(146,954) (271,254)
63,972 7,803

76 .

7,792 85,162
(81,461) 124,332
{26,412) (3.831)
952,792 623,360
(852,353) (1,314,930)

_ (20100} __ -
__ (872453) __ (1,314,930)
(110,517) (99,232)
566,684 1,296,222
70,000 .
526,167 1,196,990
606,506 505,429
2,731,171 2225742

$ 3337677 §_ 2731171
§ 271871 § 257,015

See accompanying notes to combined financial statements,
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 1 - Summary of Significant Accounting Policies

Nature of Activities

Community Housing Network, Inc. ("CHN"), Independent Choice Non-Profit Housing Corporation
("Independent Choice") and Midwest Resource Partners, LLC ("Midwest") are community economic
development organizations that promote the economic self-sufficiency and inclusion of people with special
needs and people of moderale, low, or very low income in their communities through home ownership and
access to affordable, desirable housing opportunities and other community resources. Currently, CHN, a
501(c)}(3) tax-exempt corporation, operates programs in several counties in Southeast Michigan.
Independent Choice, also a 501(c)(3) tax exempt corporation, was formed for the purpose of providing, in
the form of individual residences, affordable rental housing for people with disabilities in Southeast
Michigan. Midwest, a single member LLC, with CHN as the single member, is a for-profit entity that
performs services for entities, individuals with disabilities and others in areas including, but not limited to,
property and asset management, housing resources and lease maintenance. Oakland Housing Partners,
inc. ("OHP"), Oakland Housing Partners Il, Inc. ("OHP II"}, Cakland Housing Partners I, Inc. {("OHP III")
and Macomb Innovative Development Group, Inc. (*"MIDG") are wholly owned for-profit subsidiaries of
CHN that serve as the general partners for low income housing tax credit limited partnerships. CHN Unity
Park Il Limited Dividend Housing Association Limited Partnership ("Unity Park II") and CHN Grafton
Limiled Dividend Housing Association Limited Partnership (*Grafton") are entities created to partner with
CHN in low income housing tax credit projects in Southeast Michigan. CHN and OHP |ll are the partners
in Unity Park Il at September 30, 2014 and 2013. CHN and MIDG are partners in Grafton at September
30, 2014.

Principles of Presentation

The accompanying combined financial statements include the accounts of CHN and Independent Choice,
entities under common management. Midwest, OHP, OHP II, OHP iil, MIDG, Unity Park It and Grafton
are 100% owned by CHN,; therefore, the activity of those entities has been consolidated with CHN before
combining with Independent Choice. The entities are colleclively referred to as the "Organizalion", unless
otherwise noted. Significant activity and balances between the entities have been eliminated.

Cash and Cash Equivalents

The Organization defines cash and cash equivalents as highly liquid, short-term investments with a
maturity at the date of acquisition of three months or less.

The Department of Housing and Urban Development (HUD) requires separate cash accounts for each
federal contract. The total amount of HUD cash balances included in cash and cash equivalents as of
Seplember 30, 2014 and 2013 are $24,343 and $120,276, respectively,

The Organization maintains its cash and cash equivalent balances primarily in area banks. Cash deposits
are insured up to $250,000 per bank by the Federal Deposit Insurance Corporation ("FDIC"). The
Organization may at times have balances lhat exceed the FDIC limit; the Organization has not
experienced any losses in such accounts and believes it is not exposed to significant credit risk related to
its cash and cash equivalents.

Page 8



COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 1 - Summary of Significant Accounting Policies (cont.)

Accounts and Grants Receivable

Accounts and grants receivable have been adjusted for all known uncollectible accounts. On a periodic
basis, the Organization evaluates its accounts and grants receivable and establishes an allowance for
doubtful accounts, when deemed necessary, based on past collsction history and current credit
conditions. An allowance of $5,100 was deemed necessary as of September 30, 2014 and 2013, When
management determines that a receivable is uncoliectible, the balance is charged against the allowance
account.

Note Receivable

The note recelvable is stated at the unpaid principal balance plus accrued interest less an allowance for
note losses. Interest on the note is credited to income when earned. A note is considered past due if all
principal and interest payments are not paid as of the maturity date of the note. The allowance for nole
losses is maintained at a level which, in management's judgment, is adequate to absorb credit losses
inherent to the note receivable.

Management considers a nole impaired when based on current information or factors (such as payment
history, value of collateral, and assessment of customer's current creditworthiness), it is probable that the
principal and interest payments will not be collected according to the note agreement. Management does
not consider this note impaired.

The amount of the allowance is based on management’s evaluation of the collectability of the note
including the nature of the note, credit concentrations, trends in historical data, economic conditions, and
other risks inherent {o the note. If needed, the allowance is increased by provision for losses, which is
charged to expense, and reduced by charge offs, net of recoveries. Management has determined that the
nole receivable is fully collectible and therefore no allowance is recorded as of September 30, 2014 and
2013,

A note is placed on nonaccrual status when management determines, after considering economic and
business conditions and collection efforis, that the note is impaired or collection of interest is doubtful.
Uncollectible interesl previously accrued is charged off, or an allowance is established by a charge to
interest income. Interest income on nonaccrual loans is recognized only to the extent that cash payments
are received.

Properiy and Equipment

Property and equipment are stated at cost if purchased or fair value at date of the gift if donaled. All
acquisitions of property and equipment in excess of $5,000 and all expenditures for improvements and
betterments that materially prolong the useful lives of assets are capitalized. Mainlenance, repairs, and
minor improvements are expensed as incurred. When assets are retired or otherwise disposed of, their
costs and related accumulated depreciation are removed from the accounts and resulting gains or losses
are included in the combined statements of activities.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 1 - Summary of Significant Accountlng Policies (cont.)

Marketable Securities

Marketable securities are reported on the combined statement of financial position as assets held under
memorandum of understanding and are stated at fair value hased on quoted market prices. Investment
gains or losses and unrealized gains or losses are included in the combined statement of aclivities as
increases or decreases in unrestricted net assets, unless the income or loss is restricted by donor or law,

Impairment of Long-Lived Assels

The Organization reviews long-lived assets, including property and equipment and intangible assets, for
impairment whenever events or changes in business circumstances indicale that the carrying amount of
an asset may not be fully recoverable. An impairment loss would be recognized when the estimated
future cash flows from the use of the asset are less than the carrying amount of that asset. To date, there
have been no such losses.

Deferred Revenue

The Organization receives grants from local, state and federal sources that are considered exchange
transactions. The Organization records deferred revenue when the grants are received and recognizes
the revenue when the terms of the grant are completed.

Net Assets

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-
imposed restrictions. Accordingly, net assets of the Organization are classified and reported as follows:

Unrestricted Net Assets - Net assets that are not subject to donor-imposed stipulations.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed stipulations that either
expire by passage of time or can be fulfiled and removed by actions of the Organization pursuant to
those stipulations. Tempaorarily restricted net assets at September 30, 2014 and 2013 are program
restricted.

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that they be
maintained permanently by the Organization. The Organization currently has no permanently restricted
net assets.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 1 - Summary of Significant Accounting Policies (cont.}

Tax Status

CHN and Independent Choice have received notification that they qualify as tax-exempt organizations
under Section 501(c)(3) of the U.S. Internal Revenue Code and corresponding provisions of state law and,
accordingly, are not subject to federal or state income taxes on related income. Unrelated business
income may be subject to taxation. Midwest is a single member limited liability corporation, with CHN as
the single member. Midwesl is treated as a disregarded entity for tax purposes, with all aclivity included in
the single member's tax filings. OHP, OHP I, OHP I, and MIDG are for-profit corporations, with minimal
activity during the year. Unity Park 1l and Grafton remain in the project development stage at September
30, 2014,

The Organization follows guidelines included in standards relating to the accounting for uncertainty in
income taxes. The tax effecls from an uncertain tax position can be recognized in the combined financial
statemenits, only if the position is maore likely than not to be sustained on audil, based on the technical
merits of the position. The Organization recognizes the financial statement benefit of a tax position only
after determining thal the relevant tax authority would be more likely than not to sustain the position
following an audit. For tax positions meeting the more likely than not threshold, the amount recognized in
the combined financial statements is the largest benefit that has a greater than 50 percent likelihood of
being realized, upon ultimate settlement with the relevant tax authority.

Based on its evaluation, the Organization has concluded that there are no significant uncertain tax
positions requiring recognition in its combined financial statements. The Crganization is no longer subject
to U.S. federal income tax examinations by the Internal Revenue Service for the years before September
30, 2011. The Organization is not currently under examination by any taxing jurisdiction,

Revenue Recognition - Conlributions

Contributions, including unconditional promises to give, are measured at fair values and are reported as
an increase in net assets in the period received. The Organization reports gifts of cash and other assets
as restricted support if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or the purpose of
restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the combined statements of activities as net assets released from restrictions. Donor-
restricted contributions whose restrictions are met in the same reporting period are reported as
unrestricted support.

The Organization reports gifts of property and equipment at fair value as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with
explicit restrictions specify how the assets are to be used and gifts of cash or other assets that must be
used to acquire long-lived assets are reported as resfricted support. Absent explicit donor stipulations
about the fength of time those long-lived assets must be maintained, the Organization reports the donated
or acquired long-lived assets as unresiricted.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 1 - Summary of Significant Accounting Policies (cont.)

FProgram Revenue - OCCMHA

CHN receives program revenue in connection with a contract through Oakland County Community Mental
Heaith Authority (OCCMHA). The contract is being funded solely for the Organization's programs,
providing housing assistance to those with special needs.

The contract does not meet the accounting standards definition of a contribution and is recorded as an
“unrestricted" exchange contract.

Program Revenue - Grants

CHN receives grants through HUD for the permanent leasing assistance program. The program was
established to provide permanent supported housing through the leasing of scattered site rental units
through Oakland and Macomb counties. The intent is 1o provide rental assistance and supportive services
for individuals and families with disabilities who are homeless. Program revenue is recognized as the rent
and support service expenses are paid.

Retroactive determination of allowable costs by resource providers may resull in final settlements different
from interim payments for reimbursable services submitted by the Organization. Revenue is reported at
the estimated net realizable amounts from resource providers for services rendered, including estimated
retroactive adjustments under reimbursement agreements. Retroaclive adjustments are accrued on an
estimated basis in the period the related services are rendered and adjusted in future periods as final
settlements are determined,

Donated Services

Contributions of services are recognized if the services received (a) creale or enhance nonfinancial assets
or {b) require specialized skills, are provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation. Ne donated services of this nature were received for
the years ended September 30, 2014 and 2013.

The Organization receives donated services from various unpaid volunteers. The value of these services
has not been recognized as support in the combined financial statements as the services do not meet the
criteria for recognition. The Organization received approximately 10,900 and 6,400 unpaid volunteer
hours during the years ended September 30, 2014 and 2013, respectively. These hours translale to a
dollar value of approximately $241,000 and $140,000 for the years ended September 30, 2014 and 2013,
respectively, based on the most recent published national average volunteer hourly rate.

Expense Allocation

The costs of providing the various programs and other activities have been summarized on a functional
basis in the combined statements of activities. Accordingly, certain costs have been allocated among the
programs and supporting services benefited using an appropriate basis.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 1 - Summary of Significant Accounting Policies (cont.)

Reclassification

For comparability, certain 2013 amounis have been reclassified to conform with classifications adopted in
2014. The reclassifications have no effect on reported amounts of net assets or change in net asselts.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the combined financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

NOTE 2 - Note Receivable - Related Party

The note receivable represents a loan to CHN Palmer Limited Parinership ("Palmer") for $465,000
accruing interest at 3% annually. Oulstanding principal and interest are due on maturity of the loan
August 6, 2027, CHN has a second priority mortgage on the real property of Palmer. The outstanding
balance as of September 30 is as follows:

2014 2013
Principal $ 465000 § 465000
Accrued interest receivable 15,130 -

$ 480130 § 465000

The Organization has evaluated the note receivable and determined that the entire balance is collectible
and that no allowance is necessary as of September 30, 2014 and 2013, respeclively,

NOTE 3 - Investments in Limited Parinerships

The Crganization accounts for investments in limited partnerships under the equity method. The
Organization has invested in the following partnerships as of September 30;

Name of partnership Percentage Owned Equity
2014 2013
CHN Palmer Limited Partnership 0.01% $ 12,500 5 12,500
("Palmer™)
CHN Unity Park Limited Dividend 0.01% $ 20100 § -

Housing Association Limited
Partnership ("Unity Park")

Both of the partnerships have December 31, year ends. Palmer was fully operational as of
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended Seplember 30, 2014 and 2013

NOTE 3 - Investments in Limited Partnerships (cont.)

September 30, 2014, Unity Park was in the construction phase and had not commenced operations

Neither partnership was operational as of September 30, 2013.

Palmer

2014 (unaudit

Total Assets 3 5.459.088
Liabilities 524,144
Equily 4,935,844
Total Liabilities and Equity 3 5,459,988
Total partnership income $ 48,718
Unity Park

2014 (unaudited)
Total Assels 3 5,204,646
Lizbilities 3,933,549
Equity 1,271,097
Total Liabilities and Equity $ 5,204,646
Total partnership income 3 -

NOTE 4 - Property and Equipment

The major calegories of property and equipment at September 30, are summarized as follows:

Depreciable
Lives 2014 2013

Homes 27.5 yrs. $ 5844717  $ 5,469,417
Land N/A 668,425 626,725
Home improvements 27.5yrs. 704,168 268,815
Furniture and fixtures 5-7 yrs. 650 650
Computer equipment 3-5 yrs, 63,914 63,914
Total cost 7,281,874 6,429,521
Less: Accumulated depreciation (1,685,407) (1,450,714)
Net $ 5506467 § 4978807

Total depreciation expense for the years ended September 30, 2014 and 2013 was $234,693 and

$210,842, respectively.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 5 - Fair Value Measurements

Fair Value Hierarchy

The Organization follows generally accepted accounting principles related to fair value measurements
which provide a framework for measuring, reporting and disclosing fair value. This pronouncement
applies to all assets and liabilities that are measured, reported and/or disclosed on a fair value basis.

Fair value is defined in the accounting guidance as the exchange price that would be received to sell an
asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the
assets or liability in an orderly transaction between market participants at the measurement date. Under
this guidance, a threa-level hierarchy is used for fair value measuremenis which are based on the
transparency of information, such as the pricing source, used in the valuation of an asset or liability as of
the measurement date.

Financial instruments measured and reported at fair value are classified and disclosed in one of the
following three categories.

Level 1 - Inputs are quated prices (unadjusied} in active markets for identical assets or liabilities that
the reporting entity can access at the measurement date.

Level 2 - Inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly or indirectly. This includes quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, inputs other than quoted prices that are observable for the asset or liability, or market-
corroborated inputs.

Level 3 - Inpuls are unobservable for the asset or liability. Unobservable inputs reflect the assumptions
that market participants would use in pricing the asset or liability (including assumptions about
risks), using the best information available in the circumstances, which may include using the
reporting entity’s own data.

See Note 6 for classified investments, which are being valued at Level 1 fair market value based on
quoted market prices.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended Seplember 30, 2014 and 2013

NOTE 6 - Assets Held Under Memorandum of Understanding

In accordance with a memorandum of understanding with OCCMHA, the Organization received a payment
of $150,000 on April 1, 2007, for the maintenance and support of three specific projects for fifteen years.
As of September 30, 2014 and 2013, the funds were invested in money market and equity and fixed
income mulual funds. The balance remaining at September 30, 2014 and 2013 are as follows:

2014 2013
Money market funds $ 50,445 § 80,358
Equity mutual funds 15,808 17,855
Fixed income mutual funds 13.819 17.271
Total $ 89072 % 115,484

Transfers are made periodically to an Independent Choice bank account to be used for the specified
projects. Upon transfer, the amounts are recognized as revenue by Independent Choice. All earnings on
funds are required to be reinvested for the future use of the projects.

At the end of the fifteen year period, March 2022, any unexpended funds will be returned to OCCMHA.
The amount of expended funds at September 30, 2014 and 2013 is reflected in the combined statement
of financial position as a refundable advance.

NOTE 7 - Line of Credit

CHN has avaitable a line of credit with a bank up to $300,000. No amounts were outstanding on the line of
credit at September 30, 2014 and 2013. The line of credit is secured by all assets of CHN. Interest is
payable at 1.000 percentage point above the prime rate (3.25% at September 30, 2014). There was no
interest expense incurred on the line of credit for the years ended September 30, 2014 and 2013.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 8 - Long-Term Debt

Long-term debl consists of a significant number of mortgages payable to banks, secured by homes that
are leased to consumers through various assistance programs. The mortgages are payable in monthly
installments ranging from $139 through $1,568, at interest rates ranging from 5.00% through 7.12%. The
mortgages mature in years ranging from 2020 through 2044,

Long-term debt consists of the following at September 30:

2014 2013
Total iong-term debt $ 4,382352 $ 4,424,439
Less: Current portion 116,863 108,998
Long-Term Portion $ 4265489 3§ 4315441

Principal requirements on long-term debl for years ending after September 30, 2014 are as follows:

Year ending September 30,

2015 ¥ 116,863
2016 123,860
2017 131,519
2018 139,677
2019 145,358
2020 and thereafler 3.725,075

Total $ 4382352

Long-term debt interest charged to expense was $271,393 and $262,484 for the years ended September
30, 2014 and 2013, respectively.

NOTE 9 - Charitable Gift Annuity

CHN halds a charitable gift annuity, payable to the donors in annual payments of $1,375 over the lifetime
of the donors, including interest at 4.71%. Included in cash and cash equivalents is approximately
$20,000 representing the annuity assets. Obligations to annuitants under split interest agreements at
September 30, 2014 and 2013 totaled $12,315 and $13,061, respectively. Inlerest expense for the years
ending Seplember 30, 2014 and 2013 was $620 and $663, respectively.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 10 - Foigivable Loans/Grants

The Organization has a number of 0% forgivable loans/grants (the loans). These loans were made under
a program with the FHLBI in conjunction with a sponsoring bank. The terms of the loans have the
characteristics of both grants and loans.

The loans call for repayments including interest at the bank's comparable interest rate and terms if the
property acquired ceases to be used for its original intent or if the property is sold. Repayment is forgiven
between fifteen and twenty years after the property is available for use in the applicable assistance
programs as determined at the time of the loans.

The loans are encumbering the respective properties until the lime period in which the loan agreements
expire, ranging from 2017 through 2032,

No interest is accrued on the loans. Management's intention is to comply at all times with the loan
agreements, making it unlikely that interest would have to be paid.

The loans are not being discounted over the holding period, but rather will convert to grant income in the
year that the loan agreement expires, repayment is forgiven, and the related property becomes
unencumbered.

Forgivable loan maturily dates for years ending after September 30, 2014 are as follows:

Year ending September 30,

2015 $ -
2016 -
2017 360,000
2018 -
2019 -
2020 and thereafter 1,703,500

Total $ 2,063.500

NOTE 11 - Retirement Plan

The Organization maintains a 401(k) plan. The plan covers certain eligible employees, as outlined in the
plan document. The Organization matches 100% of the employees' coniributions, up to 4% of eligible
employee compensation.

The Organizalion also can make discretionary contributions to eligible employees and did so in 2014 and
2013. The amount of total Organization contributions were $335,682 and $228,169 for the years ended
September 30, 2014 and 2013, respectively,
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 12 - Related Parties

The Organization is related through common board composition, but has no economic interest for three
not-for-profit affordable housing entities formed under HUD Section 811 grant programs, Independent
Supportive Housing |, Independent Supportive Housing Il and ISHO Ill; These entities develop affordable
housing projects with federal funds, with the Organization providing predevelopment funding until the
projects receive their grant funds.

The Organization is also the general partner for four tow income housing 1ax credit projects, Palmer, Unity
Park, Unity Park !l, and Grafton (projects). The Organization provides predevelopment funding from the
inception of the project until an investor limited partner is admitted to the partnership, at which time the
Organization is typically reimbursed for the advances. The Organization earned developer's fees and
partnership management fees related to these projects totaling $517,180 and $344,596 for the years
ended September 30, 2014 and 2013, respectively.

NOTE 13 - Predevelopment Costs

The amount of predevelopment costs of the Organization at September 30, 2014 and 2013 was:

2014 2013
ISHO ] 30,573 § 4,474
Unity Park - 143,770
Unity Park |l 48,693 11,368
Grafton 210,831 -
CHN-OCHDO 16,469 -
Total 3 306,566 $ 159,612

The above amounts are reflected in the combined statement of financial position as predevelopment
costs. No interest is charged on the predevelopment costs, and there is no specific due date. Periodically
management reviews the viability of the project. If a project is determined not to be viable, management
will write off the advance to the statement of activities in the year the determination is made. During
November 2013, the Organization was reimbursed for the predevelopment funding to Unity Park by
unrelated parties. As of September 30, 2014 and 2013, management has determined all the projects to
be viable,
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 14 - Guarantees

The Organization has provided unconditional limited guarantees to Palmer on the performance of a
series of obligations related to being the general partner of the project. The obligations include the
payment of all required reserves, fees, payment of credit reduction payments, repurchase of the
partnership interests of limited partners and a required capital contribution if the developer fee has not
been paid within 10 years of the placed in service date of the partnership assets. All the guarantees will
only be enforceable if Palmer does not generate enough cash flow to pay the applicable obligations or if a
compliance event happens.

In addition, the Organization has provided an operating deficit guaranty to cover any operating deficits of
the parinership {(after depletion of the operating reserves), not to exceed $65,000. After 10 years, the
amount of the operating deficit guaranty will be reduced to $37,000. Ail payments made under this
guaranty would be considered loans. The amount of operaling reserves at September 30, 2014 was
approximately $132,000. All the guarantees are limited to the developer’s fees that CHN has received,
$705,215 as of September 30, 2014.

The Organization has provided unconditional limited guarantees to Unity Park on the performance of a
series of obligations related to being the general pariner and developer of the project. The guaranty
includes the full and prompt payment, performance, observance, compliance and satisfaction of all
obligations, covenants, representations and warranties on the part of general partner and developer to be
paid, performed, observed, complied with or satisfied with respect to the parinership and development
agreements. The Organization has further guaranteed completion of construction and payment of the
construction loan that has a balance of approximately $3,921,000 at September 30, 2014. Upon
completion of construction, full payment of the loan, and other conditions, this guaranty will be terminated.
All the guarantees are limited to the total amount of the developer's fees received, $225,843 as of
September 30, 2014.

As of December 15, 2014, no triggering event has taken place to require performance on the obligations
under the guarantees, and management believes the probability of any performance on the guaranty
obligations to be remote.

In connection with the Palmer project, the Organization is required to meet a minimum net worth financial
covenant of $259,000 throughout the life of the partnership. In connection with the Unity Park project, the
Organization is required to meet a minimum liquidity financial covenant of $1,000,000. Once the final
installment is made, the minimum liquidity requirement will be reduced (o $300,000. At September 30,
2014 the Organization is in compliance with these covenants.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended September 30, 2014 and 2013

NOTE 15 - Operating Leases - Office Building

The Organization had an office lease agreement which specifies monthly payments of $15,187, including
storage space, through October 31, 2016. A second office lease requires monthly payments of $2,000
through August 31, 2015. Office lease expense for the years ended September 30, 2014 and 2013 was
$192,629 and $198,233, respeclively.

The following is a schedule of future minimum lease payments:

Year ending September 30,
2015 $ 204,244
2016 182,244
2017 15187
Total 401,675

NOTE 16 - Operating Leases - Homes

The Organization leases a significant number of homes that are provided to its clients through various
assistance programs. The leases were originally held in the name of OCCMHA and Macomb Oakland
Regicnal Center (MORC) and as the leases expired, CHN took over as lessee. The leases include both
month-to-month and fixed year lease terms. For leases that remain in the name of OCCMHA or MORC,
the Organization has assumed the leases and makes payments on behalf of the named lessee. Lease
expense for the years ending September 30, 2014 and 2013 was $2,866,012 and $2,834,742, respectively.

The following is a schedule of future minimum lease payments for those leases for which the Organization
is responsible;

Year ending September 30,
2015 $ 2,020,070
2016 1,252,861
2017 666,548
2018 268,887
2019 — 58,386
Total $.4,266,752

NOTE 17 - Concentrations of Credit Risk

The Organization has a contract with OCCMHA to provide property management and other services for
qualified individuals. This contract provided 45% and 48% of the Organization's revenue and support for
the years ended September 30, 2014 and 2013, respectively. There were no significant accounts
receivable relaled to this contract from OCCMHA as of September 30, 2014 and 2013,
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
As of and for the Years Ended Sepiember 30, 2014 and 2013

NOTE 18 - Subsequent Events

The Organization has evaluated subsequent events through December 15, 2014, which is the date that
the combined financial statements were approved and available to be issued.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditors' Report

To the Board of Directors
Community Housing Network, inc. and Affiliates
Troy, Michigan

We have audited, in accordance with the auditing standards generally accepled in the Uniled States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroiler General of the United States, the combined financial statements of Community
Housing Network, Inc. and Affiliates (the “"Organization"), which comprise the combined statement of
financial position as of September 30, 2014, and the related combined statements of activities, functional
expenses, and cash flows for the year then ended, and the related notes to the financial statements, and
have issued our report thereon dated December 15, 2014. The financial statements of the affiliates,
Independent Choice Non-Profit Housing Corporation, Midwest Resource Partners, LLC, Oakiand Housing
Partners, Inc., Oakland Housing Partners |, Inc., Oakland Housing Partners Ili, Inc., Macomb Innovative
Development Group, Inc., CHN Unity Park Il Limited Dividend Housing Association Limited Partnership
and CHN Grafton Limited Dividend Housing Association Limited Partnership were not audited in
accordance with Government Auditing Standards and accordingly this report does nol include reporting on
internal control over financial reporting or instances of reporlable noncompliance associated with those
entities.

internal Control Over Financial Reporting

In planning and performing our audit of the combined financial statements, we considered the
Organizalion's internal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effecliveness of the Organization's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Organization's
internal control.

A deficiency in internal control exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned funclions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstalement
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.
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Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify alf deficiencies in internal control that might
be material weaknesses or significant deficiencies. Given these limitations, during our audit we did not
idenlify any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization's combined financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of combined financial statement amounts. However, providing an
apinion on compliance with those provisions was not an objeclive of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Audiling Standards.

We noted certain matters that we reported to management of the Organization in a separate letter dated
December 15, 2014

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organization's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

(3l -rmzvmwwu,z.w

Southfield, Michigan
December 15, 2014
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REPORT ON COMPLIANCE FOR THE MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Independent Auditors' Report

To the Board of Directors
Community Housing Network, Inc,
Troy, Michigan

Report on Compliance for The Major Federal Program

We have audited Community Housing Network, Inc. (the "Organization")'s compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on the Organization's major federal program for the year ended September 30,
2014. The Organization's major federal program is identified in the summary of auditors' results section of
the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to ils federal programs.

Auditor's Responsibility

Our responsibility is 1o express an opinion on compliance for the Organization's major federal program
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit o obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred lo above that could have a direct and material effect on a major federal
program occurred. An audil includes examining, on a test basis, evidence about the Organization's
compliance with those requirements and performing such other procedures as we considered necessary
In the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of the Organization's compliance.

Opinion on The Major Federa! Program

In our opinion, the Organization complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on ils major federal program
for the year ended September 30, 2014,
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Report on Internal Control over Compliance

Management of the Organization is responsible for eslablishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered the Organization's internat control over compliance with the types
of requirements that could have a direct and material effect on its major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for its major federal program and to test and report on internal control over compliance in
accordance with OMB circutar A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Organization's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility thal material noncompliance with a type of compliance requirement of a federal program will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a malerial weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed 1o identify all deficiencies in internal control over
compliance that might be materlal weaknesses or significant deficiencies. We did not identify any
deficiencies In internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal contral over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of OMB
Circufar A-133. Accordingly, this report is not suitable for any other purpose.

GIK“ Tﬂﬂa Vebwy irauge "-LP

Southfield, Michigan
December 15, 2014

Page 26



SUPPLEMENTAL INFORMATION



COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended September 30, 2014

Pass-Through
FEDERAL AWARDS CFDA Grant Entity Federal
Granlor/Pass-Through Grantor/Program Title Number Number Identifying Number Expenditures
U.5. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT
Direct Awards
Supportive Housing Program 14.235 MIi0125L5F041205 $ 269,922
Supportive Houslng Program 14.235 MIO125L5F041306 69,171
Supportive Housing Program 14,235 MIO129L5F041205 718,972
Supportive Housing Program 14.235 MIO129L5F041306 346,988
Supportive Housing Program 14.235 MI0313B85F041101 23,861
Supportive Housing Program 14.235 MID313L5F041202 140,397
Supportive Housing Program 14.235 MI0342B5F041000 27610
Supportive Housing Program 14.235 MI0342L5F041201 145,153
Supportive Housing Program 14,235 MID122L5F041205 73,697
Supportive Housing Program 14,235 Mi0122L5F041306 56,276
Supportive Housing Program 14.235 MIO126L5F041205 231,738
Supportive Housing Program 14,235 MID126L5F041306 48,394
Supportive Housing Program 14,235 MIO127L5F 041205 225170
Supportive Housing Program 14,235 MIO127L5F041306 103,032
Supportive Housing Program 14,235 MIC112L5F031205 198,967
Supportive Housing Program 14.235 MIO112L5F031306 21477
Supportive Housing Program 14,235 MID113L5F031205 151,479
Supportive Housing Program 14.235 MI0143L5F031306 55,680
Supporiive Housing Program 14.235 MIO312B5F031101 32,725
Supportive Housing Pragram 14,235 MIO312L.5F031302 18,936
Supportive Housing Program 14,235 MIO341L5F031201 44,274
Supportive Houslng Program 14.235 MIQ37185F031100 78,946
Suppoertive Housing Program 14,235 MIO371L5F031201 43,981
Supportive Housing Program 14.235 MIC110L5F031205 227,065
Supportive Housing Program 14.235 MIO110L5F031306 50,995
Supportive Housing Program 14,235 MI0362L5F031202 172,380
Supporlive Housing Program 14.235 MIO362L5F031303 91,156
Supportive Housing Program 14.235 MIO128L5F041205 27.632
Supportive Housing Program 14.235 MIO128L5F041306 44,083
Supportive Housing Program 14.235 MID397L5F041200 32,185
Total Supportive Housing Program 3773042
Passed through Lighthouse of Qakland
County, Inc, HML-2013-0361-
Emergency Solutions Grant 14.231 EFS 144,337
Passad through Oakland County
Community Mental Health Authority
Shelter Plus Care 14.238 2014-0032 301,693
Total of U.S. Department of Housing
and Urban Development 3 4219072

See accompanying notes to schedule of expenditures of federal awards.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (cont.)

For the Year Ended September 30, 2014

FEDERAL AWARDS
Grantor/Pass-Through Grantor/Program Tille

U.5, DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Passed through Michigan Developmental
Disablitties Council
Development Disabilities Basic Support
and Advocacy Grants
Passed through Oakland County
Community Mental Health Authority
Projecis for Assistance in Transition
from Homelessness

Total of U.S. Department of Health
and Human Services

U.8. DEPARTMENT OF TREASURY

Passed through Michigan State Housing
Development Autherily (MSHDA)
National Foreclosure Mitigalion
Counseling
National Foreclosure Mitigation
Counseling

Total of U.S. Department of Treasury

TOTAL EXPENDITURES OF
FEDERAL AWARDS

CFDA

Number

83.630

93.150

21.000
21.000

Grant
Number

Pass-Through Federal
Entity Expenditures

dentifving Number Award
G-0601MIBS23 $ 37,500
2X065M0O 16023 89,947

PL113-6X1350
PL113-76X1350

See accompanying noles lo schedule of expendilures of federal awards.

127,447

9.000

14,243

23,243

$ 4389762
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended September 30, 2014

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the federal grant
activity of Communily Housing Network, Inc., one of the organizations included in the accompanying
combined financial statements, under programs of the federal government for the year ended September
30, 2014. The information in this Schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of Stales, Local Governments, and Non-Profit Organizations. Because the
Schedule presents only a selected portion of the operations of the Organization, it is not intended to and
does not present the financial position, changes in net assets, or cash flows of the Organization.

Summary of Significant Accounting Policies

Expenditures reported on the Schedule are recorded on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-122, Cost
Principles for Non-Profit Organizations, wherein certain types of expenditures are not allowable or are
limited as to reimbursement. Pass-through entily identifying numbers are presented where available.

Calalog of Federal Domestic Assistance ("CFDA") Numbers

The Organization has reporled amounts expended under the Continuum of Care program (14.267)} for the
supportive housing program as 14.235 as directed by the U.S. Department of Housing and Urban
Development and for Shelter Plus Care under 14.238 as directed by the granlor.

Additionally, the National Foreclosure Mitigation Counseling ("NFMC") grant is administered by
NeighborWerks America, a public, congressionally chartered nonprofit organization thal receives an
annual federal appropriation directly. By law, it is not a federal agency and therefore has no CFDA tracking
number, yet it is a recipient of a direct appropriation of federal funds and its Graniees and their Sub
Granlees are sub-recipients of federal funds. The U.S. Department of Treasury is listed as Agency 21
and disburses these funds to NeighborWorks America. Recipients and sub-recipients of NFMC Program
are instructed to use CFDA number 21.000.
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

SCHEDULE QOF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2014

Section I: Summary of Auditors’ Resuits

Financial Statements

Type of auditors’ report issued: Unmodified
Internal control over financial reporiing:
Material weakness(es) identified? yes X no
Significant deficiency(ies) identified not considered to be matarial
weaknaesses? yes X none reported
Noncompliance material to financial statements nated? yes X no

Federa) Awards

Internal control over the major program:

Material weakness(es) identified? yes X no
Significant deficiency(ies) identified not considered to be material
weaknesses? yes X none reported
Type of auditors’ report issued on compliance for the major program: Unmodified

Any audit findings disclosed that are required to be reported in
accordance with Circular A-133, Section .510(a)? yes X no

Identification of the major program:

CFDA Number(s) Name of Federal Program or Cluster
14.235 Supportive Housing Program

Dollar thrashold used to distinguish between Type A
and Type B programs $ 300,000

Auditee qualified as low-risk auditee? X yes no

Section II: Financial Statement FindIngs
There were no financial statement findings for the year ended September 30, 2014.

Section liI: Federal Award Findings and Questioned Costs
There were no federal award findings or questioned costs for the year ended September 30, 2014,
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COMMUNITY HOUSING NETWORK, INC. AND AFFILIATES

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended September 30, 2014

Section [I: Financial Statement Findings
There were no financial statement findings for the year ended September 30, 2013.
Section HI; Federal Award Findings and Questioned Costs

There were no federal award findings or questioned costs for the year ended September 30, 2013.
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ECOMOMIC DEVELOPMENT CORPORATION

MichiganAdvantage.org

OBSOLETE PROPERTY REHABILITATION ACT (OPRA)

The Obsolete Property Rehabilitation Act (OPRA), Public = WHO IS ELIGIBLE TO APPLY?

Act 146 of 2000, provides for a tax incentive to encourage =~ OPRA tax abatements may be given for those eligible proj-
the redevelopment of obsolete buildings. The tax incen-  ects that take place on an obsolete property and result in
tive is designed to assist in the redevelopment of older  a commercial or commercial housing building project lo-
buildings in which a facility is contaminated, blighted cated in only the local units of governments listed below:
or functionally obsolete. The goal is to rehabilitate older

buildings into vibrant commercial and commercial hous-

ing projects.

Adrian Detroit Iron River Onaway
Albion Dowagiac Ironwood Owosso
Alma East Lansing Ishpeming Pinconning
Alpena Eastpointe Jackson Pontiac

Ann Arbor Ecorse Kalamazoo Portage
Baldwin Escanaba Lansing Port Huron
Bangor Ferndale Lincoln Park Redford Twp.
Battle Creek Flint Livonia River Rouge
Bay City Gaastra Ludington Royal Oak Twp. (Oakland)
Benton Harbor Genesee Twp. (Saginaw) Manistee Saginaw
Benton Twp. (Berrien) Gibraltar Manistique Saint Louis
Bessemer Gladstone Marquette Sault Ste. Marie
Big Rapids Grand Haven Melvindale Southfield
Bronson Grand Rapids Menominee Sturgis
Buena Vista Twp. (Saginaw)  Grayling Midland Taylor

Burton Hamtramck Monroe Three Rivers
Cadillac Harbor Beach Mount Clemens Traverse City
Carson City Harper Woods Mount Morris Trenton
Caspian Hart Mt. Morris Twp. (Genesee)  Vassar

Center Line Hartford Mount Pleasant Wakefield
Cheboygan Hazel Park Muskegon Warren
Coldwater Highland Park Muskegon Heights Wayne
Coleman Holland Norton Shores Wyandotte
Crystal Falls Inkster Norway Wyoming
Dearborn Ionia Oak Park Ypsilanti
Dearborn Heights Iron Mountain Omer

22008 Michigan Economtic Development Corporation
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ECONOMIC DEVELOPMENT CORPORATION

HOW DOES IT WORK?

A community essentially freezes the existing taxable value
on a designated facility for up to 12 years. By freezing the
taxable value, it provides an incentive for the developer to
make significant improvements to a building without in-
creasing the property taxes on the building.

WHAT IS THE PROCESS?

The local unit of government must first establish an Ob-
solete Property Rehabilitation District consisting of one
or more parcels or tracts of land characterized by obsolete
commercial or commercial housing property. A resolu-
tion must be passed that determines the district to be an
area characterized by obsolete properties. Prior to adopt-
ing a resolution, the community must give written notice
by certified mail to all owners of all real property within
the proposed district. Also, a public hearing must be held
prior to adopting the resolution, with a public notice re-
quired not less than 10 days or more than 30 days prior to
the date of the hearing.

Second, with the establishment of the district, the owner of
an obsolete property can submit an application to the local
unit of government for an obsolete property rehabilitation
exemption certificate. Once a completed application is re-
ceived, the clerk must notify the assessor and each taxing
unit that levies property taxes (e.g. county, community col-
lege, library, etc...). Following the notice, a public hearing
is required. The community can determine the number of
years to apply the incentive, up to 12 years. The public hear-
ings for the district and the exemption certificate may be
held on the same day, but with individual public hearings.

Once approved locally, the application and resolution must
be sent to the State Tax Commission. The State Tax Com-
mission has 60 days to approve or disapprove the request.
To apply for the abatement of school millage, the developer
must make note of this on the application form.

©2008 Michigan Economic Development Corporation

WHY WOULD A COMMUNITY WANT TO OFFER

AN OBSOLETE PROPERTY TAX REHABILITATION
TAX ABATEMENT?

The OPRA incentive is used to encourage the redevelop-
ment of blighted buildings. In many cases, this could be
an abandoned, multi-story industrial building that is now
more suited for commercial or residential rental units. To
the developer, the advantage is savings on property taxes.
The tax incentives essentially freeze the local property tax-
es for up to 12 years, exempting from local property tax all
real property improvements. In addition, the State Trea-
surer has the ability to exempt one-half of the school mill-
age for up to six years on 25 projects per year. In short:

+ Incentives encourage the redevelopment of blighted
buildings.

+ By establishing a district, communities have the
ability to target areas for redevelopment.

SUPPORTING STATUTE
Public Act 146 of 2000—OPRA
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