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November 17, 2006

Steven Mahan

City of Milwaukee — Community Development Grants Administration
200 E. Wells Street, Room 606

Milwaukee, WI 53202

Re: Request for HOME funds for Metcalfe Park FHomes Owner Initiative

Dear Mr. Mahan:

As we discussed Gorman & Company is requesting HOME funds from the city of Milwaukee to
fund the Metcalfe Park Homes Owner Initiative (MPHOI) development to upgrade security,
enhance accessible design, and maximize the energy efficiency of the single family homes.

Set to start construction in early 2007, the MPHOI is the construction of single family homes
where residents rent homes and are given the opportunity to purchase them at a substantial
market discount at the end of a fifteen-year tax compliance period.

Gorman & Company (Gorman) is parinering for a second time with the Milwaukee Urban
League (MUL) as co-developer of the MPHOL an innovative development that will revitalize
the challenged Metcalfe Park Neighborhood in Milwaukee’s near northwest side by:

e Constructing single family homes on vacant lots, reducing blight and increasing the tax
base for further public investment.

« Increasing homeownership by giving long-term residents the opportunity to share in the
equity of the homes.

e (iving residents an opportunity to build credit and homeownership skills prior to owning
homes.

It is Gorman & Company’s goal to make this a catalytic and successful development. In order
to do so, we intend to first and foremost create a safe environment and home for residents.
Second, we want to provide a maximum level of accessibility and livability so that the homes
are suited for all types of families and residents, and third, reduce utility operating costs for
residents by maximizing the energy efficiency of every home.

REAL ESTATE DEVELOPMENT AND MANAGEMENT
1244 S. Park Street ~ Madison, W1 53715 * phone: G08.257 8778 * fax: 808.257.9002 "
WWW, gormancompany.com



11717/08 FRI 11:58 FAX 608 257 90032 GORMAN & CO. oos

P COMPANY.INCG.

The following is a summary of development upgrades that we will fund in part using HOME
funds (this list is not inclusive):

=« Rent reduction

» Upgraded laminated window panes

» Enhanced unit accessibility and furnishings

» Energy star rated appliances

» Obtaining Energy Star Certification for every home

We request HOME funds in the amount of $400,000 to reduce the financial gap created by the
costs of development upgrades at the Metcalfe Park Homes Owner Initiative.

Please feel free to contact me with questions or comments.

Sincerely,

Justin M., Nelson
Development Associate
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METCALFE PARMEIEY

Owner Initiative

PROGRAM OVERVIEW
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METCALFE PARK HOMES OWNER INITIATIVE MPHOD

The Model

Based on a model developed by the Cleveland Housing Network, residents rent homes and are given the
opportunity to purchase them at a substantial market discount at the end of a fifteen-year tax compliance
period. The difference between the market value and the purchase price of the home allows the resident
to secure a 100 percent financed mortgage.

Program Participants

Non-Profit Co-Developer: Milwaukee Urban League (MUL)
Co-Developer: Gorman & Company
Renter/Future Homeowner: Qualified resident who desires to become a homeowner

Program Timeline

Year 1 (2007): Homes are constructed by Gorman & Company

Year1(2007): Qualified residents are placed in homes and rent homes from Gorman & Company

Year 1-15: Residents are monitored and trained to become homeowners by MUL

Year 15: MUL purchases homes from Gorman & Company at a purchase price equal to
outstanding debt plus exit taxes and transaction costs

Year 16, day 1: Milwaukee Urban League sells homes to current residents at a market discount

Resident Timeline - How a resident becomes a homeowner

Day 1: Standard Rental Lease is signed by Lessee
Day 1 Lessee signs Contract of Care
Day 30: Lessee attends MPHO! counseling orientation (MUL)

. Review of roles and responsibilities
. Sets schedule for credit counseling and homeownership education program

Day 90: Lessee attends 1% MPHOI credit counseling and homeownership training class
Day 180 Lessee attends 27¢ MPHOI credit counseling and homeownership training class
Day 270: Lessee attends 3 MPHOI credit counseling and homeownership training class
Day 360: Lessee attends 4% MPHOI credit counseling and homeownership training class
Year 1-10: Lessee attends annual MPHOI credit counseling and homeownership seminar
Year 3 Lessee can sign Option Contract for year 16 purchase of home

Year 16 Lessee purchases home from MUL
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Resident financial benefits as a participant of the MPHOI
In year one, residents rent a single family home owned and managed by co-developers MUL and
Gorman & Comparny.

- Average rent per home at year one is $742

At the end of year 13, residents are able to exercise their option to purchase the home.
- Approximate purchase price is $99,000
~ Approximate fair market value of the home is $129,000
- Resident realizes $30,000 in home equity, allowing him/her to secure a 100 percent financed
mortgage

Because the resident takes advantage of the equity in the home, his/her financial burden remains the
same, resulting in a smooth financial transition to homeownership.
- Attheend of year 13, the average inflated rent is expected to be over $1,000
_  As an MPHOI homeowner, the resident's monthly morigage payment plus insurance
payment plus taxes are expected to be iess than $1,000

Resident social benefits as a participant of the MPHOI

Under the MPHOI program residents are expected to care for and maintain the home. In order to arm
residents with the skills necessary to provide the expected level of care, the MUL will provide credit
counseling and hemeownership iraining throughout the course of the rental period to prepare the
resident for homeownership.

Tenure issues and benefits

Not all residents will be able to reside in the homes for the entire fifteen year compliance period. Keeping
in mind this program is intended to encourage homeownership; MPHOI maintains simplicity and offers
the option to purchase the home to whoever is renting the home at the end of year 15.

What this means:
. A resident that lives in the home for the first 3 years and has to move, realizes no benefit of
the program
_ A resident that moves in at year 14 and is in good standing at the end of year 15 will have the
right to purchase the home

Tenure incentive:
- in order to encourage long-term resident participation, residents receive a price discourt of
31,000 for every year they are a resident up to ten years for a potential total discount of
$10,000 off their year 15 purchase price.

Year 14 — less than two years remaining in the MPHOI program

The structure of the MPHOI program dictates that after the 20 full year of compliant residency, the
resident can enter into an option agreement to purchase the home. In the event that 2 new resident
moves in at year 14 or later, they will have the opportunity to enter into the option agreement after one
year of compliant residency. .
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Problem tenants and non-compliance with the MPHOI contract of care

MPHOV's primary goal is to create homeownership and is a program that offers significant opportunity to
the residents; in return they are asked to maintain their home with a heightened level of care, which is in
their interest in the long run. The case will come up, however, when a resident is not meeting their
obligation of care for the home. MPHOL will not tolerate non-compliance of the contract of care, and
residents found in non-compliance will not have their lease renewed.

Some residents may not be able to comply with the contract of care, yet are still qualified renters. In the
event that this occurs, MPHOI will make every effort to place that resident into another Gorman &
Company neighboerhood.

Non-profit failure
The ability for residents to purchase their home below market rates is dependent on MUL’s purchase of
the homes at the end of year 15 (because only non-profits are allowed to transfer real estate below fair
market value). There is the chance that the MUL will dissolve and be unable to fulill its obligation to
purchase and resell the homes.
—  Because of this chance, the resident’s option to purchase is contingent upon the MUL taking
ownership of the properties.
- In order to mitigate this risk, MUL is partnering with experienced developer Gorman &
Company to help facilitate a smooth transaction at the end of year 15
- Corman & Company assumes the responsibility of finding an alternate qualified non-profit
in the event that MUL is unable to purchase the homes in year 15.
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