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Sponsor: Anthony Higgs
3rd District Councilman

ORDINANCE No. 9344

16-

AN ORDINANCE OF THE COMMON COUNCIL OF THE
CITY OF HAMMOND, INDIANA AMENDING ORDINANCE NO. 9328
AUTHORIZING AND APPROVING A PILOT AGREEMENT FOR THE
SOHL AVENUE RESIDENTIAL CARE PROJECT FOR THE
PURPOSE OF CORRECTING A DATE CONTAINED THEREIN

(as amended)

WHEREAS, the Common Council (the “Council”) of the City of Hammond, Indiana (the
“City”) adopted and approved Ordinance No. 9328 on December 14, 2015 for the purpose of
authorizing the entry by the City into a Pilot Agreement (the “Pilot Agreement”) with Sohl
Avenue RCF, LP (the “Developer’) concerning the development, construction and operation of
an affordable residential care assisted living multi-family housing project to be located within the
City at 5620 Sohl Avenue (the “Project” or the “Real Estate”); and

WHEREAS, the Pilot Agreement was attached as Exhibit A to and incorporated by
reference into Ordinance No. 9328; and

WHEREAS, Section 2.3 of the Pilot Agreement contained the following language:
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Council Ordinance No. 9328 is hereby amended by striking out the date of
“May 10, 2016” and inserting in lieu thereof the date of “May 10, 2017” in Section 2.3 of the
Pilot Agreement. In all other respects, the text of Ordinance No. 9328 is affirmed.
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AN ORDINANCE OF THE COMMON COUNCIL OF THE
CITY OF HAMMOND, INDIANA AMENDING ORDINANCE NO. 9328
AUTHORIZING AND APPROVING A PILOT AGREEMENT FOR THE
SOHL AVENUE RESIDENTIAL CARE PROJECT FOR THE
PURPOSE OF CORRECTING A DATE CONTAINED THEREIN

Section 2. The Council directs and intends that the above-stated amendment be given
effect nunc pro tunc, that is, as if the original text of Ordinance No. 9328 contained the newly
inserted language described in the preceding section of this Ordinance.

Section 3. The City Clerk is hereby directed to record an executed copy of this
Ordinance with the Lake County Recorder’s Office and file the recorded Ordinance and PILOT
Agreement with the City Controller’s Office, the Lake County Assessor’s Office, the Lake -

County Auditor’s Office and the Lake County Treasurer’s Office. Developer shall pay all
filing and recording costs.

Section 4. This Ordinance shall be in full force and effect upon its adoption and its
passage.
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AN ORDINANCE OF THE COMMON COUNCIL OF THE
CITY OF HAMMOND, INDIANA AMENDING ORDINANCE NO. 9328
AUTHORIZING AND APPROVING A PILOT AGREEMENT FOR THE
SOHL AVENUE RESIDENTIAL CARE PROJECT FOR THE
PURPOSE OF CORRECTING A DATE CONTAINED THEREIN

ADOPTED AND ARPPROVED BY the Common Counc11 f the City of Hammond,

Indiana, this M day of _,2016.
ael Opinkér, President
Hammond Common Council
ATTEST:

() G

Robert J. Golec, City Clerk
City of Hammond, Indiana

PASSE] Qnﬁib 2016, and

: oo

N"G’f‘ FOFFICREy | i

This Document is the pr% % %f ‘04
the Lake County obert J. Golec, City Ci ‘(‘

City of Hammond, Indiana

PRESENTED 10O ME, the undersigned City Clerlg of she City of Hammond, Indiana, to
the Mayor, for approval and.signature, this Zﬁ:ﬁ lay of L2016 at |3 4/ A m.
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The for . : ébv APPROVTD NED BY ME, the
undersigned M I ifidiana, this ";' w2016 at
2.:00 fm. /

ﬂasﬁ McDermott Jr., Mayor
of Hammond, Indiana
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Sponsor: Anthony Higgs
3" District Councilman

ORDINANCE NO. 4328

ORDINANCE OF THE COMMON COUNCIL OF THE
CITY OF HAMMOND, INDIANA AUTHORIZING AND APPROVING A
PILOT AGREEMENT FOR THE SOHL AVENUE RESIDENTIAL CARE PROJECT
(as amended)-
WHEREAS, the City of Hammond, Indiana (the “City”) is a duly organized municipal
corporation and political subdivision under the laws of the State of Indiana, governed by its duly

elected Com;mon Council (the “Common-Council?):
L]

WHI ) dMICHIIA @R IS - acquire, develop,
consiruct an ArRgadd ideqnt - | artment project on
the 4.7 acre mﬁzl mmm&. "G Avenue and Hyles
Boulevard i Tﬂfsbmméi‘ft%kﬁée 'ab~f > lity (the “Project”)

to develop, constudct acg lkl; ailable the£y£ for }Ef ose of providing decent, safe,
sanitary, affi able resi ?}P} glﬁ&& -income residents of the City and

surrounding

WHEREAS, the P‘rojecf will be developed, constructed and operated| for the purpose of

providing housing to income eligible persons under the fed: incoime housing tax credit
program under 26 U.S.€x4? (the “Section 42 Property”);

WHEREAS, roject, as a Section operty, will be subject fo an extended use .
agreement under 26 U.S.C..42 (the © Exten\gid Use Agreement”) as administered by the Indidna’
Housing and Community Developmem ),thb‘l k@/{éthe “IHCDA) for a period of at least fifteen

(15) years; q:!' 2 Hf%
) ? - 3 ?JF N
WHI N suant to the'IHCIDA Exter)de.fl Use Agrecmer -oject, as a Section
42 Property. make avallab}?s and FERLS to I'CbldCIltS whose” 60% or less of the
area median (thé “Resmc”t es b”\@x‘fs”) :

WHLx\L,no puisuadiit W0 Uic Mo A LXICNACa UsC nsluuuuu, i r I'OJeCt as a Section
42 Property will be limited to charges rents:as determined in accordance with the IHCDA'
Extended Use Agreement (the “Restricted Rents™) and in no event w1ll such Restrlcted Rents
exceed 18% of the area median gross income; ‘

WHEREAS, the ITHCDA limitations as to Restricted Residents and Restricted Rents set
forth in the ITHCDA Extended Use Agreement will cause the Project, as a Section 42 Project, to
be qualify as low income housing that accomplishes a chartable purpose by relieving the poor
and distressed under Internal Revenue Service Revenue. Procedure 96-32 (collectively referred
to as “Charitable Low lncome Housing”);

WHEREAS, the Project, as a Section 42 Project providing Charitable Low Income
Housing, may be-exempt from property tax under IC 6-1.1 -10-16(a);




) . ORDINANCE OF THE COMMON COUNCIL OF THE
CITY OF HAMMOND, INDIANA AUTHORIZING AND APPROVING A
PILOT AGREEMENT FOR THE SOHL AVENUE RESIDENTIAL CARE PROJECT

WHEREAS, the Developer, as an owner of a Section 42 Project providing Charitable
Low Income Housing, will qualify as a “property owner” under IC 36-1-8-14.2(c);

WHEREAS, the Developer has agreed to make certain payment-in-lieu-of-taxes (the
“PILOT Agreement”);

WHEREAS, the City is authorized to enter into this PILOT Agreement pursuant to IC
36-1-3 et seq and IC 36-1-8-14.2 et seq; and

WHEF I mﬂ?ﬂ ?ﬂ ent of the Project,
the Develop ~1ty have negofiated and agreed to a P11¢ :nt which has been
presented 0 t1c Corvic NOEH D IBPOEA LI
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Section 1. The Common Council hereby ratifies and approves the PILOT Agreement
and acknowledges and-satifiesais-exeeution and-delivery by ihe Mayor, City Controller and
President of the Common Council on behalf of the City, all for the purposes contemplated

herein.

Section 2. The PILOT Agreement, “in substantially the form attached hereto as
Exhibit A, is herebypauthorized to be executed and delivered by the President of this Common
Council on behalf of the Common Cou uwith such changes thereto as provided, upon the
advice of the Corporation Council ofaba\e y approve, as conclusively evidenced by the
execution thereg ' :

Secti he City Clerkiis shereby i directed to record cuted copy of this
Ordinance & of the execuSt L@AeTeement with County Recorder’s
Office and f 'd Ordinance il X “ontroller’s Office,

the Lake C« it he Lake C | the Lake County
Treasurer’s Office.

Section 4. This Ordinance shall be effective upon adoption and passage.
BE IT FURTHER ORDAINED by the Hammond Common Council that this Ordinance

shall be in full force and effect from and after its passage by the Common Council, signing by
the President thereof and approval by the Mayor.
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) - ORDINANCE OF THE COMMON COUNCIL OF THE
CITY OF HAMMOND, INDIANA AUTHORIZING AND APPROVING A
PILOT AGREEMENT FOR THE SOHL AVENUE RESIDENTIAL CARE PROJECT

<

Michael Opinkert Pjesident
Hammond Common Council

q'/r, tis

Rgbert J. Golec, £ity,
civy o Heno MGG OFFICIAL

PR F JENEED GouviEg i isniks e 0t Ole@for the City of Hammond,
Indiana, to the Mayor, foﬂﬁppﬂ(@(}&ﬂﬁw Ris A0id e :

ADOPTED AND APPROVED BY the Commion Council ¢f the City of Hammond,
Indiana, this day of i 1, 2015, M T

ATTEST:

Robert J. Golee, City Clerk
City of Harnmond, Indiana

The foregoing Ordinance Ne. _4,322 consisting of three (3) typewntten
pages, including this\pagegwas APEROVED ANR SIGNED BY E) the undersigned Mayor of
the City of Hammond, Indiana, this £ 3* C oLoNEE

‘.,McMott, Jr., Mayor
Hammorid, Indiana

| PASSED byxthe\Commont® aru ¢il on the ﬂﬁ} day of 1 }g[‘gyvjﬂj , 2014, and
| MR/DV‘QJ by the Mayor on the 24 = day of Decglbt | 2015,

(b1

Robert J. Golec, City Clerk
City of Hammond, Indiana




EXHIBIT A

PILOT Agreement




PILOT AGREEMENT

THIS PAYMENT IN LIEU OF TAXES AGRFEMENT (this “PILOT Agreement”) 1s

Date”), by and among the CITY OF HAMMOND INDIANA a mumc1pal corporatlon and
political subdivisions of the State of Indiana (the “City”™), and Sohl Avenue RCF, LP, an Indiana
limited partnership, and its permitted successors and assigns (collectively, the “Developer™).

BACKGROUND/RECITALS

WHEREAS, the City of Hammond, Indiana (the “City™) is a duly organized municipal
corporation and political subdivision under the laws of the State of Indiana, governed by its duly
elected Commn.- M Avrem e L V2 Tt DR . DRSNS LA
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WHEREAS, pursuant to the [HCDA Extended Use Agreement, the Project, as a Section

42 Property will be limited to charges rents as determined in accordance with the JTHCDA
Extended Use Agreement (the “Restricted Rents”) and in no event will such Restricted Rents
exceed 18% of the area median gross income;

WHEREAS, the IHCDA limitations as to Restricted Residents and Restricted Rents set
forth in the JHCDA Extended Use Agreement will cause the Project, as a Section 42 Project, to
be qualify as low income housing that accomplishes a chartable purpose by relieving the poor
and distressed under Internal Revenue Service Revenue Procedure 96-32 (collectively referred to
as “Charitable Low Income Housing™);



WHEREAS, the Project, as a Section 42 Project providing Charitable Low Income
Housing, may be exempt from property tax under IC 6-1.1-10-16(a);

WHEREAS, the Project, a Section 42 Project providing Charitable Low Income
Housing, the Developer qualifies as a “property owner” under IC 36-1-8-14.2(c):

WHEREAS, the Developer has agreed to make certain payment-in-lieu-of-taxes (the
“PILOT Agreement™);

WHEREAS, the City is authorized to enter into this PILOT Agreement pursuant to IC
36-1-3 et seq and IC 36-1-8-14.2 et seq; and
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n 1. Developer Compliance.

n 1.1.(a) Developer represcnts and warrants that it she
h the requircrments of /C 6-1.1-10-16.7 with respect to the

of the Estate as 2 low inc multifarmily residentiz
1ing the term of this Agreement Developer covenants and agr
liance with the requiremefits\of#346-1.1-10-16.7.
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Agreement which

itual covenants and
consideration, the

v agree as follows:

be at all times in
vnership, financing
care rental housing
; it shall at all times

s not confer any

mption or partial

exemption under IC 6 1.1-10-16.7, the Developer must timely file its Property Tax
Exemption Application, including renewal applications, if any are required, with the Lake
County Assessor requesting an exemption pursuant to IC 6-1.1-10-16.7 from Developer’s
obligation to pay all or any portion of its property taxes on the Real Estate; and

(iii) the Developer must meet its burden of proof under Indiana law
pursuant to the normal application and determination process applicable to IC 6-1.1-10-
16.7 to justify and receive such exemption.



Sectionh 2. Payment In Lieu of Taxes

Section 2.1. The annual amount payable by the Developer to the City Controller
hereunder shall be calculated and determined by the City Controller based upon a reasonable
method and calculation that is (i) consistent with the examples set forth in Exhibit B attached and
made part a part of this PILOT Agreement and (ii) applied by the City Controller to determine in
good faith the amount that the City would otherwise have levied upon the Real Estate if Developer
was a non-exempt taxpayer. Such amount determined by the City Controller shall be reduced (i)
first, by the amount of any property taxes for the tax year in question that are otherwise payable by
Developer as a result of Developer’s ownership of the Real Estate and (ii) second, by an annual
affordable housing developer grant back from City to the Developer in the amount necessary to
reduce the net annual amount pald to the Clty Controller under this Prlot Agreement to Fifty
Thousand Dol $50,000.00) ILieu of Amount”).

®
Sect % JMQ@mmEASOe S¢ sessed value of the
Real Estate S 1 1tlr the m forth in Exhibit C
attached to ¢ mmlmﬁmm‘&t'

Thls Document is the ,
Dever\ «_with respect to the
t

Section 2.3.7T i! ni; Ql;@
Real Estate shall be impiosed wo equal installments due and

payable on or before May 10 and November 10 of each successive calendar year, commencing

with the first sémiannual installment due and payable on or before May 10, 2016 (the “In Lieu of
Payments™). Upon receipt by the Developer of its Annual In Lieu Amount bill from the City
Controller, the Developershall compute annual amount of the A I/in Lien Amount due after

credit for the annual affordable housing developer grant back from the City 1o the Developer and
shall remit its caleulation and a copy of the Annual In Lien Amount bill together with its Annual
In Lieu of Payments. ! City Controller at ti ce of the City Controller with a copy to the
City, c¢/o the Director of the Redevelopment, on or before the installment due date. Such semi-
annual In Licu of Payments shall q@'ﬂ!‘s venty-Five Thousand Dollars ($25,000.00). The
obligation of the Developer to pay, .nual I Jagu of Amounts shall be subordinate to the
obligations ¢ Developer with respee o1k or the mortgape se 1g the Bonds.

Sect Developer herehyicesorvesdheright to contes peal the amount of
any tax asse Real Estate. “Aansuaiichallenge i) timely payment of
the Annual ] nt d Y ction in the Annual
In Lieu of Amount as a result of the contest or appeal shail be refunded to the Developer upon
the final determination by the assessor.

Section 2.5. Developer shall be liable for prompt payment of all In Lieu of Payments
when due. Developer shall be liable for all penalties, costs and expenses imposed under IC
6.1.1-22-1 et seq. and IC 6-1.1-37-1 or any statute which amends or replaces them for delinquent
In Lieu of Payments.



Section 2.6.In addition, in consideration for the City providing police and fire
protection to the Property, in the event the Annual in Lieu of Amount is less than $50,000 then
the Developer shall make a supplemental public safety surcharge payment to the City of an

amount so that for each year th no .
surcharge is $50,000. unt and the public safety
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Section 3. Termination.

Section 3.1. The parties hereto mutually may agree to terminate this PILOT
Agreement. Such termination agreement shall be in writing and executed by all parties. Upon
mutual termination pursuant to this Section 3.2, this PILOT Agreement shall become null and
void, and of no further force or effect between parties; provided, however, Developer shall pay
the applicable pro rata amount of In Lieu of Payments for the year in which such termination
occurs up to the date of termination, and receive a credit for all In Lieu of Payments already paid
for such year.

Section 3.2.Upon the last date on which applicable compliance period specified in
Section 42(i)(1) of the Federal Tax Code expires, Developer may terminate this PILOT

Agreement 1 er, Developer shall
pay the appl Ed@ﬁmé"ﬂte h such termination
occurs up to rerruination, and receive a credit for ai! ments already paid

, the parties hereto

, NOT OFFIGEAD -
" This Document is the property of

for such yece
agree to the

(a) atil suc}tﬁéeﬁmﬁmiﬂg@wii@ppropriate« 1ssessed for purposes
of property taxes, Developer shall pay to the ‘City Controller the property taxes for the Real
Estate accruing from and“after the termination date notwithstandine Developer’s tax exemption.
Also, Developer shall pay the applicable pro rataamount of Indaeu of Payments for the year in
which such termination occurs up to the date of termination, and receive a credit for all In Lieu
of Payments already paid {or such year

(b) Execptifor this Section 3.3, upon termination hereof all other provisions of this
PILOT Agreement shall become null land void, and.of no further force or effect between the
parties.

Section 4. j%

Sect L. Conditions Er ece dent Toj “{greement. anding any other
provision he Agreement shath be cond\tlcmeg{»upon

(@) ‘qulrmg efef” :Imff)’le tltle to the R

(b) the Developer executing and recording the IHCDA Extended Use Agreement.

Section 4.2. Captions; Incorporation and Exhibit. The captions and headings of
various Articles, Sections and Exhibit referenced herein are for convenience only and are not to
be considered as defining or limiting in any way, the scope or intent of the provisions hereof.
Notwithstanding the foregoing, each of the Recitals and the Exhibit referenced herein are
incorporated and expressly made a part hereof.

Section 4.3. Entire PILOT Agreement. This PILOT Agreement constitutes the entire
agreement of the parties, and all prior discussions, negotiations and document drafts are merged
herein. The parties acknowledge and agree that the Original Agreement is hereby amended and
restated in its entirety by the terms of this Agreement.




Section 4.4, Notices. Any notice, demand, request or other communication which any
party hereto may be required or may desire to give hereunder shall be in writing, addressed as
follows and shall be deemed to have been properly given if hand delivered (effective upon
delivery), if sent by reputable overnight courier, charges prepaid (effective the business day
following delivery to such courier) or if mailed by United States registered or certified mail,
postage prepaid, return receipt requested (effective two business days after mailing):

If to Developer:

c/o Sohl Avenue RCF LLC
401 N. Franklin Street, Suite 4 South
Chicago, lllinois 60654

Aen bl @) 268 6692L 1S
csimile: 53121 488-1919

Ifio Cir.. This Document is the property of
the Lake County Recorder!

¢/o Hammond City Hall
R25C nue
Hammond, Indiana 46320
Attention: I ristina K antar
[elephone: (219) 853-6381
Facsimile:  (219) £53-664
Email: law(@gohammond.com

or at siuch other address as the Q\"EF"'S'O’ served with notice may have furnished in

writing to the party seeking or desoing to se‘otice as a place for ihe service of notice.

Notices given inany other manner siiai! ective only upon receipt.
Sect Modi ion. A st Sor Waiv dification, watver,
amendment, AR |, Jess the same is in

writing and

Section 4.6. Governing Law. This PILOT Agreement shall be governed by and
construed under the laws of the State of Indiana.

Section 4.7, Time is of the Essence. Time is hereby declared to be of the essence of
this PILOT Agreement and of every part hereof.

Section 4.8. Execution in Counterparts. This PILOT Agreement may be executed in
any number of counterparts and by different parties hereto in separate counterparts, each of
which when so executed shall be deemed to be an original and all of which taken together shall
constitute one and the same agreement.




Section 4.9. Severability. If any provision of this PILOT Agreement is determined by
a court having jurisdiction to be illegal, invalid or unenforceable under any present or future law,
the remainder of this PILOT Agreement will not be affected thereby. It is the intention of the
parties that if any provision is so held to be illegal, invalid or unenforceable, there will be added
in lieu thereof a provision as similar in terms to such provision as is possible that is legal, valid
and enforceable.

Section 4.10. No Joint Venture. Nothing contained in this PILOT Agreement
will be construed to constitute Developer as a joint venturer with City or to constitute a
partnership between Developer and City.

Section 4.11. Constructlon The parties acknowledge that each party and each
party’s cour the normal rule of

construction drafting party will
not be empl % prel?tlm%tgreemc 0L ments or schedules
hereto. NOT OFFICIAL!

Sectiop 4. This I dothosizations the persogsexesnting = delivering this PILOT
Agreement o7 behall ofghe pagtics. %ﬁﬂi’}"ﬂ@c@ijd‘@imm to the other party that such

person is duly fauthorized to act for and on b&half of said party, and execute and deliver this
PILOT Agrecment in such capacity as is indicated helow,

Section 4.13. Assignment/Successor. This PILOT Agreement shall be binding
upon City, Controller and Developer, and all suceessor, gran 1ssignees of Developer with
respect to the Real Estate(or any portion thercof) which would otherwise be entitled to claim an
exemption for real properfy taxes imposed on th='Rea] [istate

Section 4.14. Recording. e City will cause, at Developer’s expense, this
PILOT Agreement and any other instrupontsiof fusther assurance to be promptly recorded, filed
and registered,~and-at all times to bejrecorded, Hif d registered, in such manner and in such
places as mz required by law togeEesernve [an stect fully the rights > City hereunder as

to all of the ed property.

_‘\\




‘ IN WITNESS WHEREOF, the undersigned parties have caused the execution of this
PILOT Agreement by their duly authorized officers as of the day, month and year first above
written.

CITY OF

7/ '7ﬂ // o
b £

9AMMOND r

2 Hegdheo Fara
Contriler / / J
60&"#/ 0

' bt Wavts &ﬁd’f@f/

STATE OF INDIANA

COUNTY OF //} k

state, personally appeared
acting for and behalf of
orn, stated that any
ect in all material

the City of
and all repr
respects.

Witn 2 : iasdlP 015.

My Commission Expires:

/5117 Labe

[Executions Continued on Following Page]




DEVELOPER:

SOHL AVENUE RCF, LP,
an Indiana limited partnership

By: Sohl Avenue RCF LLC,
an Indiana limited liability company,
its General Partner

By: Vemilion Indiana LLC,
its Managing Member

STATE OF

COUNTY OF

personally appeared
the execution of the
sole general partner
ated that any and all

representatioris and ! ot 2!l piaterial respects.

Witness my hand h
"-.‘_S.E.-\_\:,.".- ‘%
NDIN B

frpnnnid

KM«\?{K (w\ E , (bl«w\ Sy

Printed Signature

My Commission Expires: My County of Residence:

g (cob

L




This instrument is approved as to form thisé[j_ﬁlay oL Dl gentey . 2015 by James T.

Crawford, Jr.. outside special counsel 1o the Developer,

Prepared by and retumn after recording to: - James T. Crawford, Jr.. Krieg DeVault LLP, 12800
North Meridian Street, Suite 300, Carmel, Indiana 46032; (317) 238-6239.

[ affirm, under penalties for perjury, that 1 have taken reasonable care to redact each Social
Sccurity Number in this document, unless required by law. James T. Crawford, Jr.
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Legal Description

The site is located at 5620 Sohl Avenue, at the northwest comer of Hyles Boulevard and Sohl
Avenue; and is more particularly described as:

Parcel E in Replat of Douglas Pointe, a Planned Unit Development, in the City of -

Hammond, as per plat thereof, recorded in Plat Book 74, page 19, and as amended by
the Corrective Plat of the i orded in Plat Book 76, page 49,
in the Office of the Reco




EXHIBIT B

Gross PILOT Calculation

To determine in good faith the amount that the City would otherwise have levied upon the Real Estate
if Owner was a non-exempt taxpayer, each year the City Comptroller will determine the PILOT
calculation using a method described as follows:

Net assessed value of the Real Estate (NAV) as determined by lines {, 2 and 3 below
MULTIPLIED BY
City of Hammond Share of Overall Property Tax Rate
EQUALS

PILOT Caicuiafiom
Document 1s

As a general matter, “City gl T\ﬂ ‘ m Tax Rate” is intended to reflect

Hammond’s share of (ife ov gleff ErE | pplying the “Tax Cap” limitations
It tes . .

On PrOPEY 18+ ¢ This Document is the property of

To calculate “City0f Hamfiloss Pothon 65 overlyPReeoTal @, each ycar) the City Controller

will determine the percentage share of property taxes that would be paid to the City of Hammond by
applying the method illustrated in the tables on the following page. The source of information for the
City Controller’s annual update of thissmethod will besinformation onrtaxlevies for the relevant tax year
taken from the Certificd Budget Oder delivered to the Lake County Auditor as prepared by the Indiana
Department of Local Government Finance. The Certified Budget Orders for Lake County for 2014 and
2015 are posted on the web site for the DLGF. The tax rates in these two illustrative tables are taken from
the Certified Budget Orders for Lake County for 2014.and 20 5.

Line 1: Gross Assessed Value(GAV)' i)
Line 2: Less: Any applicable assessed (3 )
Line 3: Net assessed value of property b

Refer to the following page for two examples that illustrate the siethod to calculate “City of Hammond
Portion of Overall Property Tax Rate”.

' As determined in accordance with Exhibit C to this PILOT Agreement.

® Any and all applicable deductions allowed under IC 6-1.1-12 ef seg.

* The amount upon which taxes are calculated after all applicable deductions allowed assuming the property is
nonexempt.




Example 1 to illustrate the method to calculate “City of Hammond Portion of Overall Property Tax Rate”.

2013 pay 2014
Total Tax Rate NOT Tax Rates
Rate on Exempt  on Exempt
Debt Debt
Lake County 0.606 0.5743
Lake County - Exempt Debt 0.0208
Lake County- Park Bond #2 0.0109
Lake County Solid Waste Management District 0.0234 0.0234
North Township 0.0751 0.0751
North Township CCD
City of Hammond - 0301 1.9519
City of Hammongd'~ 0.0782
Hammond City School ] 0.6484
{ 0.8095
0.0190
Hammond Pu 854
0.0551
Hammond Sanita 2067
Sani 0.1069
Hammond Re 0.0229
Total o H881 1.1004
City of Ham 7.11%
Applicable tax rates ap 2.0000 1.1004
City of Hammond P 1.0585 0.0782




Examglé 2 to illustrate the method to calculate “City of Hammond Portion of Overall Property Tax Rate”.

ey OIS T

JTax Rates on

Rate NOT on
Total Tax Rate ExemptDebt  Exempt Debt

Lake County 0.6573 - 0.6331
Lake County - Exempt Debt 0.0141
Lake County- Park Bond #2 0.0101

Lake County Solid Waste Management District 0.0237 0.0237

North Township 0.0809 0.0809
North Township CCD 0

City of Hammond 1.8676 1.8265
0.0411

Hammond City School C 0.6973
. 1.0401
0.0388

Hammond Publi 0.1763
0.0525

Hammond S 0.2005
0.1004

Hammond Re 0.0217
Total o 36600 1.2971
City of Hamm 49.90% 3.17%
Applicable tax rat 2.0000 1.297
City of Hamum 7 0.9981 0.0411




EXHIBIT C

Assessment Method

This Exhibit C to the PILOT Agreement between the City of Hammond and Sohl Avenue RCF,
LP, its permitted successors and assigns, sets for the assessment method for the Project.

1. The Project is a Residential Property and is Subject to the 2% Property Tax Rate Cap

Unde 4, ~residential peapertyingludes 1at consists of (i) a
building tha % _Dﬂwmmttisn, Ny -eas shared by the

dwelling un 91@ m eay, and and on which the
building is | ’ m ill Emmo b . dwelling units on
approximate 7 . fi?¥ ﬂ@&? Prqj ]I”I 9; 'd as residential property
subject to the 2° ,arg%%{ gﬁgﬁé- . tﬁ% ﬁ%iﬂ)‘é of

€ €

ounty Recorder!

2. The Project will be Assessed Based upon Indiana's Statutory Assessment Methodology for
LIHTC Praopertic

The Project qualifies as a LIHTC property which is assessed in accordance with the
Indiana assessment statute for properties financed under Sectior42 of the Internal Revenue Code
of 1986, as amended. First, IC 6-1.1:4-40 provides that the value of the LIHTCs shall not be
considered in valuing the Project for| Indiana | ity tax purposes. Seccond, IC 6-1.1-4-41
provides that true tax value (i.e., assessed value) of LIHTC properties is equal to the greater of:
(i) the income capitalization approac}\l _let-k’s (1) the gross rents test value (i.e., the housing
rental revenue {or the prior year multipiicd aed divided by the 2% tax rate).

India specifically dirg€tsassessor J-use income and sts in deriving the
assessed val M1 C properticeiAophyingitie “cost appyc JAHTC property is
directly cow uirements of aw, specifically. 1 ) and -41.

3. The Project Shouid be valued Based upon the Rentai Income under indiana Law and not
the Business Services Income.

Because the Project will be categorized as LIHTC property and only the real estate is
subject to property tax, the assessment should be based on income and expenses related only to
the rental housing component of the Project, exclusive of the assisted living business services.
Specifically, the assessment should be based on the LIHTC rent limits and related expenses. The
property tax assessment should not include income and expenses related to the assisted living
business services, which are (a) explicitly optional based on the choice of the resident and (b)
delivered pursuant to a personal services contract that is separate and stand-alone from the rental
lease agreement. Indiana assessors are generally familiar with the concept of bifurcating the
value of the underlying real estate from the value of the "business operations", as this method is




commonly applied to the valuation of nursing homes, hotels, casinos and other real estate
intensive business operations.

4. The Allocation of Project Income and Expenses Should Allocate the Typical Costs of
Operating LIHTC properties to the Project.

The rents collected from the Project will the amounts collected based on the rental
agreements with residents for their occupancy of the apartment dwelling units. The rent on any
single apartment will be limited as provided in the LIHTC statute under Section 42 of the tax
code, which generally is 30% of the income for a person with income at 60% of area median
income, adjusted for household size. Further, the amount of rent that the Project can charge will
be further limited by the Indiana Department of Family and Social Services Administration will
permit as the d waiver program.

2| L PR VAW, ‘7- ) ¥
Documentis

The Mqcaged to the Prog 1o sho > typically incurred

from operat Né)?f ﬁ?ﬁzﬁ i’ﬂ&i\!l : s for site property

manager, of’ Tﬁ%lﬁo&e&ﬁigﬁﬁq& sﬂ{g ?ggélg ; gpers ]; maintenance and

operating expenses; audit expense; éar eting enses urance coverage for property,
liability and umbrella; ﬁtﬁ@fﬁ@n Q‘%nﬁxliiﬁcﬁfrg&'fnent fee equal to 5% of gross

revenues on apartment rental income, and; a replacement reserve equal to $400 per apartment per
year.

5. Example of these methods of Property Tox Assessment of theiProject.

IC 6-1.1-4-4] ides that true tax va e, assessed value) of LIHTC properties is
equal to the the gross rents test
value (i.e., t! 1 divided by the 2%
tax rate). T dperating income and
applying ac

The illustrated by this
example wh aluation under both
the income ares to identify the

greater of the two.

Income: The Project is 125 apartment units. Under Internal Revenue Code Section 42
and FSSA regulations prevailing as of November 2015, the maximum monthly rent is $681 per
apartment, Assuming a 7% combined vacancy rate to account for physical vacancy and bad debt
losses, monthly income would be $79,166 and annual income would be $949,995, which can
reasonably be rounded to $950.000.

Operating Expenses: The Project operating expenses related to the rental apartments will
include the categories of expenses identified above. Based on the typical operating costs for
LIHTC properties in established large urban areas, operating expenses are expected to be in the




range of $5,400-$6,000 per apartment per year. Choosing the mid-point of this range and
assuming $5,700 per apartment per year results in an operating expense of $712,500.

Net Operating Income: Revenues of $950,000 and operating expenses of $712,500 result
in Net Operating Income of $237,500 per year.

Capitalization Rate: With this set of facts, a capitalization rate in the range of 9.5% is
likely. The Property will be encumbered by a Section 42 extended use agreement that requires
the Property be leased to low income households for 30 years. Furthermore, many residents of
the Property apartments are expected to participate in the Indiana program to provide assisted
living personal services to residents under the FSSA Aged and Disabled waiver program.
Affiliates of rsonal services to

many Propert 3¢ E téﬁ : S: rs of the Property
and also sup valuedo thﬁegﬁ)%m W er‘!"g :,ivgual k ders or potential
purchasers would ey 7 IO FFTCIA L

“Income iyt AipETo A MIBFHAR INCE DB EIRE TAEORAEST $967 00 per year divided by
a 9.5% ‘capitalization rateﬁh@lbﬁ]@t@@%@tﬂgmﬂe@!ue of $2.500,000 according to

the Income Capitalization Approach.

Gross reits test yalue: Accordinggto IC 6<lmi-4-41, the gross rents test rent value is: the
housing rental revenue for the prior year multiplied by 5%, and divided by the tax rate. The local
tax rate for the Property.is approximately 3.035%, the 274 state cap plus 1.025% for exempt debt.
In this example, housing rental revenue of $950,000 per year multiplied by 5% and divided by
the tax rate of 3.035% 15"equalto n true tax value/ assesséd value of $1,565,074

Comparison of the two methods:

groing to IC 6-1.1-4-41 the true tax value (i.e.,
assessed value) of LIHTC properties

ie greater of: (1) the income capitalization

approach value: or (i7) the gross rentsiestvalue. Tindér this example, the value under the income
capitalization ach 15.$2,500,0002 e {Iross temss test value is ) 4,

The g se two methods ,A iDime capitaliza h that results in a
true tax value £2.500.0
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