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The Boston Financial Group e

May 25, 1988

Williez H. Pingree

Pingree & Dahle

648 Easc 100 South

Salt Lake City, Utah 84102

Franklia School

Dear Mr. Pingree:

This lezter summarizes the Principsl agreements we reached earlier this year
for an aquity plecement for the Franklin School Apartments (the "Property").
The Property consists of 40 apartments located in Great Falls, Montana.
Rental subsidy for fifteen ¥ears under Section 8 is expected for all of the
apartment units. The g¢ntire Property is expected to be eligible for the 20%
certifiec historie rehabilitation investment tax credit provided under
Secticon 46 of the Internal Revenue Code. The residential portion of the
Property is expected to be eligible to receive low-income tax credits
Provided under Section 42 of the Internal Revenue Code.

Based cr the information yeu have provided to us, this letter will summarize
the principal terms on which beston Financial quatified Hanging Tax Cradite
L.P. II ("BFQH") would acquire an interest in your Property.

1. The Partnership. The Property will be developed and operated by a
Partaership (the "Partnership") whose general partners will be Williag H.
Pingree, Jr., Norman C. Dahle, and Martin L. Artiano (collectively referred
to herein as the "General Partners"). The General Partners and the
Partnership will be required to submit to BFQH financial statements reviewed
by a firm of independent certified public accountants. BFQH will require
that the firancial rescurces of the General Partners be sufficient to mee:
their obligations as described in Paragreph 8 below.

affiliazes of Bosten Financial, would be the pPrincipal limived partner of
the Partnership. The limited partners of BFQH will be a group of investors
arranged by Boston Financial. A corporation affiliated with Boston
Financisl will be a "Special Limited Partrer" of the Partnership with
certain restricted management rights and & small interest in sale proceeds.

The Buston Financial Group
Incorporaced

225 Frunklin Street
Boston, Massachusens 02110-2892
617-542-4475
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2. Sur=zry of Compensation. The General Partners and their affiliates
will receive the following compensation under this proposal.

i i i foll :
il ?arxtal contributions of ?8101000' Farable as follows

{i) Admission $162,000
{ii) Completion 324,000
{(iii) Historic Certification 162,000
(iv) March 1, 1990 162,000
Total $810,000

b. Interest on capital contributions after completion

¢. Cash flow prior to the first anniversary of
completion: 100%.

d. Cash flow subsequent to the first anniversary
of completion: 1%.

e. Incentive Management Fee from cash flow

f. Tax credits: 1%,

-~

g. Sale proceeds: 30%.

3. Capital Contributions. As outlined in paragraph 2 above, BFQH would
make $81C,000 of capital contributions to the Partnership in the following
amounts, sthbject to certain conditions. We anticipate that BFQH would be
admitted to the Partnership on or after the initial closing of the
construction loan end the issuance of a satisfactory commitment for
permanent financing.

Upor admission te the Partnership, BFQH would make the first installment of
its capital contributions of §$162,000. Upon the later to occur of
completicn of the rehabilitation of the Property or filing of the
Partnerstip's tax return for calendar year 1988, BFQH would make the second
dnstallment of its capital contributions of $324,000. The third installment

0f 00DI0C) GONGTIDUSIONG 94 Aa8R.200 Wewld By peid upon the later to occur
of the following events: certification of the historic rehabilitation of
the Property; or determination of the investment tax credit and the annual
tax credi: for the Property by the Partnership's accountants. The fourth
and final installment of capital contributions of $162,000 would be would be
paid upon the later of March 1, 1990 or the date of the filing of the
Partnership's tax return for calendar year 1989.

Beginning on the date of completion of the renabilitation of the Property,
the interest earned on the unreleased poriions of the capital contributions
would be allocated to the General Partners and their affiliates.

In addition to these substantive conditions, each installment will be
contingent upon the satisfaction of various represenctations and warranties
designed to insure the Property's continued financial health and viability,

(5]

(]

by
+

1]

T




TUH=-1 T =52

including (1) no existing, pending or threatened foreclosure of the
Property, {2) no existing, pending or threatened bankruptcy of any General
Partner, {3) no material default under eny Property financing or regulatory
documents, (4) mo violation of or impediment to the Property's eligibiliry
for tax credits, and (5) no interruption of the Property’'s tenant subsidy.

Tha sopitsl sssrvribuvienc by RIQH arc not of all trancontinn anctc and fooc
associzted with raising the capital. The sum of the capital contributions
and the transaction costs are referred to herein as BFQH's "Allocable
Investment”. The Allocable Investment is projected to be $1,080,000.

4. Adicstments to Capital Contributions. BFQR's primary objective in
acquiring en interest in your Property is to deliver to its investors an
annual stream of tax credit and cash flow benefits equal to 17% of the
Allocable Investment in your Property, net of 80% of the historic
rehabilitetion investmeat tax credit (the "Target Yield™).

Accordingly, the partnership agreement will provide for various adjustments
to preserve the Target Yield. The adjustments will cover situations which
affect the amount of and the availability of the annual tax credit and the
jnvestment tax credit. The adjustments will include both situations
involving CRanges &t the Time Tne Froperty 1S placed in Servace as well aus
situations, such as an sudit, which subsequently lead to adjustments to the
tax credits, The adjustments will be designed to reduce capitel
contributicns in such cases so that BFQH's investors receive benefits equal
to the Target Yield.

5. Operazing Benefits. As outlined in Paragraph 2 sbove, the profits,
losses ard tax credits of the Partnership will be shared among the partners
as follsws: 99% to BFGH and 1% to the General Partners.

Because the economics of subsidized housing are unpredictable, we have not
priced the full amount of the projected cash flow. Instead, much of the
cash flow would be allocated to the General Partners through the Incentive
Menagezern: Fee described in Paragraph 6 below.

Cash flow will be shared as follows:

Firss, to pey BFGH its annual Priority Distribution (as described in
Paragrazh 6 below);

Second, to repey eny Operating Expense Loans (as described in
Paragrapn 8.D below);

Thi-d, te the payment of the Incentive Management Fee to the General
Partners; and .

Fourzh, 99% to BFQH and 1% to the General Partners.

In addition, BFQH would be entitled to increased priority distributions from
cash flcw and sale proceeds if any of the low-income credit is recaptured
due to &ny unit ceasing to qualify as & low-income unit.

6. Management Fees. The management agent will be entitied to receive The
normal management fee permitted by HUD. In addition, after BFQH has
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received czsh flow equal to a cumulative annual "Priority Distribution” of
$10,000, sz affiliate of the General Partners will be entitled to a
non-cusulative "Incentive Management Fee" equal to 5% of the gross revenues
of the Property, payable from cash flow in &Xcess of the prioriry
distributizs and any repayments of Operating Expense Loans.

7. Sale Proceeds. The net proceeds of e sale or refinancing will Dbe
shared as Fzllows:

First, to the Genaeral Partners, TO repay any Operating Expense Loans;

Second, to repay BFQH's Allocable Investment;

Third, to the extent BFQH has not received cash flow from operations
equal to the cumulative annual Priority Distribution or to the extent BFQH
hes not received the projected low-income credits as a result of any unit
ceasing te gualify as a Jow-income unit, Two times any shortfall;

Foursz=, $10,000 to the Special Limited Partner; snd

Tiftk, 50% to BFQH and 50% to the General Partners.

|

B. (Generz: Partner Obligations. The General Partners will have the
following cbligations:

A, Construction Completion. Construction or rehabilitation of the
Properiy must be secured by payment and performance bonds or other
secur.ty acceptable to BFQH.

B. Teveleopment Dbligation. Through the later of the first anniver-
sary of completion or the date the Property achieves substantial
occupincy (the "Development pate"), the General Partners will be
oblizzzed {the 'Development Obligation'") to complete the FProperty in
acceriance with plans eand specifications, arrive at final clesing, and
funé any operating deficits. Any such advances will be without
reizh rsement.

To sztisfy the Development Obligation, the General Partners will have
avaiisble (1) the proceeds of the mortgage loan, (2) the capitel

conz-ibutions, and (3) any net cash flow generated by the Property
thrcuzh the Development Date.

To =2e extent that the funds available exceed the requirements under
the Development (bligationm, the balance, including any net cash fleow
thro:zh the Development Date, would be paid to the tenersl Partners as
a development fee. :

¢. Purchase Obligation. The General Partners will be obligated to
purctase BFQH's interest in the Partnership if (1) completion of the
yehe-ilization of the respective portion of the Property is not
achizved by December 31, 1989, or (2) at any time pefore December 31,
1955 (a) an action is commenced to foreclose, sbandon, or permanently
enjcin construction of the Property, (b) the Property loses its tenant
subsidy, or (e¢) the Property is disqualified from obteining t&x
creéits; under certain conditions and for a limited period of time the
‘Parrtaership will have an cpportunity to cure any such problems. The
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10. Assuzptions. This proposal depends upon the accuracy and verifiability
of the assumptions used in the analysis of the Property. The amount of the
p— equity is particularly sensitive to the assumptions about the debt, property
revenues, property expenses, and the eligible basis for The tax credits.

We have assumed that our counsel will be able to issue an opinion regarding
Partnership allocations; the availability of the investment tax credit under
the at-risk rules, particularly with regard to the so-called "80% test” and
any related issues; the non-recourse nature of the mortgage loans; and other
material tax and partnership matters.

I1f any of the assumptions prove 1o be materially inaccurate, this proposal
will have to be modified.

BFQH will prepare for review by the General Partners a detailed agreement
(the "Investment Agreement”) describing the terms and conditions upon which
BFQR will acquire the interest in the Partnership described herein. The
Investment Agreement will incorporate an Amended and Restated Agreement and
Certificaze of Limited Partnership and other related documents. The
Investment Agreement is to be satisfactory to the parties hereto and their
respective counsel.

The Boston Financial Group Incorporated is a nationally recognized expert in
affordable housing. We have raised more than §850,000,000 in leveraged
equity for over 3500 properties with & total cost in excess of
$3,300,00C,000. Based upon & long history of conservative structuring and
economiz evaluation o©f properties, we have a strong record of success for

! irvestments which we have sponsored over the past 18 years.
As I hepe you know, we are very pleased to be your partmers in your Elmore
Horel ané the Medford Hotel properties, in which our first public
partnership 2cquired an interest. In fact, we are using a photograph of the
Medford Hotel in marketing our curreat offering.
We look forward to closing our investment in this property as soon as
possible.
Best regards,
B Je Kiernan
Vice President
cc: William E. Haynsworth
FraSch PL
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May 25, 1983

William H. Pingree
Pingree & Danle

648 East 100 South

Salr Lake City, Utah 84102

New Grand Adzrtments

Dear mr. Pingrea;

This letter summarizes the principal dgreements we reached earlier this year
for an equizy Placement for the New Grand Apartments (the "Property"). The
Property consists of 108 apartments located in Salt Leke City, Uran. Rental
subsidy for fifteen years under Section 8 ig expected for all of the
8pertment units. The entire Property is eXpacted to he eligible for the 20%
certified historie rehabilitation investment tax credit provided under
Section 45 of the Internal Revenye Code. The residential portion of the
Properry is ¢xipected 1o be eligible to receive Jow-income tax credits
pProvided under Section 42 of the Internal Revenue Code.

Based-ez she information you have provided ro ©s, this letter will summarize
the Principal! terms op which Boston Financial Qualified Housing Tax Credics
L.P. II ("27gz") would acquire ap interest in your Propezty.

- The Par:nershgg. The Property will be developed angd Operated by a
artnershnip (:hé_“Partnership"J whese general Partners will be William H.
: r., Norman C. Dahle, and Martin L, Artiane (collectively referred
283 the "Genera] Partners"). The General Partners apg the
Par:nership will be required Te submit to BFQH financial Statements reviewed
5y a firm of indeperndent certified public accountants. BFQH will require
that the financial Tesources of the General Partners be sufficient ro meet
their obligsrions as described in Paragraph 8 beloy.

BFQH, s publicly registered limited Partnership whose general partners are
effiliares of Boston Financial, yould be the principal limited partner of
the Partnership. The limited partnersg of BFQH will be & group of investors
arranged by Boston Financial. 4 corporation affiliated with Boston
Financial will pe 4 "Special Limited Partner" of the Partnership with
€ertain restrictsd hanagement rights and a small fnterest ip sele proceeds.

The Boston Financiaj Group
Incorpocaru

235 Frunkidin 7.,

ML
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2. Sum=2ry of Compensation. The General Partners and their affiliates
will receive the following compensation under this proposal.

a. Capital contributions of §2,205,000, payable as follows:

(£) Admibasen d 441,838
(ii) Completion - 882,000
(iii) Histeric Certification 441,000
(iv) March 1, 1990 441,000
Toral $2,205,000

b. Interest on capital contributions after conpletion

c. Cash flow prior to the first anniversary of
completion: 100%.

d. Cash flow subsequent to the first anniversary
of completion: 1%.

e. Incentive Management Fee from cash flow -
f. Tax credits: 1%.
§. Sale proceeds: 50%,

3. Cezital Contributions. As ontlined in paragraph 2 above, BFQH would
make $2,205,000 of capital contributions to the Partaership in the following
amounts, subject to certain condirions. We anticipatre that BFQE would be
&dmitted To the Partnership on or after the initial closing eof the
construction loan and the issuance of a satisfastory commitment for
permanert financing.

'pon admicniam es ehs Davenawsliy, DIQH weuwld wale whe [lise Lfuseellucus vy
its carital contributions of $441,000. Upon the later to occur of
cempletion of <the rehabilitation of the Property or filing of the
Partnership's tax revurs for calendar year 1988, BFQE would make the second
installmeat of its capital contributions of $882,000. The third installment
of capital contributjions of $441,000 would be pajd upon the later to occur
of the following events: certification of the historic rehabilitation of
the Property; or determination of the investment tax c¢redit and the annual
tax credit for the Property by the Partnership's accountants. The fourth
and final installment of capital contributions of $441,000 would be would be
paid upen the later of March 1, 1990 or the date of the filing of <the
Partners:ip's tax return for calendar year 1989.

Beginnirg on the date of completion of the rehabilitation of the Property,
the interest earned on the unrelaased portions of the capital contributions
would be allocated to the Genersl Partners and their affiliates.

In addition to these substantive conditions, each installment will be
contingent upcn the satisfaction of various representations and warranties
designed to insure the Property's continued financial healrh and viability,
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ineluding (1) po eXisting, Panding or threatened foreclosure of the
Propercy, (2) no existing, pending or threatened bankruptcy of any General
Partner, (3) no material default uynder any Property financing or regulatory
documez:s, (4) ne violation of or impediment to the Property's eligibility
for tax credirs, and (5) no interruption of the Property's tenant subsidy.

The capital contributions by BFQH are net of all transaction CosSts and fees
2s5sociated with raising the capital. The sum of the capital contributions
and the transaction €oSts 8&re referred to herein as BFQH's “Allocable
Investment”., The Allocable Investment is projected to be $2,940,000.

&  Adinstmerrs r (api - )
acquiring an interest in your Property is to deliver to jtg investors an
&nnual stream of tayx ¢redit and cash flew benefits equal to 17% of the
Alloczble Investment jp your Property, netr of 80% of the historic
rehabilizazion investment tax credir (the "Target Yield™),

Accordinglv, the P&rinership agreement will provide for various adjustments
to preserve the Target Yield. The adjustaments will Cover situations which
effect the amount of and the evailability of the annual tax credit and the
investment tax credit. The adjustments will include both situations
involving thanges ar the time the Property is Placed in service as well as
Situetions, such as an audit, which Sucsequently lead to adjustments to the
- Tax gredits, The adjustments will  be designed to reduce capital
contridutions in such céses so thar BFQH's investors receive benefits equal
Lo the Tazget Yield.

3. Overazing Benefits. 4s outlined ip Paragraph- 2 above, the profics,
losses and tax crecits of the Partnership will be shared 4nong the partners
as follews: 99% o BFQH and 1% o the General Partners.

Because the economics of subsidized housing are unpredictable, we have not
priced the full amount °f the projected eash flow. Instead, much of the
cash flow wsuld be allocated to the General Parrners through the Incentive
Management Tee described ip Paragraph 6 belew.

Cash flow w:i1 be shared as follows:;

First, to Pay BFQK its annual Priority Distriburien (as described in
Paragraph ¢ below);

Second, to Tepay any Operating Expense Loans (as described in
Paragraph §.D below);

Third, to the payment of the Incentive Management Fee to the General
Partners; ard

Fourzh, 99% o BFQH and 1% to the General Partners.

In addicion, BFQH would be entitled to increased priority distributions from
cash flow and sale Proceeds if any of the low-income credit is recaprured
due to any unit ceasing to qualify as a low-income unit.

8. Management Fees. The management agent will be entitled to receive the
normal managementr fee permitred by HUD. In addition, gfter BFQH has




receivel cash flow equal to a cumulative annual "Priority Distribution" of
$22,020, an affiliate of the General Partners will be entirled to a
non-cusulative "Incentive Management Fee" equal to 5% of the gross revenues
of the Property, payable from cash flow in excess of the priority
distriduticn and any repayments of Operating Expense Loans.

7. Sale Proceeds. The net proceeds of a sale or refimancing will be
shared as follows:

Firsz, to the General Partners, to repay any Operating Expense Loans;

Second, to repay BFQH's Allocable Investment;

Third, to the extent BFQH has not receivaed cash flow from operations
equal te the cumulative annual Priority Distribution or to the extent BFQH
has not received the projected low-income eredits as a result of any unit
ceasing to qualify as a low-income unit, two times any shortfall;

Fourth, $10,000 to the Special Limited Partner; and

Fifth, 50% to BFQH and 50% to the General Partners.

8. Gensral Partner Obligations. The General Partners will have tThe
following obligations:

A. Construction Completion. Construction or rehabilitation of the
Property must be secured by payment and performance bonds or cther
security acceptable to BFQH.

B. Develooment Obligation. Through the later of the first anniver-
sary of completion or the date the Property achieves substantisl
occupancy (the "Development Date"), the General Partners will be
obligated (the "Development Obligation™) to complete the Property in
accordance with plans and specifications, arrive ar fioal closing, &nd
fund any operating deficits. Any such advances will be withour
reimbursement.

To satisfy the Development Obligation, the Genera! Partners will have
availeble (1) the proceeds of the mortgage loan, (2) the capital
contributicns, and (3) any net cash flow generated by the Property
tirrough the Development Date.

Te the extent that the funds available exceed the raquirements under
the Development Obligation, the balance, including any net cash flow
through the Development Date, would be paid to the General Partners as
a development fee.

€. Purchase Obligation. The General Partners will be obligated to
purchise BFQH's interest in the Partnezship if (1) completion of the
rehabilitarion of the respective porzion of the Property is not
achieved by December 31, 1989, or (2) at any time before December 31,
198% (a2) an action is commenced to foreclose, abandon, or permanently
enjoin construction of the Property, (b) the Proparty loses its tenant
subsidy, or (c) the Property is disqualified from obraining tax
credits; under certain conditions and for a limited period of time the
Partnership will have an opportunity to cure any such problems. The




vurchase price wWill be equal o 83% of the Allocsgble Invectment Priay
=0 the latest o oczur of the following events: Decegbar 1, 1988; the
"Offering Terminatjon Date”; or the dare on which the "Investment
Committee" of the Managing General Partner of BFQH has given approva}
(vithout Tegard to whether any conditions are 8ttached to gych

I BFQH (as Such rterms ayre defined -in the Prospectus of BFQH).
Thereafter, the Purchase price will be equal +to the Aliccable

Investment. .
D. Ogerating Obligation, During the period commencing onp the
Development Dare and ending on the lazer of the fourth anniversary of

the Development Date or the date the Property achieves breskeven Opera-
tions for gsix consecutive months, the General Partners wi13 be
obligated to advance all funds needed to cover OParating deficirg
(including reserve funding of $120 per #partment per Year, norma}
repairs, and heécessary capital improvements).

sr wvaaidual. 4o Jc...:c.‘..fL-aJ HN Paaag;cyhb J aua 7 ebove,

E. Complianee Obligation. The General Partpers shall cake any and
ell actions required to ingure that the Property wili continue tg
qualify for low-income tax credits and rhe investment tax credit. The
General Partners shall not take any action which would terminatg the
quaiification of the Property for low-income tax credits withour The
consent of BrQH.

9.  BFQX Mena ement Rights. The conseat of BFQH will be Tequired (a) =g
sell or refinance the Prope::y, (b) rto withdraw, admit, oy sSubstitute
General Partne:s, or (¢) to sell, 4ssign, encumber or bledge the Zeneral
Partnership intarests, After the dare which is ten years after the
completicn of the rehabilitation of the Property, bowever, the consent of
BFQH will not be Teguired to sell the Property provideq that the sale of the
Properzy would Tesult in a eagh distribution to BFQH of an amoupnt eéqual eo
tWo-and-cne-halys times the Allocable Investment of BFQH for the Property
Plus the amounr of any recaprure of the low-income tax credits and interesr
thereon which would be payabie by the partpers of BFQH as a result of the
sala of the Property.

In addizion, (8) in the event that any of the General Partners Boes bankrupt
and the remaining Genersl Partners are unable to fulfill the obligations of
the Genewrs] Parzners, (b} if the Partnership or the General Partners ara in
material defauls undey their commitments and obligations, or (c) in certain
cther limited circumstances, BFQH will have the right to remove the General
Partners and substitute the Special Limited Partner or another affiliate of
Boston Firancial as g Successor general bPartner with the powers of managing
general parzner.




10. &Assumotiong. This proposal depends upon the accuracy and verifiability
of the zssumpTions used in the analysis of the Property. The amount of the
equity is particulerly sensitive to the assumptions about the debt, property
revenues, property expenses, and the eligible basis for the tax credits.

We have assumed that our counsel will be able to issue an opinion regarding
Partnership allocations; the availability of the investment tax credit under
the at-risk rules, particularly wirh regard to the so-called "80% test' and
eny related issues; the non-recourse nature of the mortgage loans; and other
material tax and partnership matters.

If any of the assumptions prove to be materially inaccurate, this proposal
will have to be modified.

BFQH will prepare for review by the General Partners a detailed agreement
(the "Iavestment Agreement”) describing the terms and conditions upon which
BFQH will acquire the interest in the Partnership described herein. The
Investren: Agreement will incorporate an Amended and Restated Agreement and
Certificaze of Limited Partnership &and other related documents. The
Investmert Agreement is to be satisfactory to the parties hereto and their
respective counsel. |

The 2oston Financial Group Incorporated is a mnationally recognized expert in
afforcable housing. We have raised more than $850,000,000 in leveraged
equity for over 500 properties with a total «cost in excess of
$3,300,000,000. Based upon a long history of conservative structuring and
economic evaluation of properties, we have a strong tecord of success for
invescments which we have sponsored over the past 18 years.

s 1 hope vyou kncw, we are very pleased to be your partners in your Elmore
Hotel &nd the Medford Hotel properties, in which our £irst publizc
parznesship acquired an interest. In fact, we are using & photograph of the
Medford Hotel in marketing our current oifering.

We look forward to closing our investment in this property as socan as
possible.

Best regazds,

%}m, '

Bruce Kiernan
Vice President

cc: William E. Haynsworth
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