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PRIVILEGED AND CONFIDENTIAL
MEMORANDUMIGR: Mary Andersun, Production Division Ditector (3AHM)
ATTN: Lesley Johnson, Senior Underwrﬁ (SAHM)
FROM: Courtney Minor, Regional Counsél (5AC) /
DATE: February 7, 2017
SUBJECT: Waiver Request (HUD-2) for Site Unit Number Minimum

West Town Housing Preservation/West Town Phase I and
Phase II (the “Project™)

711-717 North Ada, Chicago, Ilinois

FHA No. 071-35892

Your office has requested our review of a request for waiver of (1) the Multifamily Accelerated
Processing (MAP) Guide, Guidebook 4430.G., Section 3.1.CC. and (2) federal regulation 24 C.F.R.
§ 200.73(c) on behalf of Bickerdike Redevelopment Corporation (Mortgagor). The Mortgagor and
Draper & Kramer Commercial Mortgage Corporation (Lender) are applying for Section 221(d)(4)
mortgage insurance. A copy of the waiver request (form HUD-2) with the Regional Counsel’s
determination is attached.

Requirements of the MAP Guide that are not statutory or regulatory may be waived by the
Regional Center Director.! Regulatory requirements may only be waived by an appropriate
Assistant Secretary. Statutory requirements may not be waived.

Factual Background

West Town Housing Partners Phase I was developed in 1983. Phase I consists of 140 townhouses
in 30 buildings receiving Project-based Section 8 housing assistance.

West Town Housing Partners Phase.Il was developed in 1988. Phase II consists of 113 townhouses
in 30 buildings and 65 units in 8 buildings receiving Project-based Section 8 housing assistance.

! Certain MAP Guide waiver requests must be approved in HUD Headquarters; this proposal does not fall under the
types of waiver requests listed in Section 11.F.2 of the MAP Guide.
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Relief Sought

MAP Guide Section 3.1.CC. allows for FHA-insured multifamily property sites to consist of two
or more noncontiguous parcels of land when the parcels comprise one marketable, manageable
real estate entity and each parcel (or combination of contiguous parcels) has at least 5 units. The
MAP Guide provides factors that should be considered in underwriting and determining whether
a scattered site property is one marketable, manageable real estate entity.

Federal regulation 24 C.F.R. § 200.73(c) states the following:

“The improvements shall constitute a single project. Not less than five rental dwelling units or
personal care units, 20 medical care beds, or 50 manutactured home pads, shall be on one site,
except that such limitations do not apply to group practice facilities.”

Lender acknowledges that a number of the 68 parcels in Phase I and II contain fewer than five
units. Therefore, Lender and Mortgagor recognize that the waiver proposal conflicts with the
regulatory provision cited above.

The five-unit minimum requirement was not found in Section 221(d)(4) of the National Housing
Act, 12 U.S.C. §1715I, therefore, the proposal does not conflict with a statutory provision.

Lender attached to its waiver request two examples of projects in other HUD Multifamily regions
in which waivers of 24 C.F.R. § 200.73(c) were granted by the Assistant Secretary for Housing —
Federal Housing Commissioner based on the factors in the MAP Guide for determining whether a
scattered site property is one marketable, manageable real estate entity. But neither Lender nor
your office were able to locate copies of the cited waivers themselves or the names of the HUD
counsel that determined the statutory or regulatory conflict(s) in those prior approvals.

Your office did provide a separate July 5, 2016 letter from the Principal Deputy Assistant Secretary
for Housing approving another request to waive 24 C.F.R. § 200.73(c) for 233 units on 23 land
parcels, 6 of which have less than the five units required by regulation.

Conclusion

Our Counsel Determination is that the waiver proposal does conflict with regulatory provision
24 C.E.R. § 200.73(c). Multifamily Midwest has determined that Project effectively operates as
one rental property and will request a regulatory waiver from the Assistant Secretary for Housing
— Federal Housing Commissioner. We agree the Assistant Secretary must approve this waiver
request and that no other regulatory or statutory provision impedes your official election.

Please contact C.C. Huang, 312-913-8514 or Cissy.C.Huang@hud.gov for any further assistance.

Attachment(s):
1. Request for Waiver of Housing Directive by Draper & Kramer Commercial Mortgage
Corporation on behalf of Bickerdike Redevelopment Corporation (form HUD-2)



Request for U.S. Department of Housing OMB Approval No. 2502-0029
K . R . and Urban Development (Expires 08/30/2018
Waiver of Housing Directive Office of Housing (Expires 0S/20/2016)
Faderal Housing Commissicnar
1. Field Office 2. Program and DAS (2.g., mukitamily davalopment) WeskHTown ""\11\1~$'l(j ¢0eServahon
Chicago 221(4)(4) >7{-35%92

3. Waiver Requsted by (person, entity, HUD employes)
Draper and Kramer Commercial Morigage Cop on bzhalf of orlgagor

4. Walver liem (directive number, dale, page, paragraph, elc.)
Waiver of Chapter 3.1, Paragraph CC and 24 CFR 200.73(c)

Refiei Sought

Per HUD requirements, non-contiguaus parcels can be undzrvritten as a single loan, provided that cerain condilions are met, including thal none of {he
individual parcels contain fewer then rive units. The Project cansisis of 318 apariment units on 63 saparate siies, all of which are lozatad on the nzar
Narihwest Side of Chicago. A number of the individuat parcels contain fewer than five unils. The unit count on 2ach pareel ranaes fram ten to hustia Tha
=TI OIS Hial @i o) Lisse properugs nava nad. of currently nave, HUD-insured morigages. The Lender requests {hat this five-unil minimum be waived
and thal all 318 uniis bz included in this Iban reguest. regardless of the unil-count on an individual parcel.

5, Dd 3 check of SnaePaintin caie x| Yas (skip MNo.6) | Ii previously epproved, give Counsal's nam le of epprov.
5. e Asproe cf 8 sy rtar | x| a5 (skip Mo. 6) ¢ If previously epproved, g 2l's name and dale of epproval.
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8. Counsal Determination. The Waiver Proposalw conﬂictsg with statutory or ragulatory provisions (cite rule or provision)
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. Empioyee Justification (zttach additional pagfs it n2cessary) ’
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As oullined above, the project efizclively oparates as one, 318-unit renial property. The entire portfolio was developad by Bickerdike Radevalopmant
Corporation which has mzintained an ownarship position sinca that time, and which is currently in the process of buying out the remaining equity pariners.
HUD hes financad all or paris of tha Project sinca it was buill in the early 1830s. Alf units in the porifalio ara subjact to long-term HAP coniracl rents. In
consideration of HUD's long affiliation with the Projazt, and given the dir2 nead to praserve guzlity, affordable housing on the nzar Northwest Side of
Chicago, the Lendar raguests that the MAP Guids requirement that each individual parcal contain five or more units bs waived, and thal zll 68 parcais be
included as part of the collateral for this loan. Piease see attached page wilh recent approvals of this waiver request in similar circumstzncas Finally, thesa
properties are lozatad in an ares Ot Chicagp-fiat has sean rapid gentrification over the past several decades, making the preservation of thase 318 unils as
affordable housing an urgen concern" )
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Fizld Otlice Concurrence
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8. E CGranted Housing Dirsctor (Signature) Dal2

E Not Grantad
Commenls B

Public reporting burden for this callection of information is estimated to average XX minutes per response. including the time for reviewing instructions,
searching existing data sources. gathering and maimaining the data needed. and completing and reviewing the collection of information. HGD may not
collect this information. and you are not required 1o complcte this form, unless it displays a currently valid OMB control number.

Distribution: {includas waivers granted and denied)
Original lo Field Ofiice;

One copy 1o each of the follaving: Director, Organizational Folicy, Planning and Analysis Division, Room 8118, HUD Headquarters, HRO
Assistant Genaral Counsel, Multifamily iorigage Division, HUD Headquarters, Room 9230, CAHAA
And one copy tc elther of the following: Office of the Deputy Assislant Secretary for Single Family Housing, Room 9282, HUD Headquariars, HU

Office of the Deputy Asslsiant Secretary for Multifamily Housing, Room 5106, HUD Headquartars, HT

Previous versions obsolete form HUD-2 (12/2013)



