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June 12, 2025

Mr. Kevin Connelly
President

Connelly Development
125 Old Chapin Rd.
Lexington, SC 29072

Dear Mr. Connelly:

The Commitment Letter dated June 12, 2025, between Enterprise Housing Credit Investments,
LLC (“Enterprise”’) and Connelly Development (“Sponsor’’) was requested by the Sponsor
specifically for the purpose of applying for tax credits and/or soft financing and is not binding on
the part of Enterprise. Any financing contemplated therein is subject to further negotiation, the
approval of Enterprise’s investment committee and availability of capital prevailing in the
marketplace at closing.

Should you have any questions regarding this letter, please contact me by phone at 202 407-8725
or email at kporter@enterprisecommunity.com. We wish you the best of luck and look forward to
working with you in the future.

Sincerely,

Katie Porter
Director, Acquisitions

ENTERPRISE HOUSING CREDIT INVESTMENTS, LLC.
11000 Broken Land Parkway® Suite 700 ® Columbia, MD 21044 ® 410.964.0552 ® www.EnterprisesCommunity.org

If there is a discrepancy between any figures shown in this letter, compared to the projections shared by Enterprise,
please defer to the projections.


mailto:kporter@enterprisecommunity.com

Thank you for considering our proposal! This letter outlines the terms and conditions

under which Enterprise Housing Credit Investments (“Enterprise”) as representative for one or
more equity funds will make an equity investment in Stillwater Ridge (the "Project") located in
Spartanburg, SC.

A.
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The Project

e Involves the new construction and/or acquisition and rehabilitation of 200 rental units
in 1 building, 100% of which will be leased to LIHTC-eligible households

e I[s projected to qualify for:

o $2,498,633 of annual Federal Low-Income Housing Tax Credits (the "Federal
Housing Credit"), based on the following tax credit percentage, which will be
locked as of closing: 4% for construction

o $2,124,564 of annual State Low-Income Housing Tax Credits (the "State
Housing Credit")

Project Ownership, Fees, Cash Flow and Capital Proceeds Allocations

e Sponsored by Connelly Development (the “Sponsor”)

e The general partner will be a for-profit subsidiary of the Sponsor (the “General
Partner”), which will be a single purpose entity with a 0.01% interest in the
partnership. While the LOI refers to an LP structure for the partnership, the Sponsor
may subsequently propose to use an LLP or LLC structure.

e The Enterprise equity fund will be the limited partner (the "Limited Partner") with a
99.99% interest in the partnership.

e Development Fee — the development fee in the amount of $5,000,000, will be payable
as follows:
o $2,645,125 is projected to be paid out of equity as detailed in Section C below
o The remainder is deferred and paid from cash flow at the interest rate shown
in the projections.

e Investor Services Fee - the Limited Partner will receive an investor services fee of
$10,000 inflating 3% per year paid in accordance with Section E. Unpaid investor
services fee will accrue without interest and be paid as a priority from subsequent cash
flow or proceeds from refinancing or sale.

e Partnership Administration Fee - the General Partner will receive a partnership
administration fee of up to $25,000, inflating at 3% per year paid in accordance with
Section E. Unpaid partnership administration fee will accrue without interest to be
paid from subsequent cash flow or proceeds from refinancing or sale.

e Gross Income Allocation (GIA) —a priority cash distribution of 90% will be made to
the General Partner (accompanied by a special allocation of an equal amount of
income) with the remainder to the Limited Partner

e Credits and operating profits and losses - will be allocated 0.01% to the General
Partner with the remainder to the Limited Partner

e Refinance or Sale Proceeds Split — proceeds will be distributed 90% to the General
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Partner with the remainder to the Limited Partner

Pricing of Credits and Schedule of Capital Contribution Payments

The Limited Partner proposes making an investment of $32,746,282 based upon:

$0.86 per dollar of Federal Housing Credit (“Federal Housing Credit Price”)
$0.53 per dollar of State Housing Credit (“State Housing Credit Price”)

We assume the Limited Partner will be admitted to the partnership on the date reflected in
the Projections. If prior to closing there are material changes in the underwriting or timing
assumptions or Enterprise’s cost or availability of capital, the Limited Partner may adjust the
investment. Capital contributions (“Payments”), as scheduled in the projections, will be due
upon the satisfaction of conditions and delivery of the items outlined below, to the extent not
provided at closing, with approval by the Limited Partner. All Payments are contingent
upon satisfaction of the conditions of prior Payments, and receipt of reporting items (see
Section I below) and representations and warranties to insure the Project's viability.
Additional conditions may be imposed during underwriting and will be reflected in the final
partnership agreement (the “Partnership Agreement”).

Developer fee paid from equity will be paid as reflected in the final Projections at Closing.

First Payment: Admission 20%

Up to the amount projected but limited to the amount needed to cover immediate costs.

Second Payment: Completion 17%

Upon receipt of all prior payments’ required documentation and the following:

Temporary certificates of occupancy for 100% of the units

Construction completion which requires that the Limited Partner and its
consultant accept the architect certification that construction is complete in
accordance with the relevant project documents, excepting punch list items that
do not impede occupancy on a full rent paying basis provided that funds are
escrowed or retained by construction lender to complete them

Close-out documentation, certifications, and operations and maintenance plans
related to environmental hazards, as required

Title report evidencing there are no recorded mechanics liens that have not been
released or bonded against

Partial lien release and current AIA forms G702 and G703

Draft accountant prepared cost certification documenting the Project’s eligible
basis, balanced sources and uses, calculation of annual credit and evidence of the
50% test.

Current source and use schedule for the Project confirming sufficient funds will
be available to achieve loan conversion (“Loan Conversion”) which consists of:
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o Conversion of all loans to permanent status
o Closing and funding of all permanent loans in accordance with the terms
shown on the Projections

o Repayment of all construction loans

o Approval of all loan documents
Required insurance
General Partner's Section 168(h)(6)(F) election
Satisfactory evidence of the partnership’s valid and timely election to be treated
as an “electing real property trade or business” under Section 163(j)(7)(B) of the
Code
Evidence that application has been properly filed for special property tax
classification/abatement/exemption, if reflected in the final projections at Closing

Third Payment: Conversion/Stabilization 60%

Upon receipt of all prior payments’ required documentation and the following:

Permanent certificates of occupancy for 100% of the units (for renovation

projects, all applicable building department signoff on permits or recorded notice

of completion or other such confirmation that the local government approves of

the completed work may be acceptable in lieu of certificates of occupancy)

Final mechanic’s lien release and final AIA forms G702 and G703

Final as-built ALTA survey

Recorded extended use agreement. When the state process precludes recording

the extended use agreement prior to the end of the first credit year, Enterprise may

defer this requirement

Final accountant certified cost certification documenting the Project’s eligible

basis, balanced sources and uses, calculation of annual credit and evidence of the

50% test.

98% documented tax credit qualified occupancy

Credit projection

Executed PILOT agreement / Approval of property tax classification / abatement /

exemption, if reflected in the final projections at Closing

Stabilization Date, which is the date that is the later of:

i.  Construction completion
il. The date the Project has satisfied the required debt service coverage ratio

(the “Coverage Ratio”) as shown in the final projections at Closing for a
period of three (3) consecutive calendar months evidenced as a single time
period, with revenues calculated on a cash basis and expenses on an
accrual basis. Rental and operating subsidy payments receivable may be
included in rental income (up to the projected subsidy income) provided
such amounts are not more than sixty (60) days in arrears. Revenue shall
not include non-recurring revenue nor tenant-based voucher income
exceeding maximum Federal Housing Credit rents. Throughout this
period, the underwritten physical occupancy of the residential units is
achieved and revenue equals or exceeds projected effective gross income.
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Project expenses (including required reserve funding) will be the greater

of:
1. actual expenses; OR
2. the lesser of

A. the expenses shown on the projections
B. the current approved budget
Note that the Coverage Ratio may be adjusted upward during underwriting
to maintain appropriate minimum Coverage Ratio during the initial
compliance period.
. Loan Conversion, which may be simultaneous with equity funding per this
Payment.

Fourth Payment: 8609 3%

Upon receipt of:

. Receipt of IRS Form(s) 8609
. Tax return for the first Federal Housing Credit year

Adjusters

The maximum aggregate upward adjuster is 5% of the projected total capital contribution
and payment thereof shall not be subject to any conditions other than as may be set forth
below. The calculation of the adjuster will be subject to the Limited Partner’s approval
and include no negative tax implications to the Limited Partner. If the unpaid Payments
are less than any downward adjustment, the General Partner will make a cash
contribution in the amount of the deficiency on an after-tax basis to be distributed to the
Limited Partner; credit adjuster advances shall be deemed a capital contribution of the
General Partner, unless permitted, in the Limited Partner’s sole discretion after tax
analysis, to be made in the form of a non-interest bearing, cash-flow contingent loan. The
specific adjustments follow:

1. Total Credit Adjuster:

If there is a reduction of total credits of any type at any time, as compared to projections,
then the next Payment will be reduced. The amount of the downward adjuster will be the
respective credit price multiplied by the reduction of the relevant credits.

If there is an increase of total credits of any type, as compared to projections then the
aggregate capital contribution will be increased as of the Payment for which 8609s are
received. The amount of the upward adjuster will be the respective credit price
multiplied by the increase of the relevant credits.

2. Timing Adjuster:

If there is a reduction in equity according to the following paragraphs, it will be
implemented as of the Payment dependent upon the Stabilization Date. Any additional
equity funded under this section D.2 will be payable as part of the Payment requiring
receipt of the relevant tax return showing the faster delivery, by year. If the Project
delivers fewer or more Federal Housing Credits than shown in the final Projections, total
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capital contribution will be reduced by the price necessary to maintain the IRR reflected
in the Projections.

The credit delivery shown is based on the unit leasing schedule shown on the Lease Up
page in our attached projections. The timing adjusters may vary between LOI and final
closing as the investor’s internal rate of return requirement changes. If the increase in
first year Federal Housing Credits results in any loss of Federal Housing Credits due to
the 2/3 rule, the increase will be reduced by both the permanent loss of Federal Housing
Credits and present value of the rescheduled credit delivery.

3. Recapture Adjuster

If the actual Federal Housing Credits allocated to the Limited Partner on the federal tax
return are less than projected (after adjustments per D.1 and D.2 above), or there is
recapture of Federal Housing Credits, then the Limited Partner's capital will be reduced
by $1.00 for every dollar reduction in the amount of Federal Housing Credits plus any
interest and penalties imposed by the IRS.

If it is determined that a recapture adjuster will be applicable in subsequent years, the full
adjuster for the future years will be made at the time of the initial determination. If the
unpaid capital contributions are less than this adjustment, the General Partner will make a
cash contribution in the amount of the deficiency on an after-tax basis. This contribution
will be distributed to the Limited Partner.

4. Depreciation Adjuster

Failure to make various General Partner or Sponsor tax and Project depreciation elections as
called for in the projections and the Partnership Agreement will result in a reduction in
capital contributions to reflect the reduction in benefits to the Limited Partner. If unpaid
capital contributions are less than such adjustment, the General Partner will be required to
make a cash contribution up to the amount of such reduction in tax benefits on an after-
tax basis. This contribution will be distributed to the Limited Partner.

5. Excluded Credit Adjustment Amount

There will be no adjuster for any reduction or recapture of credits if such reduction or
recapture is due solely to (i) an act or omission attributable to gross negligence or
intentional misconduct of the Limited Partner in violation of the Partnership Agreement;
(11) the transfer by the Limited Partner of all or a portion of its interest in the Partnership;
or (iii) any change in the Code or change in Treasury Regulations (except as related to the
Average Income minimum set-aside election) that occurs after the effective date of the
Partnership Agreement, with which the General Partner is unable to comply despite the
exercise of good faith and reasonable efforts.

Application of Cash Flow and Refinance or Sale Proceeds
1. Cash Flow

Cash remaining after funding operating expenses, reserve deposits, and required debt
service will be applied according to the following priorities:

a) to the Limited Partner for:



1. unpaid credit deficiency

ii. taxes owed on taxable income allocated to the Limited Partner

1il. unpaid Investor Services Fees
b) to replenish the operating reserve to required level.
¢) to the property manager for the cash flow portion of property management fee (if

related manager)

d) to the developer to pay off remaining deferred Development Fee
e) to the General Partner

1. to reimburse operating deficit contributions
il. for Partnership Administration Fee (if applicable)
1il. to reimburse development advances, at the Limited Partner’s sole discretion

after tax analysis
f) Contingent loan payments with limits for each loan scheduled in the projections and in
accordance with the loan documents. Note that if the loans require a different
waterfall, then the loan documents take precedence, and we will adjust in underwriting
based on the final negotiated waterfall.
g) A percentage to the General Partner accompanied by a special allocation of income
of such amount and the remainder to the Limited Partner per Section B above.

2. Capital (Refinance or Sale) Proceeds

The proceeds of a refinance or sale of the Partnership’s property, net of paying off
outstanding debt, will be distributed according to the following priorities:

a) to the Limited Partner for
1. unpaid credit deficiency
ii.  taxes owed resulting from the sale or refinancing.
iii.  unpaid Investor Services Fees
b) to the developer for unpaid Development Fee
¢) to the General Partner
1. to reimburse operating deficit contributions and credit adjuster advances
ii.  for Partnership Administration Fee (if applicable)
iii.  to reimburse development advances, at the Limited Partner’s sole discretion
after tax analysis
d) Distributions to the General Partner and the remainder to the Limited Partner in
accordance with Section B of this agreement.

F. Disposition of the Limited Partner’s Interest

The Limited Partner will have an absolute right to withdraw from the Partnership after
the credit period. Beginning after the credit period the Limited Partner may require the
General Partner or its designee to purchase the Limited Partner’s entire interest in the
Partnership for one hundred dollars ($100.00) and to provide adequate protection against
the possibility of tax credit recapture through the end of the compliance period.

The General Partner will have the following purchase options which will terminate
twelve months after each respective trigger date:
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1.

Purchase of the Limited Partner's Interest

The General Partner will have the option to purchase the Limited Partner's interest at the
end of the initial compliance period for a price (“Buyout Price”) equal to the greater of
(a) the appraised value of the Limited Partner’s interest subject to all applicable use
restrictions, or (b) any taxes payable by the Limited Partner attributable to the sale of its
interest in excess of projections.

Purchase of the Project

After the initial compliance period, the General Partner will have the option to purchase
the Project for a price equal to the greater of (a) the as-is appraised value of the Project
subject to all applicable use restrictions, or (b) (i) the total amount of debt on the Project,
plus (i1) any taxes payable by the Limited Partner due to the sale, in excess of
projections.

General Partner Obligations

All obligations of the General Partner, including but not limited to the following, will be
guaranteed by Connelly Development Sponsor (the “Guarantor”), jointly and severally.
The General Partner and Guarantor must demonstrate to Enterprise, in its sole and
absolute discretion, their ability to provide meaningful guarantees. A detailed review of
the Guarantor’s financial capacity and REO schedule will be completed prior to closing,
and material declines in Guarantor capacity may result in a requirement for additional
guarantors.

1.

Guarantees

a) Achieve lien-free construction completion, cover all development advances
necessary for the completion of the Project, and convert to permanent financing at
the amounts and terms shown in the projections. Advances under this guarantee
will not be reimbursed, unless approved by the Limited Partner at their sole
discretion, in which case they may be structured as non-interest bearing, cash-
flow contingent loans.

b) Advance funds needed to cover operating deficits until the later of the
Stabilization Date or Loan Conversion.

c) After the later of the Stabilization Date or Loan Conversion, advance funds
needed to cover operating deficits up to 6 months of operating expenses, reserve
contributions, and debt service. The duration of this guarantee is at least 5
consecutive audited years (including the calendar year of Stabilization or Loan
Conversion) following the later of Loan Conversion or Stabilization Date. This
guarantee will continue until such time as:

1. the operating reserve is funded as per Projections.

ii.  the Project has achieved the Coverage Ratio for the final 2 consecutive
years of the guarantee period. This ratio may be adjusted during
underwriting to maintain a minimum Coverage Ratio during the initial
compliance period.

iii.  the project-based rental or operating subsidy and/or service subsidy is in
full force and effect per the projections.
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d)

e)

OR

OR

g)

Contribute capital to fund:

1. adjusters as described in Section D above;
ii.  reserve accounts not funded due to capital contribution adjustments; and
iii.  unpaid Development Fee at the end of the compliance period.

Repurchase the Limited Partner’s interest if:

(A)  Atany time before the Project has operated at Break-even for a period of
three (3) consecutive calendar months, any loan is in default, after the
expiration of any applicable notice and cure period, or an action is
commenced and successfully executed to foreclose, abandon, or
permanently enjoin the construction of the Project;

(B)  If the Partnership fails to:
1. For 4% projects, qualify for Federal Housing Credits for failing the 50%
test as required in Code Section 42(h)(4)
il.  Achieve the minimum set-aside test for the Project
iil.  Achieve at least 75% of the projected Federal Housing Credit
iv.  Operate at break-even for 3 consecutive months within 18 months of the
completion date
v.  Achieve Loan Conversion
vi.  Maintain any loan commitment which is not replaced by a comparable
commitment acceptable to the Limited Partner
vii.  Receive 8609s by September 1 of the second year after the first year of the
credit period for the last building placed in service.

(C)  Upon an Event of Bankruptcy with respect to the General Partner or the
Guarantor prior to the completion date.

The repurchase price will be 110% of capital contributions made to date plus
interest at the Prime Rate plus 2%, plus the costs and expenses incurred (including
reasonable attorneys’ fees incurred to enforce these provisions) less the credits
allocated to the Limited Partner not subject to recapture.

Indemnify the Partnership and the Limited Partner for any income tax liability on an
after-tax basis or costs to remove liens realized by the Partnership or the Limited
Partner in any taxable year attributable to any taxable grant not approved by the
Limited Partner. This indemnification is a recourse obligation of the General Partner
and shall survive the dissolution of the Partnership and/or the insolvency,
bankruptcy, removal, or withdrawal of the General Partner.

Indemnify and hold harmless the Partnership and the Limited Partner from any loss
incurred due to the General Partner’s gross negligence, fraud, willful misconduct,
malfeasance, material breach of any representation, warranty, covenant, or
agreement, or environmental violations. This indemnification is a recourse
obligation of the General Partner and shall survive the dissolution of the Partnership
and/or the insolvency, bankruptcy, removal, or withdrawal of the General Partner.



2. Reserve Requirements

a) The operating reserve (the “Operating Reserve”) will be funded in the total amount
of at least 6 months of operating expenses, reserve contributions, and debt service
plus the amount necessary to maintain the Coverage Ratio through the compliance
period. After the Project has achieved the Stabilization Date and Loan Conversion,
the General Partner will be permitted to use the Operating Reserve prior to making
operating deficit contributions to the extent the Operating Reserve has been funded
as of the date of the deficit.

Upon termination and winding up of the Partnership, subject to the provisions of the
Partnership Agreement, the balance in the Operating Reserve shall be used to pay
any tax (including exit and transfer taxes) imposed on the Partnership, the Limited
Partner and its partners as a result of the sale of the Partnership Property and
winding up of the Partnership or for other uses approved by the Limited Partner.
Paying off Sponsor notes is an eligible use of these funds.

b) The lease-up reserve (“Lease-Up Reserve”) must be budgeted in the amount needed
to cover the projected deficits prior to the Stabilization Date.

c) The replacement reserve (the “Replacement Reserve”) will be funded from
operations in the amount of $300 per unit per year, increasing 3% annually. For
rehabilitation projects, the physical needs over time analysis may indicate that a
higher annual contribution is required.

H. Opinion of Counsel & Syndication Costs

The Limited Partner's attorneys will prepare the Partnership Agreement, review due
diligence, and prepare the tax opinion. The Partnership will pay the Limited Partner’s
attorney fees, estimated to be $55,000, but could be greater in the event of an extended
closing schedule or extraordinary deal complexities.

The Limited Partner will require a satisfactory opinion of Partnership’s counsel on certain
corporate and other matters including formation of the Partnership, limited liability of the
Limited Partner, no conflict between the Partnership Agreement and other binding
contracts, no litigation, etc. The General Partner and the Partnership’s counsel will prepare
all other necessary documents, collect due diligence, legal opinions, and perform other work
necessary to complete the transaction.

The Partnership will pay the costs of construction plan review and inspections as
commissioned by the Limited Partner. Enterprise will endeavor to engage the same reviewer
as lenders to manage costs. The Guarantor will be obligated to pay plan review and
inspection invoices in a timely manner if the partnership fails to do so. Failure to do so

will result in suspension of inspections and reports, which will lead to an inability to fund
draws during construction and any construction-period capital contribution installments.

1. Reporting

The Partnership will deliver to the Limited Partner:

a) Construction progress reports
b) monthly lease-up report within 15 days after each month
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c) The Partnership will be required to prepare quarterly and annual reports in form
and substance satisfactory to investor as set forth in the Partnership Agreement.

d) Annual draft audited financial statements and draft tax returns not later than 45
days after the end of each year and final audited financial statements and final tax
returns not later than 60 days after the end of each year. The audit and tax return
must be prepared by a certified public accountant approved by Enterprise. Late
delivery of annual audited financial statements or tax returns obligates the
General Partner to pay to the Limited Partner the sum of $100 per day until
Limited Partner’s receipt of such statements or returns.

Additional Requirements

In addition to the conditions set forth above, any investment by the Limited Partner is
contingent upon availability of capital at the time of closing and upon review and
approval by Enterprise’s Investment Committee, in its sole and absolute discretion, of all
of the following:

e Market demand, Rent, and Operating Expenses

e Management Agent and Management Plan

e Phase I Environmental Assessment including radon, lead paint and asbestos reports,
as applicable.

e Commitments and documents from all other sources of financing

Legal or other opinions

Any other items material to the underwriting of the Project

Partnership Agreement

Investor approval

If the project is utilizing 4% tax credits, an award of tax exempt bond authority from
the relevant agency, a bond inducement resolution issued, and evidence that the project
qualifies for Federal Housing Credits in the amount of the Federal Housing Credit allocation

because 50% or more of the project is financed with tax exempt bonds subject to the volume
cap, as provided in Section 42(h)(4)(B) of the Code

Enterprise may waive any of the conditions to closing set forth in this letter. The waiver

of any condition does not constitute a waiver of any remaining conditions.
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PROJECT ASSUMPTIONS

The terms and conditions are based on the following assumptions, which may be adjusted prior

to closing:
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1.

10.

Market rents as established by the Enterprise market analyst are at least 10% above the
scheduled unsubsidized rents and at least equal to the rental subsidy contract rents.

Total vacancy loss (physical vacancy plus loss to lease and bad debt) rate of 7% as
indicated by the Sponsor projections and subject to confirmation by the Market
Analyst prior to Closing.

Annual operating expenses of $3,933 per unit net of Replacement Reserves and
Investor Services Fee. The operating expense budget will be analyzed in further detail
during underwriting and adjustments will be made, as necessary. Enterprise will
approach operating expense underwriting by identifying four properties that are
comparable to the subject property. The comparable properties that are used will be
identified from Enterprise’s portfolio as well as from external sources. The expense
categories will be evaluated on a line-by-line basis and compared to the average of
the comparable properties that are identified.

The project has sufficiently budgeted for property tax assessments, and/or is anticipated
to receive a property tax abatement or PILOT thru the compliance period.

Should the Project not break even, the property management fee paid to parties
related to the General Partner or Guarantor will be deferred and collected from cash
flow.

Enterprise assumes that the rate for the permanent mortgage will be locked at closing
using a fixed-rate construction-permanent product or a forward commitment which
encompasses the projected construction, leasing, and stabilization period with a
cushion. Swaps are not acceptable. Debt service covenants which would put the
project into default as long as payments are being made are generally unacceptable.

If the project will have project-based operating, service, or rental subsidy then
adjustments to rents, expenses, and capitalized replacement reserves may be necessary,
and further delineated prior to closing, in order to mitigate excessive operating deficits
through the compliance period.

The Project contractor will provide a 15% letter of credit or 100% payment and
performance bond. Retainage will be 10% through completion unless limited by state
law.

Construction will begin and complete by the dates reflected in the Projections.
Liquidated damages for delayed delivery will be built into the General Contract
according to the LP’s standards at the time of initial Closing.

For projects in Uniform Building Code zones 3 or 4, a seismic survey will be required.
Enterprise will not invest in projects with a Scenario Expected Loss ratio (SEL) above
40% post completion. Until such time as the SEL is below 20%, then earthquake
insurance sufficient to cover replacement with a deductible of no more than 5% of
insured value will be required.



11. Depreciation and special allocations as specified in the projections (including, if

applicable, depreciating soft costs pro-rata according to the useful lives of the hard
costs):

12. The financing and tax structure will be approved by our tax attorney.
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