















































The Palms at Spring Hill - Project Narrative

The Palms at Spring Hill {“the Project”} is a thoughtfully planned, new construction development that will
bring 96 high-quality residential units throughout & buildings to the growing community of Spring Hill,
Florida. Situated on an approximately 4.45-acre undeveloped site at 11323 County Line Road, the Project
will feature a mix of two- and three-story split-level garden-style walk-up buildings, designed to provide
long-term, affordable housing for families in Hernando County.

The development’s location offers a prime opportunity to meet the area’s increasing demand for
affordable family housing. Surrounded by a mix of retail, medical office, commercial, multifamily
developments, and a nearby school, The Palms at Spring Hill has been designed to blend seamlessly with
the existing neighborhood. The building and site design will echo the architectural character and
community-oriented layout of other successful developments completed by Paces Preservation Partners
across the Southeast and Mid-Atlantic regions.

Development Team

The Palms at Spring Hill is being led by Paces Preservation Partners, a seasoned development partnership
between The Paces Foundation and Soho Housing Partners. This joint venture was formed to deliver high-
quality affordable housing communities nationwide and brings deep experience in both new construction
and preservation through the Low-Income Housing Tax Credit {LIHTC}) program and other public/private
SOUrces.

The design team has been carefully selected to ensure the project meets the highest standards in both
aesthetics and durability. Progress Design Studio, led by Michael Haynes, an architect well-known for his
work on LIHTC projects, is serving as the lead architect. The civil engineering may be handled by Kimley-
Horn, a top-tier engineering firm with deep experience in the Florida market or another one of our
sophisticated engineering firms . The general contractor is yet to be finalized, though the development
team works regularly with a network of trusted and experienced GCs throughout the state.

Architectural Vision

The exterior design of The Palms at Spring Hill will feature high-quality materials such as brick and fiber
cement siding, enhanced with architectural detailing that promotes a welcoming, home-like environment.
The buildings are designed to minimize common breezeways and corridors, with each apartment having a
private entrance. This layout encourages a sense of ownership and personal space, creating a strong
residential identity for families.

Unit sizes will be generous and designed to accommodate a range of household sizes. One-bedroom units
will be approximately 968 square feet, while four-bedroom units will reach up to 1,580 square feet.
Spacious layouts, ample storage, and modern finishes will ensure long-term appeal for residents.









The Palms at Spring Hill will offer quality amenities designed to promote health, community, and quality
of life. Planned unit features include:

e Energy Star-rated appliances

+ Ceiling fans and huilt-in microwaves

e Granite countertops and upgraded cabinetry

» Covered entries and front porches

¢ Individual access pathways

+ Ample storage and thoughtfully designed floor plans
Community amenities will foster a family-friendly environment and include:

e Asecure, landscaped entrance

e Atarge playground with a padded tot lot and water feature

» QOutdoor gathering areas with shaded seating

s A pavilion with BBQ facilities

» Aresident clubhouse featuring a fitness/yoga studic, computer room, community meeting room,
and Wi-Fi hotspot

e Laundry Facility / In unit hook ups

The site has been designed not only to meet regulatory standards but to exceed resident expectations by
fostering a healthy, inclusive, and supportive environment.



























WIR DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
CINCINNATI CH 45999-0023

Date of this notice: 04-22-2025

Employer Identification Number:
33-4720930

Form: S5-4

Number of this notice: CP 575 G
PATMS AT SPRING HILL
KEVIN DIQUATTRO SOLE MBR
1408 N WEST SHORE BLVD For assistance yvou may call us at:
TAMPA, FL 33607 1-800-829-4933

IF YOU WRITE, ATTACH THE
STUB AT THE END OF THIS NOTICE.

WE ASSIGNED YCOU AN EMPLOYER IDENTIFICATION NUMBER

Thank vou for applying for an Employer Identification Number (EIN). We assigned you
EIN 33-4720930. This EIN will identify you, your business accounts, tax returns, and
documents, even if you have no employees. Please keep this notice in your permanent
records.

Taxpayers regquest an EIN for their business. Some taxpayers receive CP575 notices when
another person has stolen their identity and are opening a business using their information.
If you did not apply for this EIN, please contact us at the phone number or address listed
on the top of this notice.

When filing tax documents, making payments, or replying to any related correspondence,
it is very important that you use your EIN and complete name and address exactly as shown
above. Any variation may cause a delay in processing, result in incorrect information in
YyOour account, or even cause you to be assigned mcore than one EIN. If the information is
not correct as shown above, please make the correction using the attached tear-off stub
and return it to us.

A limited liability company (LLC) may file Form 8832, Entity Classification Election,
and elect to be classified as an association taxable as a corporation. If the LLC is
eligible to be treated as a corporation that meets certain tests and it will be electing S
corporation status, it must timely file Form 2553, Election by a Small Business
Corporation. The LLC will be treated as a corporation as of the effective date of the S
corporation election and does not need to file Form 8832.

To obtain tax forms and publications, including those referenced in this notice,
visit our Web site at www.irs.gov. If you do not have access to the Internet, call
1-800-829-3676 [TTY/TDD 1-800-829-4059%9) or visit your local IRS office.



(IRS USE ONLY) 575G 04-22-2025 PAIM C 959959593893 355-4

IMPORTANT REMINDERS :

* FKeep a copy of this notice in your permanent records. This notice is issued only
one time and the IRS will not be able to generate a duplicate ccpy for you. You
may give a copy of this document to anyone asking for proof of your EIN.

* Use this EIN and your name exactly as they appear at the top of this notice on all
your federal tax forms.

* Refer to this EIN on your tax-related correspondence and documents.
* Provide future officers of your crganization with a copy of this notice.

Your name control associated with this EIN is PAIM. You will need to provide this
information along with ycur EIN, if you file ycur returns electronically.

Safequard your EIN by referring to Publication 4557, Safeguarding Taxpayer
Data: & Guide for Your Business.

You can get any of the forms cor publications mentioned in this letter by
visiting our website at www.irs.gov/forms-pubs or by calling 800-TAX-FORM
(800-829-3676) .

If you have questions about your EIN, you can contact us at the phone number
or address listed at the top of this notice. If you write, please tear off the
stub at the bottom of this notice and include it with your letter.

Thank you for ycur cooperation.

Keep this part for your records. CP 575 G (Rev. 7-2007)

Return this part with any correspondence
so we may identify your account. Please CE 575 G
correct any errors in your name or address.

99989995999

Your Telephone Number Best Time to Call DATE OF THIS NOTICE: 04-22-2025
{ ) - EMPLOYER IDENTIFTICATION NUMBER: 33-4720930

FORM: S5-4 NOBOD
INTERNAL REVENUE SERVICE PALMS AT SPRING HILL
CINCINNATI OH 45999-0023 KEVIN DIQUATTRO SOLE MBR

AR ARAAMARA A AR 1408 N WEST SHORE BLVD
TAMPA, FL 33607



The Paces Foundation Inc.’s Mission Statement

The Mission Statement and Purpose of The Paces Foundation Inc. is described under Article | of the
Bylaws. It is attached on the following page.
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BYLAWS OF

THE PACES FOUNDATION, INC.
& Georgia Nonprofit Corporation

ARTICLE I
PURPOSES & OFFICES

Section 1.1. The purposes for which the Corporation is
formed are the following:

(A) The Corporation is organized exclusively for charitable
purposes within the neaning of Section 301(e)(3) of the
Internal Revenue Code of 1986, as amended (the "Code")
including, for sueh purposes, the making of digtributions to
organizations that qualify ag eXempt organizations under Section
301({c)(2) of the Code {or the corIresponding provision of any
future United States Internal Revenue Law).

{B) This Corporation is not organized and shall not be
operated for Pecuniary gain or profit. HNo part of the Property
or net earnings of the Corporation shall inure to the benefit gof
or be distributanle to ite directors, officers, or other private
Persons, except that the Corporation shall be authorized and
empowered to pay reasonable compensation for serviees rendered
and to make payments and distributions ip furtherance of the
pPurposes get forth herein. The Corporation shall not carry on
Propaganda, or otherwize attempt to influence legislation to such
eXtent as would result in loss of its e€Xemption from federa!
income tax under Section 301(c}(3) of the Code, and the
Corporation shall not participate in, or intervene in (including
publication or distribution of statements) any political campaign
on behalf of any candidate for public office. Notwithstanding any
other provision of these Articles, the Corporation shall not
Carry on any other activities not permitted to be carried on {a)
by a corporation exempt from federal income tax under Section
301(c)(3) of the Code (or the Corresponding provision of any
future United 8tates Internal Revenue Law) or {(bY by a
corporation, contributions to which are deductibile under Section
170{e)({2) of the Code {or the corresponding provision of any
future United States Internal Revenue Law),

. (c) The specific endeavors of the Corporation shall
include, but are not limited to, the following purposes and
objectives:

1. Io assist in ang stimulate the production of homes
for the poor;

Exhibit___




i P&GE 11/27
B4/208/2807 17:23 4848164835 DUNLAP LN&J FIRM

2. Ta raise capital to facilitate the production of
low-cost housing;

3. To learn, use and transfer physical and building
Bystem techniques to reduce the o8t of producing
housing, while ensuring gquality;

4. To manage the propexrties in a manner sensiine and
responsive to the unique problems confronting
under-advantaged Ccitizens;

5. To provide housing beyond the needs of the poor,
to include the elderly, frail and handicapped;

6. To develop housing in a neighborhood context---
with the goal of building community pride by
tenant Participation;

7. To use improved housing ag a platform to help the
underadvantaged; -

- 8. To degign all of our communities to be spacicus
and attractive with amenities Decessary to allow
the community to flourish; and,

3, To provide tenant SUpport services and education
to assist in an improved Quality of life.

. Sectien 1.2. The Corporation shall at all times maintain a
reglstered office in the State of Georgia and a registered agent
at that address, but may have other offices located within or

without the State of Georgia as the Board of Directors shal)
determine.

ARTICLE IT
MEMBERS

Section 2.1. Annual Meeting. The anmial meeting of the
members of the Corporation shall be held on February i5 in each
year, if not a legal holiday, and if 4 legal holiday then the
NexXt succeeding day not a legal holiday, for the Purpose of
electing directors to succeed those whose terms shall have
expired,

Section 2.2, Special Meetings. Special meetings of the
members may be called at any time for any purpeose or pPurposes hy

2
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional emissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In perferming an audit in accordance with generally accepted auditing standards, we:
s Exercise professional judgment and maintain professional skepticism throughout the audit.

+ |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appreopriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
Paces Foundation's internal control. Accordingly, no such opinion is expressed.

« Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Paces Foundation's ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified
during the audit,

/0/ 4

Atlanta, Georgia
December 29, 2023



PACES FOUNDATION
CONSOLIDATED STATEMENT OF ASSETS, LIABILITIES, AND NET ASSETS - INCOME TAX BASIS
DECEMBER 31, 2022

Current assets
Cash and cash equivalents
Accounts receivable
Prepaid expenses

Total current assets

Restricted deposits and funded reserves
Tax and insurance escrows
Tenant security deposit escrows
Operating and replacement reserves

Program service investments
Land held for development
Grant funds advanced to partnerships
Advances to wholly-owned subsidiaries
Advances to affiliated entities

Property and equipment, at cost
Land
Office building
Rental apartment buildings
Furniture and fixtures

Accumulated depreciation

QOther assets

ASSETS

Note receivable, including interest of $78,760

Development fee receivables

Deferred charges, net of amortization of $349,357

See independent auditors' report and accompanying notes
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$ 7,980,918
181,726
596,841

8,759,485

221,891
123,743
1115058

1.460,692

1,206,072
3,612,215
6,381,733
5,709,159

————

16,909,179

5,568,981
611,881
50,198,926
1.094.772

———————

57 474,560
(6,409,865)

51,064.695

1,978,815
2,007,640
1,568.408

5,554 863

$_83.748 914



PACES FOUNDATION

CONSOLIDATED STATEMENT OF ASSETS, LIABILITIES, AND NET ASSETS - INCOME TAX BASIS

DECEMBER 31, 2022

LIABILITIES AND NET ASSETS

Current liabilities
Accounts payable
Accrued interest
Accrued expenses
Security deposits liabilities
Mortgages payable, current portion

Total current liabilities

Other liabilities
Deficit basis of investment in partnerships
Mortgages payable, net of current portion
Accrued interest on subordinated debt

Net assets
Net assets without donor restrictions
Net assets with donor restrictions

See independent auditers’ report and accompanying notes
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$ 59,311
295,971
122,279
112,409
860,916

———

1,450,886

821,876
57,967,105
—1.882.407

_60.671.388

62,122 274

B — L

21,626,640
0

21.626.640

$_83.748.914



PACES FOUNDATION
STATEMENT OF REVENUES AND EXPENSES - INCOME TAX BASIS
FOR THE YEAR ENDED DECEMBER 31, 2022

Public support
Affordable housing program grants earned % 223,099
Contribution, gifts and grants 166,030

Program service revenues

Development fees 661,928
Asset management fees 214,877
Rental income 5,486,108
Interest and dividend income 320,478
Section 1602 grant income 17,917
Income {loss) from partnerships (346,072)
Gain (loss) on sale of investments (88,900)
Miscellaneous income 183.860
Total public support and program revenues 6,839.325
Program service expenses
Contributions to charities 13,602
Affordable housing operations:
Rental property operating expenses 2,838,584
Mortgage interest on rental property 3,381,059
Depreciation and amortization 1,440,425
Affordable housing development:
Salaries and benefits 1,010,246
Consulting fees 236,728
Unrecoverable development costs 601,583
Legal and professional 91,279
Travel and entertainment 77,137
Other expenses 74129
Total program service expenses 9,764 772
General and administrative
Salaries and benefits 776,502
Office expenses 33,516
Occupancy costs 29,658
Telephone 8,630
Mortgage interest 99,853
Taxes and licenses 78,979
Depreciation and amortization 15,505
Other expenses 206.300
Total general and administrative 1,248 943
Total expenses 11.013.715
Changes in net assets without donor restrictions $_(4.174 380)

See independent auditors' report and accompanying notes
-5-



PACES FOUNDATION
CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS - INCOME TAX BASIS
FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

Net Assets
Net Assets Without
With Donor Donor Total

Restrictions Restrictions Net Assets

Ending balance, December 31, 2021 $ 0 $25,801,030 $25,801,030
Changes in net assets 0 {4174.390) (4.174,390)
Ending balance, December 31, 2022 S____ 0 $21.626640 $21.626.640

See independent auditors' report and accompanying notes
-6-



PACES FOUNDATION
CONSOLIDATED STATEMENT OF CASH FLOWS - INCOME TAX BASIS
FOR THE YEAR ENDED DECEMBER 31, 2022

Cash flows from operating activities

Changes in net assets without restrictions $_(4.174.390)
Adjustments to reconcile changes in net assets to
net cash provided by operating activities
Depreciation and amortization 1,455,930
Amortization of debt issuance costs 92,279
Section 1602 and AHP grants earned (241,016)
Net income (loss) from partnerships 346,072
Net gain (loss) from sale of investments 88,9800
(Increase) decrease in assets:
Accounts receivable (4,449)
Development fees receivable 2,250,862
Prepaid expenses (526,866)
Increase (decrease) in liabilities:
Accounts payable 14,421
Accrued interest 1,093,482
Accrued expenses (3,277)
Security deposits 1,261
Total adjustments 4 567,599
Net cash provided by operating activities 393,209
Cash flows from investing activities
Purchase of land held for development (1,206,072)
Purchase of rental property and equipment (134,320)
Distributions received from partnerships 1,388,098
Increase in investment in subsidiaries {889,167)
Increase in notes receivable (844,260)
Advances to affiliated entities 200,036
Net cash used by investing activities (1,485,685)
Cash flows from financing activities
Borrowings on mortgage notes 1,381,395
Principal payments on mortgage notes (787,486)
Increase in deferred financing fees (521.036)
Net cash provided by financing activities 72.873
Net increase (decrease) in cash, cash equivalents and
restricted cash, (1,019,603)
Cash, cash equivalents and restricted cash, beginning 10,461.213
Cash, cash equivalents and restricted cash, ending $_ 9.441.610
Supplemental disclosure of cash flow information
Cash paid during the year for interest expense $ 2,387.430

See independent auditors' report and accompanying notes
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PACES FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note A
Organization and Summary of Significant Accounting Policies

The Paces Foundation (a not-for-profit organization) was formed on May 14, 1991, to develop, lease, operate,
manage and maintain affordable rental housing for low to moderate-income residents.

The Qrganization has formed certain wholly-owned limited liability companies that are disregarded entities for tax
filing purposes and their assets, liabilities, net assets and operating results have been consolidated with the Paces
Foundation for tax reporting purposes.

Name Name

Galleria Mountain LLC

Paces St. Mary LLC

Post Oconee Springs Services LLC
Oconee !l Limited Partner LLC
Autumn Ridge Limited Partner LLC

Gateway Townhomes of St, Joe LLC
Etowah Limited Partner LLC

Post Nantahala Services LLC

Las Brisas Apts Limited Partner LLC

Galleria Mountain LLC owns and operates the office building occupied by the Organization. Gateway Townhomes of
St Joe LLC and Paces St. Mary LLC own and operate multifamily apartment facilities for low-income persons in
accordance with the Organization's charitable purpose. The remaining disregarded entities listed above act as
replacement limited partners in related operating partnerships which also own and operate multifamily apartment
facilities for low-income persons and have substituted in place of an exiting investor limited partner following the end
of the low-income credit compliance period.

The Organization has also acted as a sponsor of certain other not-for-profit organizations, which are listed helow.

Name
Waterford Dublin Development Inc,

Name
Rosewood Cordele Development Inc.
Galleria Senior Manor Development Inc.

The not-for-profit organizations listed above were formed to construct, own, operate and maintain rental apartment
facilities for low to moderate income families and the elderly persons. The not-for-profit entities were sponsored by
the Paces Foundation but are separately organized not-for-profit entities and each files its own Form 990 for tax
reporting. These not-for-profit entities have not been included in the accompanying income tax basis financial
statements of the Paces Foundation as of December 31, 2022,

The Organization is also the sole shareholder of various wholly owned corporate subsidiaries, which are listed

below.

Name
Etowah Services Corporation
Nantahala Services Corporation
Oconee Il Services Corporation
Mineral Springs Services Corporation
Montgomery Landing General Partner LLC
Enota Services Corporation
Pines by the Creek Services Corparation
Whitehall Apartments Services Corporation
Shoal Creek Services Corporation
Highland Manor Services Corporation
Lamar Memphis Services Corporation
Meadowhill Estates Services Corporation
Downing Court Services Company LLC
Century Park Services Corporation
Tupelo Park Services Corporation
Pinecrest West Services Corporation

Name
Oconee Services Corparation
Las Brisas Services Corporation
Sequoyah Services Corporation
Autumn Services Corporation
Timber Chase Services Corporaticn
Campbell Creek Services Corporation
Georgia Pine Ridge Services Corporation
Whitehall Maner Services Corporation
Panama Commons Services Corporation
Las Brisas Manor Services Carporation
Fairfield Manor Services Corporation
Taylor Court Services Company LLC
Oxford Court Services Company LLC
Brownsville Manor Services Corporation
Sydney Lanier Apartments GP LLC




PACES FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note A
Crganization and Summary of Significant Accounting Policies {Continued)

The corporate entities listed above act as the general partners of various limited partnerships that own and operate
multifamily rental apartment facilities for low to moderate income families and elderly persons. The general partner
entity typically owns no more than 1% of the partnership. These are separate legal entities and each entity files its
own corporate tax return and, therefore, have not been included in the accompanying income tax basis financial
statements of the Paces Foundation as of December 31, 2022.

Basis of Accounting:

The accompanying financial statements have been prepared on the accrual basis of accounting used for income tax
purposes, which is a comprehensive basis of accounting other than generally accepted accounting principles
{GAAP). The primary differences between the U.S. income tax basis of accounting and GAAP consist of the
following: (i) the Organization did not consolidate its wholly owned subsidiaries and the related partnerships where
the wholly owned subsidiary acts as controlling general partner; (ii) direct write-off of bad debts instead of reserve;
and (iii) depreciation is provided over the statutory lives of the property as determined by the Internal Revenue
Code.

Property Held for Development:

Property held for future development is carried at the lower of cost or net realizable value. If properties are not
being actively developed, holding costs are expensed as incurred.

Accounting for Investments in Partnerships:

The Organization accounts for its material investments in associated partnerships using the equity method of
accounting.

Property and Equipment:

Property and equipment are carried at cost. Expenditures for maintenance and repairs are expensed currently, while
renewals and betterments that materially extend the life of an asset are capitalized. The cost of assets sold, retired,
or otherwise disposed of, and the related allowance for depreciation are eliminated from the accounts, and any
resulting gain or loss is recognized.

Depreciation on the rental apartment buildings is provided using the straight-line method utilized by the partnership
over estimated lives of twenty-seven to forty years. The depreciation expense on the rental properties controlled by
the Organization was $1,440,425 for the fiscal year ended December 31, 2022,

Depreciation on the office building is provided using the sfraight-line method over the 40 year estimated life of the
structure. Depreciation on the furniture, fixtures and equipment is provided using the straight-line method over their
estimated useful life, which is five to seven years. The depreciation expense on the office building and the furniture
and equipment utilized by the Organization was $15,505 for the fiscal year ended December 31, 2022.

Revenue Recognition:

Contributicns, grants and gifts from individuals and crganizations are recognized when received unless there are
ongoing obligations that must be fulfilled. Affordable Housing Program grants and Section 1802 grants will be
recognized ratably over their commitment period. Development fees have been recognized as earned unless a
material contingencies to collection remains. If either the amount or the date of collection is contingent upon certain
unpredictable factors, the fees will be recognized upon receipt or the elimination of the uncertainty.



PACES FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note A
Organization and Summary of Significant Accounting Policies (Continued)

Contributions:

The Organization reports gifts of cash and other assets as restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated time
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released from restrictions.

Functiocnal Expenses:

The Organization's program service activity is the promotion, development and construction of affordable housing
projects for low-income individuals and families. The Organization currently has two functional areas and has
presented its expenses in the statement of activities in these two areas. Accordingly, certain costs have been
allocated among the program service expenses and the general and administrative based on an allocation of
employee's time and on usage of resources. The Organization currently does not conduct any fundraising activities
and does not incur any costs resulting from fundraising.

Use of Estimates:

Management uses estimates and assumptions in preparing these financial statements in accordance with the
income tax basis of accounting. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and expenses. Actual results
could vary from the estimates that were used.

Income Taxes:

The Organization is crganized and operated exclusively for charitable, not-for-profit purposes. The Organization has
been classified as a private foundation within the meaning of Section 508(a) and qualifies for deductible
contributions as provided in Section 173(b}{1)(A}vi). The Organization annually files its Form 990PF with the
Internal Revenue Service. The Internal Revenue Service has, in prior years, issued its determination letter reflecting
that the Paces Foundation is exempt from federal income tax under Section 501{c)(3) of the Internal Revenue
Code. Therefore, no income tax provision has been included in the financial statements.

The Organization is no longer subject to income tax examinations for calendar years up to and including 2018.

Note B
Reconciliation of Cash, Cash Equivalents and Restricted Cash

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the
balance sheet that sum io the total of the same such amounts shown in the consolidated statement of cash flows.

Cash and cash equivalents 3 2,623,281
Mutual funds and marketable securities 5,357,637
Restricted escrows and funded reserves 1.460.692

Total cash, cash equivalents and restricted cash
shown in the consolidated statement of cash flows 3 9.441.610

Mutual funds and marketable securities are reported at their cost basis for tax reporting. All equity and debt
securities are considered to be available for sale securities.

-10-



PACES FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note C
Restricted Deposits and Funded Reserves

The Organization’s two disregarded operating multifamily rental apartment entities, Gateway Townhomes of St. Joe
LLC and Paces St. Mary LLC, have funded various restricted accounts as required by their mortgage loan
agreements. These funds are held for future use by the entities in accordance with the terms and conditions of their
respective loan agreements. The mortgage escrows and reserves as of December 31, 2022, are comprised of the
following:

Tax and insurance escrows $ 221,891
Tenant security deposits 123,743
Operating and reserve for replacement 1,115,058

$__1.460.692

Note D
Advances to Wholly-Owned Subsidiaries

The Organization has advanced funds to certain of its wholly-owned corporate subsidiaries to provide funding to
meet development and operational guarantees and commitments to the various affiliated operating affordable
housing partnerships sponsored by the Organization. These advances which total $6,381,733 as of
December 31, 2022, are non-interest-bearing demand obligations that the Organization anticipates will be repaid
from future project cash flow from operations or a future capital event of the respective operating partnership. The
wholly owned subsidiaries of The Paces Foundation are the managing general partners of certain partnerships that
own and operate rental apartment facilities for low and extremely low income families, individuals, and elderly
seniors.

Note E
Advances to Affiliates

The Organization has advanced funds to various affiliated development entities for predevelopment expenses and
other project development related obligations. The advances totaling $5,709,159 as of December 31, 2022,
respectively, are non-interest bearing demand obligations that the Organization anticipates will be repaid upon the
initial closing of each project's construction financing or from future project operations. Should the Crganization
determine that a project is not feasible for future development any unreimbursed advances are expensed.

Note F
Notes Receivable

The Organization has entered into an agreement with Scoho Housing Partners LLC ("Soho”) whereby the
Organization will provide funding to Soho during the predevelopment stage of certain affordable housing
developments that will be jointly sponsored and developed by the Paces Foundation and Soho Housing Partners
LLC. Paces will be the 51% managing member of each development jointly spensored by the two entities. Soha has
executed a promissory note and has borrowed $1,800,055 as of December 31, 2022, from the Organization.
Accrued interest of $78,760 was due as of December 31, 2022, Scho has agreed to repay ocutstanding principal and
interest in minimum monthly installments of $25,000 beginning June 1, 2024. If the note has not been repaid in full
by August 1, 2025, the minimum monthly instaliments will become $50,000. In all events the note and any accrued
interest must be fully repaid in full no later than December 31, 2026. The note is secured by the guarantees of the
principals of Soho Housing along with a collateral interest in any fees or distributions from the development projects.
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PACES FOUNDATICN
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note G
Investments in Partnerships

The Organization formed single-member disregarded entities which have been admitted as limited partners in the
affiliated operating partnerships. The entities listed below were admitted as replacement limited partners for the
original tax credit investment partners and assumed the investors 99% interest in the respective partnership. As of
December 31, 2022, the ending partner equity (deficit} account balance is as follows:

Post Nantahala Services LLC 5 308,941
Panama Commons LLC 2,250,264
Las Brisas Apartments Limited Partner LLC (2,048,485)
Autumn Ridge Limited Partner LLC (1.332 596)
S___(821876)

Note H
Mortgages Payable

Mortgages and notes payable consist of the following for the year ended December 31, 2022:

Debts related to Office Building:
Ameris Bank - Line of Credit in the maximum amount of
32,880,000, payable interest only prior to maturity on
September 17, 2025, interest rate floats at the bank's prime
rate plus 2.5%, currently 6.25%. The outstanding balance is Cumberland
secured by real estate. Parkway Site 3 0

Debts related to Land held for Development:
Promissory note payable interest only prier to maturity on July
1, 2024; bears interest at 6.5% per annum; secured by land Roof Street
acquired for development. Development 839,694

Promissory note payable interest anly prior to maturity on July
1, 2024, bears interest at 6.25% per annum; secured by land

acquired for development. Roof Street

Devel t
evelopmen 541,701

Debts related to Operating Rental Properties:
Amortizing mortgage loan with unrelated lender, bearing
interest at 5.5% to be repaid in monthly installments of $7,573
with maturity on August 16, 2035. Outstanding balance is Gateway
secured by the rental property. Townhomes 1,087,590

Non-amortizing mortgage loans provided by the Florida
Housing Finance Corporation and Gulf County, Florida. The
loans are non-interest bearing obligations that will mature in
2036 following the end of the affordability period. Outstanding

Gatewa
balance is secured by the rental property. Y

Townhomes 5,657,253

Promissery note with unrelated lender, bearing interest at
3.05% to be repaid in monthly installments of interest only
over a 40 year term. Interest only payments are due through
December 31, 2024 with the quarterly principal payments
effective January 1, 2024 until maturity on December 1, 2058,
Outstanding balance is secured by the rental property. Paces St Mary 44,025,000
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PACES FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note F
Mortgages Payable {Continued)

Secondary bridge loan financing bearing interest at the rate of
17.5% per annum. Interest only payments are due over the
term of the loan. The entire unpaid principal and any unpaid
interest shall be due upon maturity on January 1, 2025.
Accrued interest as of December 31, 2022 totaled

$1,882,407. Qutstanding balance is secured by the rental Paces StMary 6.676.783
property.
Total mortgages payable $ 58.828.021

Mortgages and notes payable will mature as follows:
Current portion

2023 5 860,916
Long-term portion
2024 5 788,687
2025 6,984,976
2026 329,247
2027 350,348
2028 - thereafter 49.513.647
57,967,105

$__ 58828 021

Note |
Contingencies

The Qrganization has also received grant funding of $5,349,260 under the affordable housing pregram of the
Federal Home Loan Bank. The funding was received from member banks pursuant to grant agreements to partially
finance the construction and development of qualified affordable multifamily housing. Under the terms of the
agreements, the grants are deferred loans, meaning that payments are deferred so long as the Organization meets
and satisfies the conditions and requirements as set forth in the agreements and unless there is a recapture event
or an event of default, all payment obligations cease after the expiration of a twenty year compliance period. The
following projects have received grant funding under the program and have the remaining deferred obligations as of
December 31, 2022:

Mineral Springs L.P. 3 25,000
Sequoyah Village L P. 31,996
Encta Village L.P. 104,167
Campbell Creek L.P. 36,137
Pines by the Creek L.P. 10,915
Georgia Pine Ridge L.P. 147,917
Rosewood Estates Inc. 227,500
Waterford Estates Inc. 240,241
Highland Manor L.P. 235,417
Las Brisas Manor L.P, 210.417

$__1.269.707
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PACES FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note J
Classification of Net Assets

Net assets of the Organization are classified based on the presence or absence of donor-imposed restrictions. Net
assets are comprised of two groups as follows:

Net Assets Without Donor Restrictions: Amounts that are not subject to usage restrictions based on donor-
imposed requirements. This class also included assets previously restricted where restrictions have expired
or been met.

Net Assets with Donor Restrictions: Assets subject to usage limitations based on donor-imposed or grantor
restrictions. These restrictions may be temporary or may be based on a particular use. Restrictions may be
met by the passage of time or by actions of the Organization. Certain restrictions may need to be
maintained in perpetuity.

None of the Organization's net assets are subject to donor-imposed restrictions. Accordingly, ali net assets are
accounted for as net assets without donor restriction.

Note K
Commitments

The Paces Foundation has agreed to provide certain guarantees to unrelated third parties involved as lenders or as
investors in the real estate developments sponseored by the Organization. The current outstanding guarantees are
as follows:

Real Estate Mortgage Notes:

The Paces Foundation has agreed to repay, in the event of default, certain outstanding obligations to related entities
that the Organization has sponsored in the development of affordable housing. The Organization has made these
guarantees to facilitate the financing of the related housing projects operated for the benefit of low-income tenants.
These guarantees must be funded upon the default of the borrower entity and notice of such default to Paces.
These guarantees are limited to the cutstanding balance of the mortgage note. There have been no defaults by the
sponsored borrower entities and no obligations currently exist.

Construction Completion Guarantees:

The Paces Foundation has agreed fo certain guarantees related to the construction completion of the housing
projects for which the Organization is the general partner and developer. The Organization has made these
guarantees to facilitate the financing and construction of the related projects which will be operated for the benefit of
the low-income residents. The Organization has agreed to fund, if any, the construction costs and operating
shortfalls incurred in excess of the available financing sources to the Partnerships upon the closing of the
permanent stage financing for these projects. The Organization currently has construction completion guarantees
outstanding related to the following partnerships which are in the construction and stabilization stages as of
December 31, 2022:

Tupelo Park L.P. Sydney Lanier Apartments LLC
West Boulevard Historic Preservation LLC
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PACES FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2022

Note K
Commitments {Continued)

Operating Deficit Guarantees:

The Paces Foundation has agreed to fund the related partnership up to the maximum amount to cover cash
shortfalls in project operations. These guarantees must be funded upon receipt of a request from the Partnership,
and the obligations are capped at the amounts reflected below. The Organization has not been requested to provide
funding under any of the guaranty obligations as of December 31, 2022.

Maximum Obligation

Panama Commons LP $ 442,000
Brownsville Manor LP $ 330,000
Tupelo Park LP $ 215,228
Sydney Lanier Apartment LLC $ 1,026,281
West Boulevard Historic Preservation LLC $ 976,135

Tax Credit Adjuster Guarantees:

In accordance with certain partnership agreements, The Paces Foundation has agreed to fund a percentage of any
low-income-housing tax credits that might be fost by the respective partnership. The credit reduction could occur if
the Partnership fails to spend an adequate amount on project development costs or fails to operate the Project in
accordance with tax credit guidelines. The tax credit guidelines of IRC Section 42 reguire the Partnership to rent to
eligible tenants at certain restricted rent amounts for a term of fifteen years from the placed in service date of the
buildings.

Note L
Concentration of Credit Risk Arising from Cash Deposits in Excess of Insured Limits

The Organization maintains cash at two commercial banks, these balances can at times exceed the FDIC insured
deposit limit of $250,000 per financial institution. At December 31, 2022, the Organization's cash balances held at
the commercial bank exceeded the FDIC limit by $1,625,907. The Organization has not experienced any losses in
these accounts through the date when the financial statements were available to be issued.

Note M
Liquidity and Availability

The Organization has $11,042,644 of financial assets available within one year of the statement of financial position
date to meet cash needs for general expenditures, consisting of cash and cash equivalents of $7,980,918, accounts
receivable of $181,726, and an available line of credit balance of $2,880,000 as of December 31, 2022. None of
these amounts are subject to donor or other contractual restrictions that make them unavailable for general
expenditure within one year of the statement of financial position.

Note N
Subsequent Events

Management evaluated subsequent events through December 29, 2023, when the financial statements were
available to be issued. Management is not aware of any significant events that occurred subsequent to the
statement of assets, liabilities, and net assets - income tax basis date, but prior to the filing of this report, that would
have a material impact on the financial statements.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion,
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional cmissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards, we:
« Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures respensive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
The Paces Foundation, In¢.'s internal control. Accordingly, no such opinion is expressed.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about The Paces Foundation, Inc.’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified
during the audit.

%V/};vio, LD?

Atlanta, Georgia
December 11, 2024



THE PACES FOUNDATION, INC.

CONSOLIDATED STATEMENTS OF ASSETS, LIABILITIES, AND NET ASSETS - INCOME TAX BASIS

DECEMBER 31, 2023 AND 2022

Current assets
Cash and cash equivalents
Accounts receivable
Prepaid expenses

Total current assets

Restricted deposits and funded reserves
Tax and insurance escrows
Tenant security deposit escrows
Operating and replacement reserves

Program service investments
Land held for development
Grant funds advanced to partnerships
Advances to wholly-owned subsidiaries
Advances to affiliated entities

Property and equipment, at cost
Land
Office building
Rental apartment buildings
Furniture and fixtures

Accumulated depreciation

Other assets

Note receivable, including interest of $175,248 and $78,760,

respectively
Development fee receivables

Deferred charges, net of amortization of $441,636 and

$349,357, respectively

ASSETS

2023 2022
$ 7900982 % 7,980918
164,737 181,726
405,268 596,841
8.470.997 8.759.485
261,442 221,891
122,098 123,743
1.532.616 1.115.058
1.916.156 1.460.692
1.206,072 1,206,072
3,835,314 3,612,215
6,381,733 6,381,733
11,090,376 5,709.159
22 513,495 16,909,179
5,568,981 5,568,981
611,881 611,881
50,215,186 50,198,926
1.094 910 1,094,772
57,490,958 57,474,560
(7.868,303) (6,409,865)
49 622 655 51,064 695
2,678,303 1,978,815
2,007,640 2,007,640
946,732 1.568.408
5632675 5,554,863

$_88.155978 $_83 748914

See independent auditors' report and accompanying notes
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THE PACES FOUNDATION, INC.
CONSOLIDATED STATEMENTS OF ASSETS, LIABILITIES, AND NET ASSETS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

LIABILITIES AND NET ASSETS

2023 2022
Current liabilities
Accounts payable 164,340 % 58,311
Accrued interest 330,521 295,971
Accrued expenses 192,482 122,279
Security deposits liabilities 124,064 112,409
Mortgages payable, current portion 1,676.148 860.916
Total current liabilities 2.487.555 1.450.886
Other liabilities
Deficit basis of investment in partnerships 911,881 821,876
Mortgages payable, net of current portion 58,970,738 57,967,105
Line of credit 2,368,717 0
Accrued interest on subordinated debt 3582878 1,882 407
65.834.214 £0.671.388
68.321.769 62,122,274
Net assets
Net assets without donor restrictions 19,834,209 21,626,640
Net assets with donor restrictions 0 #]
19.834.209 21,626.640

88155978 $_83,748.914

See independent auditors' report and accompanying notes
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THE PACES FOUNDATION, INC.

STATEMENTS OF REVENUES AND EXPENSES - INCOME TAX BASIS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

Public support

Affordable housing program grants earned

Contribution, gifts and grants

Program service revenues

Development fees

Asset management fees
Rental income

Interest and dividend income
Section 1602 grant income

Income (loss) from partnerships

Gain (loss) on sale of investments

Miscellaneous income

Total public support and program revenues

Program service expenses

Contributions to charities

Affordable housing operations:

Rental property operating expenses

Morigage interest on rental property

Depreciation and amaortization
Affordable housing development:

Salaries and benefits
Consulting fees

Unrecoverable development costs

Legal and professional
Travel and entertainment
Other expenses

Total program service expenses

General and administrative

Salaries and henefits
Office expenses
Qccupancy costs
Telephone

Mortgage interest
Taxes and licenses

Depreciation and amortization

Other expenses

Total general and administrative

Total expenses

Changes in net assets without donor restrictions
See independent auditors' report and accompanying notes
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2023 2022
$ 223099 $§ 223,099
0 166,030
1,467,889 661,928
30,857 214,877
5,510,851 5,486,108
401,769 320,478
17,917 17,917
2,803,915 (346,072)
0 (88,900)

1,267 183,860
10.457 564 6,839,325
4,000 13,602
2,929,456 2,838,584
4,490,595 3,381,059
1,443,043 1,440,425
1,042,841 1,010,246
700,712 236,728
0 601,583

43,273 91,279
104,312 77137
42808 74.129
10,801,040 9.764.772
769,107 776,502
32,944 33,516
33,906 29,658
6,529 8,630
141,032 99,853
181,417 78,979
15,395 15,505
268,625 206,300
1,448,955 1,248,943
12,249,995 _11.013.715
$_(1.792.431) $_(4.174390)




THE PACES FOUNDATION, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS - INCOME TAX BASIS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

Beginning balance, January 1, 2022

Changes in net assets

Ending balance, December 31, 2022

Changes in net assets

Ending balance, December 31, 2023

Net Assets
Net Assets Without
With Donor Donor Total
Restrictions Restrictions Net Assets
% 0 %$25801.030 %$25,801,030
0 {4174.390) (4.174,3%0)
0 21,626640 21,626,640
0 (1.792.431) (1.792,431)
$ 0 $19834.209 $19.834,209

See independent auditors’ report and accompanying notes
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THE PACES FOUNDATION, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS - INCOME TAX BASIS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

Cash flows from operating activities
Changes in net assets without restrictions
Adjustments to reconcile changes in net assets to
net cash provided (used} by operating activities

2023

2022

$_(1.782.431) $_(4.174.390)

Depreciation and amertization 1,458,438 1,455,930
Amortization of debt issuance costs 96,134 92,279
Section 1602 and AHP grants earned {241,016) (241,016)
Nef income (loss) from partnerships (2,803,915) 346,072
Net gain (loss) from sale of investments 0 88,900
(Increase) decrease in assets:
Accounts receivable 16,989 (4,449)
Development fees receivable 0 2,250,862
Prepaid expenses 191,573 (526,866)
Increase (decrease) in liabilities:
Accounts payable 105,029 14,421
Accrued interest 1,638,535 1,093,482
Accrued expenses 70,201 (3,277)
Security deposit liabilities 11,655 1,261
Total adjustments 543.623 4,567,599
Net cash provided (used) by operating activities {1,248 808) 393,209
Cash flows from investing activities
Purchase of land held for development 0 {1,206,072)
Purchase of rental property and equipment {16,398) (134,320)
Distributions received from partnerships 2,893,918 1,388,098
Increase in investment in subsidiaries 0 (889,167)
Increase in notes receivable (603,000) (844,260)
Advances to affiliated entities {5,381.217) 200,036
Net cash used by investing activities {3.106,697) {1,485,685)
Cash flows from financing activities
Borrowings on mortgage notes 1,857,255 1,381,395
Principa! payments on mortgage notes {20,471) {(787,486)
Borrowings on line of credit 2,368,717 0
Increase (decrease) in deferred financing fees 525,542 (521.036)
Net cash provided by financing activities 4,731,043 72,873
Net increase (decrease) in cash, cash equivalents and
restricted cash 375,538 {1,019,603)
Cash, cash equivalents and restricted cash, beginning 9,441,610 10,461,213

Cash, cash equivalents and restricted cash, ending $_ 9817148 %_ 9441610

Supplemental disclosure of cash flow information
Cash paid during the year for interest expense

$__2993092 % 2387430

See independent auditors' report and accompanying notes
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note A
Organization and Summary of Significant Accounting Policies

The Paces Foundation (a not-for-profit crganization} was formed on May 14, 1991, to develop, iease, operate,
manage and maintain affordable rental housing for low to moderate-income residents.

The Organization has formed certain wholly-owned limited liability companies that are disregarded entities for tax
filing purposes and their assets, liabilities, net assets and operating results have been consclidated with the Paces
Foundation for tax reporting purposes.

Name Name
Galleria Mountain LLC Gateway Townhomes of St. Joe LLC
Paces St. Mary LLC Etowah Limited Partner LLC
Post Oconee Springs Services LLC Post Nantahala Services LLC
Oconee Il Limited Partner LLC Las Brisas Apts Limited Partner LLC
Autumn Ridge Limited Partner LLC Sequoyah Limited Partner LLC
Mineral Springs Limited Partner LLC Enota Limited Partner LLC
Montgomery Limited Partner LLC Timber Chase Limited Partner LLC

Manor York Limited Partner LLC

Galleria Mountain LLC owns and operates the office building occupied by the Organization. Gateway Townhomes of
St Joe LLC and Paces St. Mary LLC own and operate multifamily apartment facilities for low-income persons in
accordance with the Organization's charitable purpose. The remaining disregarded entities listed above act as
replacement limited partners in related operating partnerships which also own and operate multifamily apartment
facilities for low-income persons and have substituted in place of an exiting investor limited partner following the end
of the low-income credit compliance period.

The Organization has alsc acted as a sponsor of certain other not-for-profit organizations, which are listed below.
Name Name

Rosewood Cordele Development Inc. Waterford Dublin Development Inc.
Galleria Senior Manor Development Inc.

The not-for-profit organizations listed above were formed to construct, own, operate and maintain rental apartment
facilities for low to moderate income families and the elderly persons. The not-for-profit entities were sponsored by
the Paces Foundation but are separately organized not-for-profit entities and each files its own Form 990 for tax
reporting. These not-for-profit entities have not been included in the accompanying income tax basis financial
statements of the Paces Foundation as of December 31, 2023 and 2022.

The Organization is also the sole shareholder of various wholly owned corporate subsidiaries, which are listed
below.

Name Name
Etowah Services Corporation Oconee Services Corporation
Nantahala Services Corporation Las Brisas Services Corporation
QOconee |l Services Corpaoration Sequoyah Services Corporation
Mineral Springs Services Corporation Autumn Services Corporation
Montgomery Landing General Partner LLC Timber Chase Services Corporation
Enota Services Corpaoration Campbell Creek Services Corparation
Pines by the Creek Services Corporation Georgia Pine Ridge Services Corporation
Whitehall Apartments Services Corporation Whitehall Manor Services Corporation
Shoal Creek Services Corporation Panama Commons Services Corporation
Highland Manor Services Corporation Las Brisas Manor Services Corporation
Lamar Memphis Services Corporation Fairfield Manor Services Corporation
Meadowhill Estates Services Corporation Taylor Court Services Company LLC
Downing Court Services Company LLC Oxford Court Services Company LLC
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note A

Organization and Summary of Significant Accounting Policies {Continued)
Century Park Services Corporation Brownsville Manor Services Corporation
Tupelo Park Services Corporation Sydney Lanier Apartments GP LLC

Pinecrest West Services Corporation

The corporate entities listed above act as the general partners of various limited partnerships that own and operate
multifamily rental apartment facilities for low to moderate income families and elderly persons. The general partner
entity typically owns no more than 1% of the partnership. These are separate legal entities and each entity files its
own corporate tax return and, therefore, have not been included in the accompanying income tax basis financial
statements of the Paces Foundation as of December 31, 2023 and 2022,

Basis of Accounting:

The accompanying financial statements have been prepared on the accrual hasis of accounting used for income tax
purposes, which is a comprehensive basis of accounting other than generally accepted accounting principles
(GAAP). The primary differences between the U.S. income tax basis of accounting and GAAP consist of the
following: (i) the Organization did not consolidate its wholly owned subsidiaries and the related partnerships where
the wholly owned subsidiary acts as controlling general partner; {ii) direct write-off of bad debts instead of reserve;
and (iii) depreciation is provided over the statutory lives of the property as determined by the Internal Revenue
Code.

Property Held for Development:

Property held for future development is carried at the lower of cost or net realizable value. |f properties are not
being actively developed, holding costs are expensed as incurred.

Accounting for Investments in Partnerships:

The Organization accounts for its material investments in associated partnerships using the equity method of
accounting,

Property and Equipment:

Property and equipment are carried at cost. Expenditures for maintenance and repairs are expensed currently, while
renewals and betterments that materially extend the life of an asset are capitalized. The cost of assets sold, retired,
or otherwise disposed of, and the related allowance for depreciation are eliminated from the accounts, and any
resulting gain or loss is recognized.

Depreciation on the rental apartment buildings is provided using the straight-line method utilized by the partnership
over estimated lives of twenty-seven to forty years. The depreciation expense an the rental properties controlled by
the Organization was 31,443,043 and $1,440,425 for the fiscal years ended December 31, 2023 and 2022,
respectively.

Depreciation on the office building is provided using the straight-line method over the 40 year estimated life of the
structure. Depreciation on the furniture, fixtures and equipment is provided using the straight-line method over their
estimated useful life, which is five to seven years. The depreciation expense on the office building and the furniture
and equipment utilized by the Organization was $15,395 and $15,505 for the fiscal years ended December 31, 2023
and 2022, respectively.

Revenue Recognition:

Contributions, grants and gifts from individuals and organizations are recognized when received unless there are
ongoing obligations that must be fulfiled. Affordable Housing Program grants and Section 1602 grants will be
recognized ratably over their commitment period. Development fees have been recognized as earned unless a
material contingencies to collection remains. If either the amount or the date of collection is contingent upon certain
unpredictable factors, the fees will be recognized upon receipt or the eliminaticn of the uncertainty.
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note A
Organization and Summary of Significant Accounting Policies {Continued)

Contributions:

The QOrganization reports gifts of cash and other assets as restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated time
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released from restrictions.

Functionai Expenses:

The Qrganization's program service activity is the promotion, development and construction of affordable housing
projects for low-income individuals and families. The Organization currently has two functional areas and has
presented its expenses in the statement of activities in these two areas. Accordingly, certain costs have been
allocated among the program service expenses and the general and administrative based on an allocation of
employee's time and on usage of resources. The Organization currently does not conduct any fundraising activities
and does not incur any costs resulting from fundraising.

Use of Estimates:

Management uses estimates and assumptions in preparing these financial statements in accordance with the
income tax basis of accounting. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and expenses. Actual results
could vary from the estimates that were used.

Amortization of Deferred Charges:

Loan issuance costs incurred by the Organization to obtain the mortgage note are recorded as a direct deduction
from the carrying amount of the mortgage nete, The loan issuance costs are amortized on the straight-line method,
which approximates the effective interest rate method, over the life of the mortgage note. Amortization of loan
issuance costs is included in interest expense.

Income Taxes:

The Organization is organized and operated exclusively for charitable, not-for-prefit purposes. The Organization has
been classified as a private foundation within the meaning of Section 509(a) and qualifies for deductible
contributions as provided in Section 170(b){(1}{A}vi). The Organization annually files its Form 990PF with the
Internal Revenue Service. The Internal Revenue Service has, in prior years, issued its determination letter reflecting
that the Paces Foundation is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue
Code. Therefore, no income tax provision has been included in the financial statements.

The Organization is no longer subject to income tax examinations for calendar years up to and including 2019,
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note B
Reconciliation of Cash. Cash Equivalents and Restricted Cash

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the
statement of assets, liabilities, and net assets - income tax basis that sum to the total of the same such amounts
shown in the consolidated statements of cash flows.

2023 2022
Cash and cash equivalents 3 2028131 § 2,623,281
Mutual funds and marketable securities 5,872,861 5,357,637
Restricted escrows and funded reserves 1.916,156 1,460,692

Total cash, cash equivalents and restricted cash
shown in the consolidated statements of cash flows $ 9.817.148 % 9.441.610

Mutual funds and marketable securities are reported at their cost basis for tax reporting. All equity and debt
securities are considered to be available for sale securities.

Note C
Restricted Deposits and Funded Reserves

The Organization's two disregarded operating multifamily rental apartment entities, Gateway Townhomes of St. Joe
LLC and Paces St. Mary LLC, have funded various restricted accounts as required by their mortgage loan
agreements. These funds are held for future use by the entities in accordance with the terms and conditions of their
respective loan agreements. The mortgage escrows and reserves as of December 31, 2023 and 2022, are
comprised of the following:

2023 2022
Tax and insurance escrows $ 261,442 % 221,891
Tenant security deposits 122,098 123,743
Operating and reserve for replacement 1.532.616 1.115.058

$ 1916156 % 1,460,692

Note D
Advances to Wholly-Owned Subsidiaries

The Organization has advanced funds to certain of its wholly-owned corporate subsidiaries to provide funding to
meet development and operational guarantees and commitments to the various affiliated operating affordable
housing partnerships sponsored by the Organization. These advances which total $6,381,733 and $6,381,733 as of
December 31, 2023 and 2022, respectively, are non-interest-bearing demand obligations that the Organization
anticipates will be repaid from future project cash flow from operations or a future capital event of the respective
operating partnership. The wholly owned subsidiaries of The Paces Foundation are the managing general partners
of certain partnerships that own and operate rental apartment facilities for low and extremely low income families,
individuals, and elderly seniors.
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note E
Advances to Affiliates

The OCrganization has advanced funds to various affiliated development entities for predevelopment expenses and
other project development related cbligations. The advances totaling $11,090,376 and $5,709,159 as of December
31, 2023 and 2022, respectively, are non-interest bearing demand obligations that the Qrganization anticipates wilt
be repaid upon the initial closing of each project's construction financing or from future project operations. Should
the Organization determine that a project is not feasible for future development any unreimbursed advances are
expensed.

Note F
Notes Receivable

The Organization has entered into an agreement with Soho Housing Partners LLC ("Soho™) whereby the
Organization will provide funding to Soho during the predevelopment stage of certain affordable housing
developments that will be jointly sponsored and developed by the Paces Foundation and Soho Housing Partners
LLC. Paces will be the 51% managing member of each development jointly sponsored by the two entities. Soho has
executed a promissory note and has borrowed $2,503,055 and $1,900,055 as of December 31, 2023 and 2022,
respectively, from the Organization. Accrued interest of $175,248 and $78,760 was due as of December 31, 2023
and 2022, respectively. Soho has agreed to repay outstanding principal and interest in minimum monthly
installments of $25,000 beginning June 1, 2024. If the note has not been repaid in full by August 1, 2025, the
minimum monthly installments will becorme $50,000. |n all events the note and any accrued interest must be fully
repaid in full no |ater than December 31, 2026. The note is secured by the guarantees of the principals of Soho
Housing along with a collateral interest in any fees or distributions from the development projects.

Note G
Investments in Partnerships

The Organization formed single-member disregarded entities which have been admitted as limited partners in the
affiliated operating partnerships. The entities listed below were admitted as replacement limited partners for the
original tax credit investment partners and assumed the investors 99% interest in the respective partnership. As of
December 31, 2023 and 2022, the ending partner equity (deficit) account balance is as follows:

2023 2022

Post Nantahala Services LLC 5 401,532 % 308,941

Panama Commons LLC 2,250,224 2,250,264

Las Brisas Apartments Limited Pariner LLC {1,858,068) {2,048,485)
Autumn Ridge Limited Partner LLC {1,538,407) {1,332,596)
Sequoyah Limited Partner, LLC {1,056,219) 0
Enota Limited Partner, LLC 563,483 0
Montgomery Landing Limited Partner, LLC {13.545) 0
Timber Chase Limited Partner, LLC 180,057 o
Manor York Limited Partner, LLC. 159,062 0

3 (911,881} % {821,876)
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Note H

THE PACES FOUNDATION, INC.
NOTES TC CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Mortgages Payable

Mortgages and notes payable consist of the following for the years ended December 31, 2023 and 2022:

Debts related to Office Building:

Ameris Bank - Line of Credit in the maximum amount
of $2,880,000, payable interest only prior to maturity on
September 17, 2025, interest rate floats at the bank's
prime rate plus 2.5%, currently 6.25%. The cutstanding
balance is secured by real estate.

Debts related to Land held for Development:

Promissory note payable interest only prior to maturity
on July 1, 2024; bears interest at 6.5% per annum;
secured by land acquired for development.

Promissory note payable interest only prior to maturity
on July 1, 2024, bears interest at 6.25% per annum;
secured by land acquired for development.

Promissory note payable interest only prior to maturity
on February 28, 2025; bears interest at the monthly
SCFR rate plus 3%,; secured by land acquired for
development.

Debts related to Operating Renial Properties:

Amortizing mortgage lean with unrelated lender,
bearing interest at 5.5% to be repaid in monthly
installments of $7,573 with maturity on August 16,
2035. Outstanding balance is secured by the rental
property.

Neon-amortizing mortgage loans provided by the Florida
Housing Finance Corporation and Gulf County, Florida.
The loans are non-interest bearing obligations that will
mature in 2036 following the end of the affordability
period. Outstanding balance is secured by the rental
property.

Promissecry note with unrelated lender, bearing interest
at 3.05% to be repaid in monthly installments of interest
only over a 40 year term. Interest only payments are
due through December 31, 2024 with the quarterly
principal payments effective January 1, 2024 until
maturity on December 1, 2058. Outstanding balance is
secured by the rental property.

13-
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMEBER 31, 2023 AND 2022

Note H
Mortgages Payable (Continued)

Secondary bridge loan financing bearing interest at the

rate of 17.5% per annum. Interest only payments are

due over the term of the loan. The entire unpaid

principal and any unpaid interest shall be due upon

maturity on January 1, 2025. Accrued interest as of

December 31, 2023 totaled $248,458. Outstanding Paces St Mary 6676783 6.676.783
balance is secured by the rental property.

Total mortgages payable $_ 60646.886 $_ 58,828.021

Mortgages and notes payable will mature as follows:
Current portion

2024 $ 1,676,148
Long-term portion
2025 3 2,085,693
2026 329,247
2027 350,348
2028 366,499
2029 - thereafter 55.828 951
58,970,738

5__ 60,646,886

Note |
Line of Credit

The Organization obtained a line of credit agreement with Ameris Bank on October 17, 2022. The agreement
provides for a loan of $2,880,000and is secured by a Deed to Secure debt. The line of credit bears interest at a
variable rate and expires on September 17, 2025. As of December 31, 2023, $2,368,717 has been drawn and
$74 502 was paid for interest expense. As of December 31, 2023, accrued interest due on the line of credit was
$8,948.

Note J
Deferred Charges

As of December 31, 2023 and 2022, deferred charges consist of:

2023 2022
Loan issuance costs $ 1,388,368 % 1,917,765
Accumulated amortization (441,636) (349.357)
Loan issuance costs, net $ 946732 % 1,568,408
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCCME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note J
Deferred Charges {(Continued)

The Company anticipates that amortization expense, which is included in interest expense, for the next five years
and thereafter will be as follows:

Years Ended December 31

2024 $ 96,134
2025 96,134
2026 96,134
2027 96,134
2028 96,134
Thereafter 466.062

Total $ 946.732

Note K
Contingencies

The Organization has also received grant funding of $4,881,922 under the affordable housing program of the
Federal Home Loan Bank. The funding was received from member banks pursuant to grant agreements to partially
finance the construction and development of qualified affordable multifamily housing. Under the terms of the
agreements, the grants are deferred loans, meaning that payments are deferred so long as the Organization meets
and satisfies the conditions and requirements as set forth in the agreements and unless there is a recapture event
or an event of default, all payment obligations cease after the expiration of a twenty year compliance period. The
following projects have received grant funding under the program and have the remaining deferred obligations as of
December 31, 2023 and 2022:

2023 2022
Mineral Springs L.P. 5 c 9% 25,000
Sequoyah Village L.P. 7,999 31,996
Enota Village L.P. 79,167 104,167
Campbell Creek L.P. 28,787 36,137
Pines by the Creek L.P. 8,695 10,915
Georgia Pine Ridge L.P. 122,917 147,917
Rosewood Estates Inc. 208,209 227,500
Waterford Estates Inc. 185,000 240,241
Highland Manor L.P. 210,417 235417
Las Brisas Manor L.P. 185.417 210.417

51046608 % 1,269.707

Note L
Classification of Net Assets

Net assets of the Organization are classified based on the presence or absence of donor-imposed restrictions. Net
assets are comprised of two groups as follows:

Net Assets Without Donor Restrictions: Amounts that are not subject to usage restrictions based on donor-
imposed requirements. This class also included assets previously restricted where restrictions have expired
or been met.

Net Assets with Donor Restrictions: Assets subject to usage limitations based on donor-imposed or grantor
restrictions. These restrictions may be temporary or may be based on a particular use. Restrictions may be
met by the passage of tme or by actions of the Organization. Certain restrictions may need to be
maintained in perpetuity.
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THE PACES FOUNDATION, INC.
NQOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note L
Classification of Net Assets {Continued)

None of the Organization's net assets are subject to donor-imposed restrictions. Accordingly, all net assets are
accounted for as net assets without donor restriction.

Note M
Transactions with Affiliates and Related Parties

Development Fees:

Pursuant to their development services agreements, the Organization has earmned development fees from various
partnership entities which it has sponsored. The fees are payable from designated proceeds and from distributable
cash flow as described in the partnership agreements. During the years ended December 31, 2023 and 2022,
development fees have been earned by the Crganization from the following entities:

2023 2022
Brownsville Manor LP L 213,474 § 213,474
Century Park Apts LP 240,162 240,162
Fairfield Maneor Lid 34,791 34,74
Lamar Apts LP 489,957 469 957
Las Brisas Manor LP 76,924 76,924
Meadowhill Estates LP 751,833 751,833
Rosewood Cordele Development Inc 61,239 61,239
Waterford Dublin Development Inc 159,260 168,260

$__ 2007640 3% 2.007.640

Note N
Commitments

The Paces Foundation has agreed to provide certain guarantees to unrelated third parties involved as lenders or as
investors in the real estate developments sponsored by the Organization. The current outstanding guarantees are
as follows:

Real Estate Mortgage Notes:

The Paces Foundation has agreed to repay, in the event of default, certain outstanding obligations to related entities
that the Organization has sponsared in the development of affordable housing. The Organization has made these
guarantees to facilitate the financing of the related housing projects operated for the benefit of low-income tenants.
These guarantees must be funded upon the default of the borrower entity and netice of such default to Paces.
These guarantees are limited to the outstanding balance of the mortgage note. There have been no defaults by the
sponsored borrower entities and no obligations currently exist.

Construction Completion Guarantees:

The Paces Foundation has agreed to certain guarantees related to the construction completion of the housing '
projects for which the Organization is the general partner and developer. The Organization has made these
guarantees to facilitate the financing and construction of the related projects which will be operated for the benefit of
the low-income residents. The Organization has agreed to fund, if any, the construction costs and operating
shortfalls incurred in excess of the available financing sources to the Partnerships upen the closing of the
permanent stage financing for these projects. The Organization currently has construction completion guarantees
outstanding related to the following partnerships which are in the construction and stabilization stages as of
December 31, 2023:

Tupela Park L.P. Sydney Lanier Apartments LLC
Woest Boulevard Historic Preservation LLC
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THE PACES FOQUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note N
Commitments {Continued)

Operating Deficit Guarantees:

The Paces Foundation has agreed to fund the related partnership up to the maximum amount to cover cash
shortfalls in project operations. These guarantees must be funded upan receipt of a request from the Partnership,
and the obligations are capped at the amounts reflected below. The Organization has not been requested to provide
funding under any of the guaranty obligations as of December 31, 2023.

Maximum Obligation

Panama Commons LP $ 442 000
Brownsville Manor LP 3 330,000
Tupelo Park LP 3 215,228
Sydney Lanier Apartment LLC $ 1,026,281
West Boulevard Historic Preservation LLC 3 976,135
Handsel Morgan Village 2021, LP 3 199,498
Maryalice Circle 2021, LP $ 482,960

Tax Credit Adjuster Guarantees:

In accordance with certain partnership agreements, The Paces Foundation has agreed to fund a percentage of any
low-income-housing tax credits that might be lost by the respective partnership. The credit reduction could occur if
the Partnership fails to spend an adequate amount on project development costs or fails to operate the Project in
accordance with tax credit guidelines. The tax credit guidelines of IRC Section 42 require the Partnership to rent to
eligible tenants at certain restricted rent amounts for a term of fifteen years from the placed in service date of the
buildings.

Note O
Concentration of Credit Risk Arising from Cash Deposits in Excess of Insured Limits

The Qrganization maintains cash at two commercial banks, these balances can at times exceed the FDIC insured
deposit limit of $250,000 per financial institution. At December 31, 2023 and 2022, the Organization's cash balances
held at the commercial bank exceeded the FDIC limit by $1,239,739 and $1,625,907, respectively. The Organization
has not experienced any losses in these accounts through the date when the financial statements were available to
be issued.

Note P
Liquidity and Availability

The Organization has $10,945,729 of financial assets available within one year of the statement of financial position
date to meet cash needs for general expenditures, consisting of cash and cash equivalents of $7,900,992, accounts
receivable of $164,737, and an available line of credit balance of $511,283 as of December 31, 2023. None of these
amounts are subject to donor or other contractual restrictions that make them unavailable for general expenditure
within one year of the statement of financial position.
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THE PACES FOUNDATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - INCOME TAX BASIS
DECEMBER 31, 2023 AND 2022

Note Q
Subsequent Events

Management evaluated subsequent events through December 11, 2024, when the financial statements were
available to be issued, Except as identified below, management is not aware of any significant events that occurred
subsequent to the statement of assets, liabilities, and net assets - income tax basis date, but prior to the filing of this
report, that would have a material impact on the financial statements.

In May 2024 the Organization sold four properties for a total sales price of $21,425,000 to an unrelated third party.
As part of the transaction the related debts were repaid in full and the Organization received proceeds of
$11,809,889.

In May 2024 the Organization repaid the Roof Street Development loan totaling $87 1,000 that was outstanding as of
December 31, 2023.

Effective July 1, 2024, the Organization amended the Roof Street Development loan agreement. Under the terms of
the new agreement the maturity date is July 1, 2025. No other terms of the agreement were modified.

On September 19, 2024, PPP Metropolitan, LLC admitted a limited partner into partnership and closed on a new
loan. As part of the transaction equity proceeds were used to repay the land loan totaling $1,787,500 in full.
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REFERENCES

Local Government

Escambia County Housing Finance Agency

Email Address

Lisa.bernau@escambiahfa.com

Phone

(850) 432-7077

Contact Name and Title

Lisa Bernau, Executive Director

Local Government

Invest Atlanta

Email Address

vroberts@investatlanta.com

Phone

(404) 880-4100

Contact Name and Title

Vickey Roberts, Director, Multifamily Housing

Local Government City of Charlotte
Email Address Michael.englehart@charlottenc.gov
Phone (980) 297-1732

Contact Name and Title

Michael Englehart, Housing Trust Fund Manager
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PURCHASE AND SALE AGREEMENT

THIS AGREEMENT is by and between Dokken, Curtis L (hereinafier referred to as “Seller”),
and The Paces Foundation, Inc. a Georgia 501(c)3) non-profit corporation or its assigns
(hereinafter referred to as “Purchaser™).

WITNESSETH: In consideration of the mutual promises hereinafter set forth, Seller and
Purchaser mutually agree as foilows:

1. PURCHASE AND SALE. Seller is the owner of the certain parcel of unimproved land
consisting of approximately 4.45 acres located at 11323 County Line Road, Spring Hill, FL
34609 with Parcel 1D Number R32 423 18 0000 0230 0060, as more particularly described on
Exhibit “A” (hereinafter described as the “Property™). Seller agrees to sell and convey and the
Purchaser agrees to purchase the parcel, which shall include all (if any) easements, access
easements, rights of way, privileges, licenses, appurtenances and other rights and benefits
belonging to the owner of, running with, or in any way related to the Property, including all
consents, authorizations, variances, waivers, licenses, plans, drawings, permits and approvals
from any governmental authority with respect to the Property, all percolation, soil, topographical,
traffic, engineering and environmental studies, all riparian, littoral rights, title to submerged
lands and other water rights related to or benefiting the Property, all utility mains, service
laterals, hydrants, connections, hook-ups and valves servicing or available to service the Property
and any and all other agreements, contracts, covenants, variances and benefits related to or
benefiting the Property.

2. PURCHASE PRICE. The total purchase price for the Property (“Total Purchase Price”),
which Purchaser egrees to pay and Seller agrees to accept, is One Million, One Hundred
Thousand and 007100 DOLLARS ($1,100,000.00), subject to the adjustments herein provided,
payable in cash, by check or by wire transfer of immediately available funds. which shall be
payable as follows:

(@)  Within ten (10) days of final execution. Purchaser shall deliver to Frontier Title
Group, LLC as escrow agent (“Escrow Agent™) the sum of TWENTY FIVE THOUSAND
DOLLARS ($25,000.00) by check, the proceeds of which shall be held in trust as an
earnest money deposit (“the Initial Deposit”) by Escrow Agent and disbursed only in
accordance with the terms of this agreement.

(b)  The Initial Deposit shall become non-refundable on July 31%, 2025, as long as the
Agreement has not been canceled.

(¢) On October 31%, 2025, the Purchaser shall deposit with Escrow Agent an
additional TWENTY FIVE THOUSAND DOLLARS ($25,000.00) (the “Second
Deposit™). The Initial Deposit, and the Second Deposit, {collectively the “Deposits™) will
become non-refundable except upon Seller’s default or as provided in this Agreement.

(d) On the Closing Date, the Purchaser shall deliver to the Escrow Agent ONE
MILLION FIFTY THOUSAND and 00/100 DOLLARS ($1,050,000.00) subject to the
adjustments herein provided, by a cashiers check issued by a money center financial .

institution or by wire transfer of Federal funds. LA
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(¢} The Deposits held by Escrow Agent shall be placed ir a non-interest-bearing
account under Purchasers Tax ].D. Number.

3. INVESTIGATION PERIOD, From the pericd beginning with the Effective Date until
July 31%, 2025 (the “Investigation Period™), Seller hereby grants to Purchaser the right to make
whatever investigations Purchaser deems necessary with respect to the Property.

(a)  Selier hereby grants to Purchaser and its agents, servants, employees, contractors
and representatives a right of entry upon every portion of the Property and a right to
examine all records or other matters pertaining to the Property {(and Seller hereby agrees
to make such records or other matters available to Purchaser} from time to time at all
reasonable times for the purpose of making surveys, engineering studies, drainage swdies,
appraisals, zoning and land use studies, impzct studies, surface and subsurface
explorations, tests, excavations, borings and such other investigations and inspections as
Purchaser may elect to make. Seller shall deliver to Purchaser, at or before the time Seller
delivers the Prior Policy (as defined in Section 5 hercof) to Purchaser, copies of any and
all environmental, soil, zoning, land use, appraisal and feasibility studies, reports, and
assessments and governmental orders, approvals, exemptions, waivers and permits
relating to the Property and any proposed use thereof which are in Seller’s custody or
control. Seller will employ appropriate efforts, in its reasonable judgment, to support
Purchaser with respect to any zoning, site plan or land planning applications that
Purchaser may submit in order to develop multifamily rental apartments on the Property.

(b) The Purchaser assumes liability for all acts of its agents who enter onto the
Property and agrees to indemnify and hold harmless the Seller from any loss, damage,
cost, or expense incurred by Seller as a result of such acts of Purchaser and its agents that
cause injury to persons or damage to the Property.

{c) Purchaser is planning to apply for financing from the Florida Housing Finance
Corporation. Seller will employ appropriate efforts, in its reasonable judgment, to support
Purchaser in these pursuits. If, during the Investigation Period, Purchaser, in its sole
judgment, deems that the property is not suitable for its intended use, it will immediately
notify Seller of the termination of this Agreement and the Initial Deposit will be returned
to Purchaser.

4, CONDEMNATION. If the Property is condemned and taken in eminent domain
proceedings, or under condemnation-purst:ant to a notice of teking by appropriate authority prior
to the Closing Date, Seller shalt promptly notify Purchaser of such fact in writing, and Purchaser,
by notice given to Seller within fifteen (15) days following Sellers written notice, may elect to
either (&) terminate this Agreement or (b) continue this Agreement in full force and effect and be
assigned the right to the award upon closing of this transaction. If Purchaser properly elects to
terminate this Agreement, the Deposits delivered pursuant to Article 2 hereof shall be retumed to
Purchaser. In the event Purchaser fails to timely make such election, Purchaser shall be deemed
to have made the eiection provided in Subsection (b} of this Paragraph.

5. TITLE INSURANCE/SURVEY. Within twenty (20) days of execution of this

agreement, Seller, at its cost, shall provide an existing owner's or mortgagee's title insurance

policy qualified as a base for reissuance of coverage on the Property at the Purchase Price (“Prior é; n
| oo

Poticy™).
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(a) Seller shall convey to Purchaser marketable title to the Property, subject only to the
Pemmitted Exceptions. Marketable title shall be determined according to the Title
Standards adopted by authority of The Florida Bar and in accordance with law. If the
Title Commitment, or any update endorsement obtained prior to Closing reflects that title
to the Property is subject to any exceptions which make title to the Property
unmarketable, Purchaser shall, within thirty (30) days after receipt of the Title
Commitment or update endorsement, notify Seller in writing of the specific title defects,
Seller shall correct such defects within ninety (90) days from its receipt of the notice
from Purchaser, and Seller shall be obligated to prosecute any legal action to cure any
titie defects or expend any money to cure such title defects. Purchaser, at its option, may
extend the time to cure any defects which arise after the Purchaser’s initial examination
of title and the Closing Date by a period of time equal to the period of time that is
required to cure the title defects. If Seller is not successful in removing the defects within
said time, Purchaser shall have the option of either accepting the title in its existing
condition, or of terminating this Contract by sending written notice of termination to
Seller. Upon the termination of this Contract, Escrow Agent shall return the Deposits to
Purchaser, and, thereafier, neither Purchaser nor Seller shall have any further rights or
obligations hereunder except as otherwise provided in this Contract.

Purchaser may have the Property surveyed prior to December 19% , 2025, at Purchaser’s
expense by a Florida registered surveyor. If the survey shows any encroachment on the
Property or that any improvement on the Property encroaches on the lands of others, the
same shail be treated as a title defect hereunder if raised within the time and in the
manner provided for title objections in this Paragraph.

6. CLOSING DOCUMENTS. The Closing documents shall be provided by the parties as
set forth below:

(a) At Closing Seller shall deliver to Purchaser:

(i) a special warranty deed conveying to Purchaser pood, marketable and
insurable fee simple absolute title to the Property;

(ii)  an affidavit in the customary form, attesting that no individual, entity or
governmental body has any claim against the Property under the Florida
Construction Lien Law: that no individual, entity or governmental body,
other than tenants in occupancy under lease agreements, is either in
possession of the Property or has a possessor interest or claim to the
Property; and that no improvements to the Property have been made for
ninety (90} days immediately preceding the Closing Date (as hereafter
defined) for which payment has not been made: and

(i)  a certificate of non-foreign status and Florida Department of Revenue
Transfer of [nterest in Florida Real Property.

(b) Purchaser and Seller shall execute a closing statement prepared by Seller i(()
£ Lo

conformance with the terms of this Agreement.
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10.  SELLER’S REPRESENTATIONS, WARRANTIES AND COVENANTS. Seller
represents and warrants to Purchaser and covenants and agrees with Purchaser as follows:

(2)  Seller has not entered into any contracts, subcontracts, arrangements, licenses,
concessions, easements, or other agreements, either recorded or unrecorded, written or
oral, affecting all or any portion of the Property:

(c) To Seller’s knowledge, there are no: (i) existing or pending improvement liens
affecting the Property; (i} to Sellers knowledge, violations of building codes and/or
zoning ordinances or other governmental or regulatory laws, ordinances, regulations.
orders or requirements affecting the Property; (iii) existing, pending or, to Sellers
knowledge, threatened lawsuits or appeals of prior lawsuits affecting the Property; (iv)
existing, pending or threatened condemnation proceedings affecting the Property; or (v)
existing, pending or, to Sellers knowledge, threatened zoning, building or other
moratoria, down zoning petitions, proceedings, restrictive allocations or similar matters
that could affect Purchasers use of the Property as permitted residential housing;

(d) Seller has not received notice that anything has been done or allowed which could
cause toxic or hazardous materials or waste to be present in, on or about the Property, and
has no actual knowledge of any such materials or waste being or ever having been in, on,
or about the Property;

(e} Seller confirms that the Property is not in a flood zone;

{f)  Seller has the right, power and authority to execute and deliver this Agreement and
to consummate the transactions contemplated by it; neither the execution and delivery of
this Agreement nor the consummation of the transactions contemplated by it nor the
fulfillment of nor the compliance with the terms, conditions and provisions of this
Agreement will conflict with or result in a violation or breach of any relevant law, or any
other instrument or agreement of any nature to which Seller is a party or by which it is
bound or may be affected, or constitute (with or without the giving of notice or the
passage of time) a default under such an instrument or agreement; no consent, approvai,
authorization or order of any person is required with respect to the consummation of the
transactions conterplated by this Agreement, except as provided in (iv) above; and

{g8) No commitments or agreements have been or will be made to any govemnmental
authority, utility company, schoo) board, church or other religious body, any homeowners
or homeowners’ association, or any other organization, group or individual, relating to
the Property which would impose an obligation upon Purchaser to make any
contributions or dedications of money or land to construct, install or maintain any
improvements of a public or private nature on or off the Property, or otherwise impose
liability on Purchaser.

(R) At all times during the term of this Agreement and &s of Closing, all of Sellers
representations, wasranties and covenants in this Agreement shall be true and correct; no
representation or warranty by Seller contained in this Agreement and no statement
delivered or information supplied to Purchaser pursuant to this Agreement contains any

untrue statement of @ material fact or omits to state a material fact necessary in order FD
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13.

Phone:
Email:

With a copy to:

Phone:
Fax:
Emaili:

or to such other address as any party hereto shall designate by like notice given to the
other parties hereto. Notices, consents, approvals, waivers and elections given or made
as aforesaid shall be deemed to have been dated, given and received on the date of actual

receipt.

ASSIGNMENT. Purchaser shall be entitled to assign all of Purchasers rights, duties and

obligations under this Agreement to an affiliate of Purchaser. Assignment to any other entity
shall require the written approval of Seller.

14.

RADON GAS NOTICE. Seller hereby makes, and Purchaser hereby acknowledges, the

following notification:

RADON GAS: Radon is a naturally occurring radioactive gas that, when it has
accumulated in a building in sufficient quantities, may present health risks to persons
who are exposed to it over time. Additional information regarding radon and radon
testing may be obtained from your county public health unit.

15. GENERAL PROVISIONS. The following general terms and conditions apply to this
Agreement:

(a) SINGULAR/PLURAI/MASCULINE/FEMININE. Words used herein in the
singular shall include the plural and words in the masculine/feminine/neuter gender shall

include words in the masculine/feminine/neuter where the text of this Agreement requires.
(b) HEADINGS. Headings in this Agreement are for convenience onfy.

(¢) SUCCESSORS. The terms, covenants, and conditions of this Agreement shall be
binding upon and inure to the benefit of the parties hereto and their respective heirs,
successors, and assigns, except as herein limited.

(d) CHOICE OF LAW, This Agreement shall be interpreted according to the laws of
the State of Florida without application of choice of law principles.

() LITIGATION. In the event there is any litigation arising out of this Agreement,
the prevailing party shall be entitled to recover all costs incurred in connection therewith
including, but not limited to, reasonable attorneys’ fees.

(f  TIME. Time is of the essence in the performance of the obligation of the parties t ? y -
e
QU033
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this Agreement.

() TIME QF ACCEPTANCE. This Agreement must be fully executed by all parties
hereto on or before 6:00 P.M., March 6, 2025, or this Agreement, and any offer contained
herein, shall be considered rejected and null and void. When fully executed, the date of
last execution shall be deemed to be the “Effective Date™ of this Agreement.

16. ESCROW AGENT.

(&) Escrow Agent undertakes to perform only such duties as are expressly set forth in
this Agreement. Escrow Agent shall not be deemed to have any implied duties or
obligations under or related to this Agreement.

(b) Escrow Agent may: (a) act in reliance upon any writing or instrument or signature
which it, in good faith, believes to be genuine; (b) assume the validity and accuracy of
any statement or assertion contained in such a writing or instrument; and {c) assume that
any person purporting to give any writing, notice, advice or instructions in connection
with the provisions of this Agreement has been duly authorized to do so. Escrow Agent
shall not be tiable in any manner for the sufficiency or correctness as to form, manner of
execution, or validity of any instrument deposited in escrow, nor as to the identity,
authority, or right of any person executing any instrument; Escrow Agent’s duties under
this Agreement are and shall be limited to those duties specifically provided in this

Agreement.

{c}  The parties to this Agreement do and shall indemnify Escrow Agent and hold it
harmless from any and all claims, liabilities, losses, actions, suits or proceedings at law or
in equity, or other expenses, fees, or charges of amy character or nature, including
attorneys’ fees and costs, which it may incur or with which it may be threatened by reason
of its action as Escrow Agent under this Agreement, except for such matters which are the
result of Escrow Agent’s gross negligence or willful malfeasance.

(d) If the parties (including Escrow Agent) shall be in disagreement about the
interpretation of this Agreement, or about their respective rights and obligations, or about
the propriety of any action contemplated by Escrow Agent, Escrow Agent may, but shali
not be required to, file an action in interpleader to resolve the disagreement; upon filing
such action, Escrow Agent shall be released from all obligations under this Agreement.
Escrow Agent shall be indemnified for all costs and reasonable attorneys’ fees, including
those for appellate matters and for paralegals and similar persons, incurred in its capacity
as escrow agent in connection with any such interpleader action, Escrow Agent may
represent itself in any such interpleader action and charge its usval and customary legal
fees for such representation, and the court shall award such attorneys’ fees, including
those for appellate matters and for paralegals and similar persons, to Escrow Agent from
the losing party. Escrow Agent shall be fully protected in suspending all or part of its
activities under this Agreement until a final judgment in the interpleader action is
received.

(¢) Escrow Agent may resign upon five ($) calendar days’ written notice to Seller and

Purchaser. If a successor escrow agent is not appointed jointly by Seller and Purchaser

within the five (5) calendar-day period, Escrow Agent may petition a court of competcn(/'
2
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jurisdiction to name a stuccessor.

(f)  Seller and Purchaser acknowledge and agree that Escrow Agent is the law firm
representing Purchaser with regard to this Agreement and the transaction which is the
subject hereof, and hereby waive any claim against Escrow Agent based upon a conflict
of interest as a result of Escrow Agent serving in such dual capacities, excluding only
actions by Escrow Agent constituting knowing and intentional misconduct, Seller further
agrees that Escrow Agent shall be permitted to represent Purchaser in all aspects of this
Agreement and the subject transaction, including, without limitation, any dispute with
respect to the Deposit.

{g)  The provisions of this Section shall survive the Closing and also the cancellation of
this Agreement.

17. Notwithstanding any provision of this Agreement, if U.S. Department of Housing and
Urban Development (HUD) funds are used, including, but not limited to HOME funds, the
parties agree and acknowledge that this Agreement does not constitute a commitment of funds or
site approval, and that such commitment of funds or approval may occur only upon satisfactory
completion of an environmental review and receipt of a release of funds notice from the U.S.
Department of HUD under 24 CFR Part 58. The parties further agree that the provision of any
federal funds to the project is conditioned on the determination to proceed with, modify or cancel
the project based on the results of a subsequent environmental review. If no HUD funds are
utilized in regard to this property, this provision shall be considered null and void.

18. ENTIRE AGREEMENT. This Agreement integrates and supersedes all other agreements

and understandings of every character of the parties and comprises the entire agreement between

them. This Agreement may not be changed, except in writing signed by the parties. No waiver of

any rights or obligations hereunder shall be deemed to have occurred unless in writing signed by

the party against whom such waiver is asserted and no waiver shall be deemed a waiver of an

other or subsequent right or obligations. é"
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