EXHIBIT 4



Area Blight Photos
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EXHIBIT 6



Crosstown Project
Proposed Section 108 Principal Repayment Schedule

YEAR PRINCIPAL PAYMENT
1 $0

2 $0

3 $0

4 S0

5 $0

6 $0

7 $0

8 $ 261,500
9 $ 261,500
10 $ 261,500
11 $ 261,500
12 $ 261,500
13 $ 261,500
14 $ 261,500
15 $ 261,500
16 $ 261,500
17 $ 261,500
18 $ 261,500
19 $ 523,500
20 S 600,000

TOTAL $4,000,000
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T . E'! GEORGE M. LITTLE - Chief Administrative Officer

DIVISION OF HOUSING & COMMUNITY DEVELOPMENT
ROBERT LIPSCOMB - Director

Internal Audit

(@‘ A C WHARTON, JR. - Mayor

it ibtoprit bt it [ e it b e e e B S R A R

TENNESSEE

MEMORANDUM

FROM: Patrick Smith (%’

TO: Terrance Ham.mm:'xs' |

DATE: May 5, 2014

SSUBIECT: Applicability of Davis Bacon and related Labor Standards Acts pre-rehabilitation

activities at Sears Crosstown facility in Memphis.

The City of Memphis proposes to use $4 million in Section 108 Loan Guaranty Funds, $2 million from a
BEDI grant and $8.15 million in Qualified Energy Conservation Bonds (QECB) to assist with stabilizing the
1.5 million sf former Sears distribution facility so that it can be redeveloped for: Healthcare, Education,
and Commercial uses. The facility has been vacant for over twenty years and has served as a catalyst for
creating significant blight in the Crosstown area of our city. Estimates provide the $180+ million
redevelopment will create 1,300 new pre and post construction jobs with a $77 million impact on the
local economy.

Given the vital importance of this project to the City of Memphis, the city has worked closely with the
project development team to structure a financial package that will best serve the long-term viability of
the project and provide long-term benefits to the citizens of Memphis.

Therefore, the city has proposed the stabilization activities be undertaken under a separate contract(s)
from any construction activities. In accordance with HUD Handbook 1344.1 Rev 2, Appendix II-6.a.1
(attached) we believe the following uses will not trigger Davis Bacon compliance.

Section 108 Loan Funds $4,000,000 Design

BEDI Grant $2,000,000 Asbestos and Lead Abatement (demolition)

Qualified Energy Conservation Bonds  $8,150,000 Purchase of Windows, HVAC and other energy
efficient equipment :

Based on the City’s review of the applicable regulations we conclude that the above activities do not
trigger compliance with Davis Bacon and related Labor Standards Acts. Please forward a request for a
follow-up review from Deborah Conyers, Office of Labor Relations, HUD, Atlanta to determine her
concurrence with our conclusion.

Attachment

701 North Main Street « Memphis, Tennessee 38107-2311 « (901) 576-7430 » (901) 576-7422 - TDD



cc:

A C Wharton, Jr., Mayor, City of Memphis

George Little, CAO, City of Memphis

Maura Sullivan, Deputy CAQ, City of Memphis

Robert Lipscomb, Director, City of Memphis,

Division of Housing and Community Development

Brian Collins, Finance Director, City of Memphis

Mary Wilson, Director, HUD, Office of Community Planning and Development

John Baldwin, Senior Community Planning and Development Representative, HUD

Debbie Singleton, Administrator, City of Memphis, Policy, Planning, Design and Development



Appendix I1-6 P . Handbook 1344.1 Rev 2

Factors of Labor Standards Applicability

The labor standards provisions in HUD program statutes vary considerably meaning that
there are significant differences in whether and to what extent prevailing wage requirements are
applicable under these programs. This Appendix discusses some of the differences and
explains how the language is interpreted for applicability purposes. These sections refer to the

specific language in each statutory provision; see Appendix II-1 for the complete text of the
statutory provision. ‘

A. Housing snd Community Development Act of 1974, Section 110(a) (CDBG, Section
108 L.oan Guarantee, EDI/BEDI)

1. ...construction work financed...

CDBG funds (i.e., Title I funds) can be used to finance activities other than
“construction work” which uses do not trigger Davis-Bacon requirements. For
example, CDBG can finance real property acquisition, purchase of equipment,
architectural and engineering fees, other services (e.g., legal, accounting,
construction management), and other non-construction items such as furniture,
business licenses, real estate taxes, and tenant allowances for such items.

On the other hand, “financing” is not limited to the act of paying for construction
work directly. “Financing” can mean, for example, using CDBG assistance to pay
the interest charged to reduce the interest rate on a construction loan (including
certain collateral accounts). Generally, “financing” also means using CDBG funds
to provide permanent financing (take-out loan) following construction.

2. ..in whole or in part...

Notice tha'f the stafute seems to anticipate that CDBG funds may be used in
conjunction with other funding sources. If CDBG funds are used to finance only a

portion of the construction work, labor standards are applicable to the entire
construction work.

3. All laborers and mechanics employed by contractors and subconiractors...

The covered classes of workers are those employed by “contractors and
subcontractors.” Consequently, the labor standards provisions do not apply to
employees of the grantee (force account workers) who are not employed by
contractors or subcontractors but that may be engaged on an otherwise covered

project. Note that the construction work is covered but force account workers are
excludcd :

4. «..shall apply to the rehabilitation of residential property only if such property
contams not less than 8 units.

Appendix II-6 - 1 2/2012



Handbook 1344.1 Rev 2 : . Appendix II-6

This language represents an exemption for residential property that contains 7 or
less units. Although the statute refers to the “rehabilitation” of residential property,
this exemption has been interpreted to include the new construction of residential
property containing 7 or less units.

Typically, single-family homeowner properties are excluded under this exemption.
However; property is not limited to a specific building. Property is defined as one
or more buildings on an undivided lot or on contiguous lots or parcels, which are
commonly-owned and operated as one rental, cooperative or condominium project.
Examples of 8+ unit properties may include:

5 townhouse buil_d,it_tg‘s side-by-side which consist of 2 units each.
= 3 apartment buildings each consisting of 5 units and located on one tract of land.
= 8 single-family (not homeowner) houses located on contiguous lots.

Further, HUD has concluded that the term “rehabilitation” as used within the
statutory language is not meant to preclude new construction from this exemption.
The Conference Report on the HCD Act of 1974 indicated that at the time that the
statute was written, residential new construction was not an eligible activity.
However, subsequent changes to the statute now permit the use of CDBG funds
(and other Title T funds) for residential new construction. Accordingly, residential
new construction is treated in the same manner as residential rehabilitation for
Davis-Bacon purposes.

B. National Affordable Housing Act, Section 286(a) (HOME)

1. ...affordable housing with 12 or more units assisted with fuhds made available under
this subtitle... R

Unlike CDBG, the standard for coverage is assisted not financed — which provides for
much broader applicatiori. This means that Davis-Bacon requirement are operable
without regard to whether the HOME funds are used for construction or non-
construction activities. Non-constructions activities include real property acquisition,
architectural and engineering fees, and other professional services. In some cases,
Davis-Bacon requirements may be triggered when HOME funds are used to provide

downpayment assistance to individual homebuyers. (See also HUD Regulations at 24
CFR 92.354(a)(2).)

This also recognizes that HOME projects can contain units that are not assisted by
HOME. The threshold applies only to the number of units assisted by HOME. For unit
threshold purposes, HUD uses the number of units identified as “HOME” units under
the program definition-whether determined on a pro-rata basis, specific designation or
other mans allowable by HUD’s Office of Community Planning and Development
(CPD).

Appendix I1-6 - 2 ‘ 212012
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Note also that once Davis-Bacon requirements are triggered, the labor standards are
applicable to the construction of the entire project — including the portions of the project
other than the assisted units. '

2. Any contract for the construction of affordable housing wn‘h 12 or more units
assisted with funds

Davis-Bacon requirements are apphcable to contracts for construction covering 12 or
more HOME-assisted units. Davis-Bacon does not follow “construction work” or
“projects”. This factor has implications in two ways:

First, a HOME project with 12 or more assisted units that is constructed under multiple
contracts each containing less than 12 HOME units is not covered. (Note: HOME

regulations prohibit breaking a single project into multiple contracts for the purpose of
avoiding Davis-Bacon.)

Second, if multiple HOME projects each containing less than 12 assisted units are
grouped info acontract(s) for construction that covers a total of 12 or more assisted
units, the contract is covered.

3. Sweat Equity

HOME provzdu for a sweat eqmty program (see NAHA Section 255) which permits
members of an eligible family to provide labor in exchange for acquisition of property
for homeownership or to provide labor in lieu of, or as a supplement to, rent payments.
Such sweat equity pamclpants are exempt from Davis-Bacon prevailing wage
requirements.

C.  U.S.Housin Act f 1937, Section 12(a) (Public Housin
1. Any contract for loans, contributions, sale, or lease pursuant to this Act...

Prevailing wage requirements apply through provisions required in any contract for
loans, contributions, sale, or lease.... Generally, the “contract” referenced, here, relates
to the Annual Contributions Contract between HUD and the public housing agency.
This term (coritract) may also relate to an Agreement to Enter Into a Housing Assistance
Payments Contract (AHAP) or an Agreement to Enter Into a Project Rental Assistance
Contract (APRAC). These Agreements are executed for housing projects that will
receive Section 8 rental assistance.

Prevailing wagc applicability is not tied to a funding source nor to a specific use of any
funds. This means that Federal funding for the particular development or operations
work is not a prerequisite to Davis-Bacon or HUD-determine_d wage rate applicability.

2. ...(HUD-determined wage rates) shall be paid to all architects, technical engineers,
drafismen, and tecknicians employed in the development, and all maintenance
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laborers and mechamcs employed in the operation..., ...(Davis-Bacon wage rates)
shall be paid to all laborers and mechanics employed in the development...

Notice that, unlike other HUD labor standards provisions, the USHA makes no
distinction between laborers and mechanics employed by the agency and those
employed by contractors and subcontractors. This means that “force account” labor —
workers employed directly by the agency, whether on a full-time, part-time, permanent

or temporary basis - must receive the prevailing wages apphcable to the work they
petform.

3. ...(Davis-Bacon wagé rates) shall be paid...in the development of the project involved
(including a project with nine or more units assisted under Section 8 of this Act,
where the public housing agency or the Secretary and the builder or the sponsor enter
into an agreement for such use ...before construction or rehabilitation is
commenced)....

Notice, also, that the only applicability thresholds pertain to Section 8 projects: there
must be 9 or more Section 8-assisted units and there must be an agreement for the
Section 8 assistance before construction begins. These agreements are referred to as
AHAPs and/or APRACs. The 9 unit threshold refers to the number of units in the
project that are Section 8-assisted, not to the total number of units in the project. The
USHA contains no unit threshold for public housing.

While the USHA does not contain a dollar threshold, HUD observes the statutory
Davis-Bacon Act $2,000 threshold for development work and has implemented a
$2,000 threshold for maintenance contracts.

D. Native American Houging Assistance and Self-Determination Act of 1996, Section
104(b), (Indian Housing_ ) !

1. Any contract or agreemeist for assistance, sale, or lease pursuant to this Act...

Similar to the USHA (public housing), prevailing wage requirements apply through
provisions required in any contract or agreement for assistance, sale, or lease....
Prevailing wage applicability is not tied to a funding source nor to a specific use of any
funds. This means that Federal funding for the particular development or operations
work is not a prerequisite to:Davis-Bacon or HUD-determined wage rate applicability.

2. ...(HUD-determined wage rates) shall be paid to all architects, technical engineers,
drafismen, and technicians employed in the development, and all maintenance
laborers and mechanics employed in the operation..., ...(Davis-Bacon wage rates)
shall be paid to all laborers and mechanics employed in the development...

Again, NAHASDA mirrors the USHA in that it makes no distinction between laborers
and mechanics employed by the agency and those employed by contractors and
subcontractors. This means that “force account” labor — workers employed directly by
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the agency, whether on a full-time, part-time, permanent or temporary basis - must
receive the prevailing wages applicable to the work they perform.,

3. Threshold,

NAHASDA centains no dollar or number of units threshold. However, HUD observes
the statutory Davis-Bacon Act $2,000 threshold for development work and has
implemented a $2,000 threshold for maintenance contracts.

4. (HUD-determined and/or Davis-Bacon and wage provisions) shall not apply to any
contract ..., if such contract or agreement is otherwise covered by one or more laws
or regulations adopted by an Indian Tribe that requires the payment of not less than
prevailing wages, as determined by the Indian Tribe...

This provision allows for the preemption of Federally-determined (HUD-determined
and/or Davis-Bacon) wage rates where a Tribe has determined prevailing wage rates for
operations-and/or development work. Note that the tribal determination must be of rates
that “pre\.ralil”l -and the tribal law or regulation must be applicable to the work in
question. (See also ONAP Program Guidance 2003-04, dated 2/4/2003.)

5. Sweat Equity.

HUD has concluded that, consistent with a provision in the USHA (predecessor to
NAHASDA), family members providing sweat equity labor for construction or
rehabilitation of a home assisted under NAHASDA are excluded from prevailing wage
(HUD-determined and/or Davis-Bacon) coverage. Sweaf equify means members of an
eligible family may contribute labor toward the development of a homeownership
project. These sweat equity participants are not covered by prevailing wage
requirements. . (See also, ONAP Program Guidance 2003-03, dated 2/4/2003.)

E. i sistance fo i iigr itle VIIT of NAHASDA), S

1. Any contract or agieement for assistance, sale, or lease pursuant to this Act...

Similar to the USHA (public housing), prevailing wage requirements apply through
provisions required in any contract or agreement for assistance, sale, or lease....
Prevailing wage applicability is not tied to a funding source nor to a specific use of any

' HUD has not defined “prevailing” for the purposes of tribally-determined wage rates. HUD, also, has not prescribed
policies or procedures for the administration or enforcement of such tribal rates. HUD defers to each Tribe to establish
the definitions, parameters and methodology for the determination, administration and enforcement of tribally-
determined prevailing wage rates. -
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funds. This means that Federal funding for the pa.rticulax" devélopinent or operations
work is not a prerequisite to Davis-Bacon or HUD-determined wage rate applicability.

2. ...(HUD-determined wage rates) shall be paid to all architects, technical engineers,
drafismen, and technicians employed in the development, and ell maintenance
laborers and mechanics employed in the operation..., ...(Davis-Bacon wage rates)
shall be paid to all laborers and mechanics employed in the development...

Again, NAHASDA mirrors the USHA in that it makes no distinction between laborers
and mechanics employed by the agency and those employed by contractors and
subcontractors. This means that “force account™ labor — workers employed directly by
the agency, whether on a full-time, part-time, permanent or temporary basis - must
receive the prevailing wages applicable to the work they perform.

3. Threshold.

NAHASDA contains nd dollar or number of units threshold, However, HUD observes
the statutory Davis-Bacon Act $2,000 threshold for development work and has
implemented a $2,000 threshold for maintenance contracts.

4. Sweot Equity.

HUD has concluded that, consistent with a provision in the USHA (predecessor to
NAHASDA), family members providing sweat equity labor for construction or
rehabilitation of a home assisted under NAHASDA are excluded from prevailing wage
(HUD-determined and/or Davis-Bacon) coverage. Swear equity means members of an
eligible family may contribute labor toward the development of a homeownership
project. These sweat equity participants are not covered by prevailing wage
requirements. (See also, ONAP Program Guidance 2003-03, dated 2/4/2003.)

Appendix [1-6 - 6 2/2012



Page 1 of 1

Singleton, Debbie

From: Hammons, Terrance

Sent:  Thursday, May 08, 2014 11:38 AM
To: Singleton, Debbie

Cc: Smith, Patrick

Subject: FW: Cross Town Project

From: Conyers, Deborah A [mailto:Deborah.A.Conyers@hud.gov]
Sent: Thursday, May 08, 2014 10:48 AM

To: Hammons, Terrance

Cc: Merrell, Dondra J

Subject: RE: Cross Town Project

Hi Terrance,

I'have read the letter & attachments...from what has been written | see no CDBG or HOME funds that will trigger
Davis Bacon wages rates.. HOWEVER...keep in mind that IF BY CHANCE ...CDBG or HOME funds become involve
this will trigger Davis Bacon wage rates from the beginning of the project.

-..just want to make sure you & all parties understand this.

From: Terrance.Hammons@memphistn.gov [mailto: Terrance.Hammons@memphistn.gov]
Sent: Wednesday, May 07, 2014 5:44 PM

To: Conyers, Deborah A

Subject: FW: Cross Town Project

Deborah-

Please find attached a copy of the memo from Patrick Smith, HCD Internal Auditor, regarding the proposed uses
of the BEDI Grants, Section 108 and Qualified Energy Conservation Bond funding allocated for the Sears
Crosstown Redevelopment Project. Based on the City’s compliance review, in conjunction with the assistance of
the National Development Council, it has been determined that these funds would be used for non-construction
activities only. More particularly, the funds would be used for soft costs, environmental remediation and the
purchase of equipment excluding any installation costs.

As a further safeguard, the City has requested that your office provide a follow up review of the proposed
activities.

Please advise.

Thanks,

From: Smith, Patrick

Sent: Wednesday, May 07, 2014 4:35 PM
To: Hammons, Terrance

Subject: Cross Town Project

Terrance please see attached document and proceed accordingly.

Thanks in advance.

7/11/2014
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Singleton, Debbie

From: Hammons, Terrance

Sent:  Thursday, July 03, 2014 10:30 AM
To: Singleton, Debbie

Cc: Smith, Patrick

Subject: FW: Cross Town Project

Debbie

Yes, a copy of the letter was sent to Debra Conyers(see attachment) Wednesday, May 7. Her response was on
May 8.....from Debra- | have read the letter & attachments...from what has been written | see no CDBG or
HOME funds that will trigger Davis Bacon wages rates...HOWEVER...keep in mind that IF BY CHANCE ...CDBG or
HOME funds become involve this will trigger Davis Bacon wage rates from the beginning of the project.

...just want to make sure you & all parties understand this.

From: Hammons, Terrance

Sent: Wednesday, May 07, 2014 4:43 PM
To: Deborah.A.Conyers@hud.gov
Subject: FW: Cross Town Project

Deborah-

Please find attached a copy of the memo from Patrick Smith, HCD Internal Auditor, regarding the proposed uses
of the BEDI Grants, Section 108 and Qualified Energy Conservation Bond funding allocated for the Sears
Crosstown Redevelopment Project. Based on the City’s compliance review, in conjunction with the assistance of
the National Development Council, it has been determined that these funds would be used for non-construction
activities only. More particularly, the funds would be used for soft costs, environmental remediation and the
purchase of equipment excluding any installation costs.

As a further safeguard, the City has requested that your office provide a follow up review of the proposed
activities.

Please advise.

Thanks.

From: Smith, Patrick

Sent: Wednesday, May 07, 2014 4:35 PM
To: Hammons, Terrance

Subject: Cross Town Project

Terrance please see attached document and proceed accordingly.

Thanks in advance.

7/11/2014
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One Time Project Impact

Investment

Real Property
Perscnal Property

Total Investment

Job Impact & Wages

Construction Jobs
Construction Wages

Induced short-term Jobs
Induced short-term Wages

Sales Tax

Construction Sales Tax (State level)

4 5

$

130,000,000

40,000,000

170,000,000

997
50,100,000

884
39,500,000

2,900,000

Annual Economic Impact

Job Impact & Wages

Direct - Relocations
Direct - Net New
Direct Total:
Wages from Net New Employment

Indirect Total:
Wages from Indirect Employment

Sales Tax

Net Sales Tax Revenues

Consumer Spending

Additional Residential and Employment

440
877
1,317
$ 36,900,000
619
$ 21,500,000
$ 1,500,000
$  7.600,000

[TOTAL ECONOMIC IMPACT

$330,000,000 |




