Board of Directors
Ward 1 — Steve Tyler
Mayor — Sandy Sanders Ward 2 — Andre’ Good
Ward 3 — Don Hutchings
City Administrator — Ray Gosack Ward 4 — George Catsavis
At Large Position 5 — Pam Weber
City Clerk — Sherri Gard At Large Position 6 — Kevin Settle
At Large Position 7 — Philip H. Merry Jr.

AGENDA

Fort Smith Board of Directors
Study Session

September 25, 2012 ~ 12:00 Noon
Fort Smith Public Library Community Room
3201 Rogers Avenue

Present proposed five-year CIP for Streets, Bridges and Drainage and the 2013
Sidewalk Program

Discussion regarding the $150,000 HOME Program Loan for Koller Place
Addition Project

Review proposed amendments to the 2009 Unified Development Ordinance
(UDO) (Land Use Chart — Industrial Zoning Districts)

Update on Year 2013 Budget

Review preliminary agenda for the October 2, 2012 regular meeting




MEMORANDUM
To: Ray Gosack, City Administrator
From: Stan Snodgrass, P.E., Director of Engineering

Subject: Five Year Capital Improvement Program (2013-2017)
Streets, Bridges and Drainage Sales Tax Funds
and the 2013 Sidewalk Program

Date: September 20, 2012

Attached is a summary of the 5-Year Capital Improvement Program for the street, bridge and
drainage sales tax funds and the 2013 Sidewalk Program. This is transmitted for review and
discussion with the Board of Directors at next week’s study session prior to submittal to the
Board for approval. The funding for the streets, bridges and drainage program is provided by
the one-cent sales tax. Funding for the sidewalk program is generated from building permit
assessment fees. Determination of projects is based on numerous factors including citizen input,
interdepartmental requests, pavement rating of streets, rating of sidewalks and input from the
Board of Directors.

The proposed program includes a combination of neighborhood street improvements, major
street projects, local and basin wide drainage improvements, traffic signals and sidewalk
improvements. The program totals $37 million for the year 2013 and $135 million for the five
year period from 2013 to 2017. The five year plan supports the Board’s goals of neighborhood
vitality, riverfront development, jobs creation and beautification.

The attached spreadsheet outlines the anticipated revenues and expenditures for the various
projects. A narrative description, project lists and exhibits for some of the projects shown on the

spreadsheet are also included.

Enclosure

The City of Fort Smith Arkansas
Engineering Department
623 Garrison Avenue ¢ P.O.Box 1908
Fort Smith, Arkansas 72902
Phone: 479-784-2225 < Fax: 479-784-2245
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Five Year Capital Improvement Program (2013-2017)
Streets, Bridges and Drainage Sales Tax Funds
and 2013 Sidewalk Program

Descriptions of Selected Projects
September 19, 2012

1. Street Overlays and Reconstruction. The proposed 2013 projects are shown on the
attached list and exhibits. The total length of streets to be improved is approximately 7.3 miles.
The estimated cost for the 2013 street overlays and reconstruction projects is $6.2 million. The
total cost shown in 2013 is $9.3 million which includes $3.1 million in ongoing construction for
the 2012 projects. (See pages 5-8)

2. Neighborhood Drainage Improvements. The projects identified in the 2013 drainage
program include neighborhood drainage improvements in the arcas shown on the attached list
and exhibits. The total estimated cost for this work is $2.4 million and includes 8 different
locations. The majority of these projects are associated with structure flooding. The total cost
shown for the neighborhood drainage projects in 2013 is $8.9 million which includes $6.5
million of remaining work for the 2012 drainage projects. (See pages 9-11)

3. Town Branch - Carnall Drainage. This project is associated with the flooding that occurs
in the downtown area and areas just north of downtown. The Town Branch area is a subbasin to
the May Branch watershed. The $2.0 million split between 2013 and 2014 is for improving the
upstream outfall beginning at the South G Street/Towson intersection and extending to the west.
This outfall is currently restricted which is contributing to the flooding in the downstream areas.
(See page 12)

4. May Branch Outfall Culvert Replacement. The May Branch outfall culvert is a 12 foot
diameter culvert that was constructed approximately 100 years ago. It serves as the outlet for the
May Branch drainage basin. The culvert is severely deteriorated and in need of replacement.
This project includes replacement of approximately 1300 feet of the culvert. Construction plans
have been completed and the project is currently being advertised for construction bids. This
section of culvert will still be required in association with the future May Branch drainage
project. (See page 13)




CIP Project Descriptions
September 19, 2012

5. North B Street Truck Route. This project is the modification of North B Street from 5t
Street west to Riverfront Drive to accommodate two way truck traffic. This is in lieu of the
current one way split that exists along this section of North A and B Streets. The project is based
on the concept of closing a section of North A Street between North 1% and 2" Streets to add
more green space and allow for construction of a splash pad. The total estimated cost of $1.9
million includes $1.2 million for intersection and radius improvements at North 5™ and B Streets
plus an additional $700,000 to improve the remaining sections of North A Street which would be
removed from the truck route. This cost does not include any property or right of way
acquisition costs, but does include demolition of the building at the southwest corner of North 5t
and B Streets. This street work is being designed in 2013 with construction scheduled for 2014.
(See page 14)

6. Intersection and Signal Improvements. This project includes replacement of the traffic
signals at the intersections of North 10" Street with both North “A” and “B” Streets. Also
included with this item is the proposed construction of a new traffic signal at the intersection of
Zero Street with Ben Geren Park which will serve the traffic associated with the new water park.

(See page 15)

7. Spradling Avenue Extension at Riverfront Drive. This project includes the new
construction of Spradling Avenue eastward from Riverfront Drive. The project is being designed
in two phases. Phase 1 will serve the proposed ball fields on the City’s 51 acre tract. Phase 2
will extend the street further east and tie to the existing Spradling Avenue at North 23" Street.
(See page 16)

8. Jenny Lind Road - Zero to Cavanaugh Road. This project includes improvements to Jenny
Lind Road between Zero and Cavanaugh Road. It also includes improvements to Ingersoll
Avenue from U.S. Hwy 271 to Jenny Lind and the extension of Ingersoll Avenue from Jenny
Lind to U.S. Highway 71B. Plans are generally complete and the appraisal and right of way
acquisition process is ongoing. Approximately 55 tracts of properties are affected. Thirteen
tracts have been acquired, eight have offers that have been submitted, twenty one have appraisals
that are under review by the AHTD, eleven have appraisals that have not been finalized and there
are two that we are seeking donations on. Construction is expected to begin in late 2013.
Federal funding in the amount of $7.2 million will benefit this project. (See page 17)

9. Dallas Street — Massard Road to 91% Street. This project includes removal and
replacement of the severely cracked sections of concrete pavement and then diamond grinding of
the street surface to improve the smoothness. This $300,000 project is estimated to extend the
life of the street several years. (See page 18)




CIP Project Descriptions
September 19, 2012

10. May Branch Drainage Project. This project is to reduce flooding along May Branch from
the Arkansas River to Park Avenue. It consists of constructing a drainage channel to replace the
existing deteriorated and hydraulically inadequate concrete pipe. The project is currently being
designed by the Corps of Engineers. The City continues to lobby for federal funding to assist
with the project as the total cost is in excess of $30 million. The Corps of Engineers have
indicated that the most downstream section of the project (from approximately N. 7™ Street to
the river) can be constructed entirely with City funds with an agreement that the City’s cost
would be credited towards the future cost sharing on the project when federal funds become
available. The Corps of Engineers is preparing an agreement that will allow this to occur. The
anticipated construction will follow preparation of final plans, right of way acquisition and utility
relocations. Construction of the lower section will reduce flooding for both the lower May
Branch area and the Town Branch sub basin. (See page 12)

11. Levee Certification and Repair. This project includes items associated with flood
protection and the levee certification evaluation in accordance with federal design criteria. Work
is ongoing to repair the washed out section of the Rice Carden levee, replace and repair the
floodwall, construct street closure devices and repair of the outlet culverts. The construction
contract for the pump station repairs is scheduled for advertisement early next year. (See page
19)

12. Streetscape — Garrison Avenue and Towson Avenue. This project includes the ongoing
Garrison Avenue Streetscape along both sides from 9™ Street to 13™ Street which is scheduled
for completion later this fall. It also includes another project that will provide streetscaping
along Towson Avenue south of Garrison Avenue and replacement of the traffic signal at Rogers
Avenue and Towson Avenue. Federal grants in the amount of $270,000 will benefit this project.
Anticipated construction of the Towson project is in 2013 and this first phase would extend to
South “A” Street. (See page 20)

14. Aerial Mapping. This project consists of aerial survey and photogrammetry services for the
city limits of Fort Smith and the extra territorial jurisdictional area south of the city, comprising a
total area of 90 square miles. The project includes performing aerial photography, providing
topographic maps, digital photos, and other related tasks. The current aerial mapping of the city
was performed in 2003. This project will provide current aerial mapping data that will be
utilized extensively on street and drainage projects.




CIP Project Descriptions
September 19, 2012

16. Sidewalk Program. The 2013 sidewalk program includes repairing the sidewalks in the
locations shown on the attached exhibit. (See page 21)

17. FCRA Development. This item includes the construction of a new street to serve the
McClure Amphitheater and an extension of Flagstone Road to serve the Old Dominion freight
line terminal. Both of these projects are being cost shared equally with the Fort Chaffee
Redevelopment Authority. This item also includes construction of a 500 foot new street section
on the west side of Fire Station #11. (See page 22)

18. FSHA — Street and Drainage. This item includes assistance for the street and drainage
construction associated with two Fort Smith Housing Authority residential developments. One
project is located at the old Bailey Hill Reservoir site and the other is southwest of the current
Northpointe housing development.




2013 CAPITAL IMPROVEMENTS PROGRAM
STREET OVERLAYS/RECONSTRUCTION

STREET FROM TO LENGTH COST

FREE FERRY LN. ALBERT PIKE AVE. END OF ROAD 591 $92,196.00
ROGERS AVE. 4TH ST. 14TH ST. 3408 $1,122,368.00
10TH ST. CARNALL AVE. ROGERS AVE. 348 $60,320.00
ROOSEVELT RD. VICTORY CR. CHURCHILL DR. 3230 $492,180.00
NORTH J ST. 44TH ST. 50TH ST. 2016 $209,664.00
NORTH M ST. 44TH ST. 50TH ST. 1900 $206,960.00
47TH ST. GRAND AVE. NORTH L ST. 1315 $136,760.00
57TH ST. END OF ROAD PARK ST. 608 $94,848.00
HARPER DR. BALL RD. ST HWY. 45 1052 $230,972.44
BALL RD. PLANTERS RD. HARPER DR.. 2770 $608,168.89
ALLEN LN. 6TH ST. REED LN. 1438 $132,935.11
PRYOR AVE. 35TH ST. 36TH ST. 362 $37,648.00
35TH ST. KELLEY HWY. BIRNIE AVE. 666 $61,568.00
36TH ST. KELLEY HWY. BIRNIE AVE. 666 $61,568.00
SEMINOLE CR. CLIFF DR. END OF ROAD 608 $94,848.00
14TH ST. US HWY. 71 VICKSBURG ST. 1381 $303,206.22
VICKSBURG ST. TOWSON AVE. 14TH ST. 650 $142,711.11
XAVIER CR. 14TH ST. END OF ROAD 190 $41,715.56
33RD ST. LINDEN ST. WILLOW ST. 881 $101,804.44
LINDEN ST. 33RD ST. MUSSETT RD. 312 $32,448.00
CAVANAUGH RD. US HWY. 271 JENNY LIND RD. 2831 $384,788.44
TAYLOR AVE. WARD AVE. TERRY ST. 1535 $301,542.22
50TH ST. KELLEY HWY. WIRSING AVE. 988 $114,168.89
NORTH R ST. 13TH ST. 14TH ST. 351 $40,560.00
6TH ST. REED LN. HARRIET LN. 2417 $335,157.33
KNOXVILLE ST. TOWSON AVE. END OF ROAD 895 $93,080.00
39TH ST. KELLEY HWY. BIRNIE AVE. 667 $69,368.00
37TH ST. JOHNSON ST. YOUNG ST. 350 $24,266.67
38TH ST. JOHNSON ST. YOUNG ST. 329 $28,513.33
YOUNG ST. END OF ROAD END OF ROAD 1032 $107,328.00
10TH ST. SOUTH D ST. SOUTH A ST. 1051 $182,173.33
DIVISION ST. EDWARDS ST. CHURCHHILL RD. 1675 $274,444.44

38603

TOTAL FOR 2013 STREET OVERLAYS/RECONSTRUCTION PROGRAM

BALANCE OF 2012 PROJECTS CURRENTLY UNDERCONSTRUCTION

Page 5

TOTAL

$6,220,280.44

$3,090,248.00

$9,310,528.44
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2013 Neighborhood Drainage Projects

Project

Knoxuville Street & Cliff Drive Area

This project will replace an undersized earthen channel and undersized storm
drains with a concrete box storm drain. Two houses are experiencing flooding
in this area, severe street and yard flooding are occurring, and the existing
system is difficult to maintain (see page 11).

3300 Block of Kinross Drive

This project will add inlets and a storm drain to intercept runoff from the
hillside. One house is experiencing flooding in this area, and severe street and
yard flooding are also occurring (see page 11).

200 Block of North 57th Street

This project will add inlets and a storm drain to intercept runoff from the
hillside, and it will complete a previous drainage project. Two houses are
experiencing flooding in this area, and severe street flooding is also occurring
(see page 11).

5800 & 5900 Blocks of Gordon Lane

This project will replace an undersized earthen channel and driveway culverts
with a storm drain and concrete swales. Two houses are experiencing flooding
in this area, and severe street and yard flooding are occurring. Erosion has also

become a problem in some of the yards and the earthen channel (see page 11).

South 66th Street and South 67th Lane Area

This project will replace an undersized storm drain, earthen channel, and
concrete channel with a concrete box storm drain and concrete channels.
Three houses are experiencing flooding in this area, and severe yard flooding is
also occurring (see page 11).

1500 Block of South 40th Street

This project will replace a concrete channel and add earthen channels and
storm drains to intercept and carry runoff. Two houses and an apartment
complex are flooding in this area, and severe yard flooding is also occurring
(see page 11).

Page 9

Estimated Cost

750,000

70,000

150,000

320,000

550,000

360,000



3100 Block of South 100th Street S 140,000
This project will replace an undersized earthen channel and storm drain. One

house is flooding in this area, and severe yard flooding is also occurring (see

page 11).

3100 Block of South 106th Street S 30,000
This project will add a concrete channel to intercept runoff from the adjacent

properties. One house is flooding in this area, and severe yard flooding is also

occurring (see page 11).

Total $ 2,370,000

Page 10
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Memo

To: Ray Gosack, City Administrator

From: Matt Jennings, Director of Community Development
CC: U. C. Washington, Lend A Hand & Buddy Coleman, Aaron’s Inc.

Date: 9/19/2012
Re: Koller Place HOME Program Loan

Background

During the 1998 CDBG and HOME funding cycle, Lend A Hand, Inc. and their development partner, Aarons, Inc.
proposed a project to the Community Development Advisory Committee (CDAC) which was recommended for
approval to the City Board of Directors and subsequently approved by Resolution R-83-98. The project was to
construct 23 affordable housing units in a new subdivision which was named Koller Place Addition and the street
name of Koller Avenue. At that time, Lend A Hand, a certified Community Housing Development Organization
(CHDO) proposed and the City Board approved the loan of $150,000.00 with 1% interest to be repaid in ten (10)
years. That agreement was executed on November 16, 1998 and is attached as Attachment “A”.

On March 1, 1998, Lend A Hand, Inc., and Aaron’s, Inc. formed a partnership named Barlee Properties Il Limited
(Barlee) partnership for the purpose of engaging in the development and operation of commercial enterprises
including housing projects and specifically including 23 single family dwelling units located in Fort Smith (See
Attachment “B”).

The Koller Place property ownership was acquired on May 18, 1998. By September, 1998 the construction of
Koller Place structures were under way. Three of the planned twenty-three (23) home were identified to be
built with the City of Fort Smith HOME funds. Following the construction of the three homes, title to the three
lots were deed restricted for low income housing to recognize the investment of public funds in the properties. A
HOME program restrictive covenant was executed by the managing partner of Barlee on February 19, 1999 and
recorded at the courthouse on the same date.

On December 28, 1999, Lend A Hand paid with check number 1474 the amount of $1,500.00 as the one percent
interest payment regarding the Koller Place Project. While LAH officials believe another payment of $1,500.00 in
interest was made in 2000, no records can be found of the payment.
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City Administrator Ray Gosack
September 17, 2012

In December 2002, the managing general partner of Barlee acknowledged the Fort Smith HOME loan, including
its interest obligation by making a request on December 5, 2002, to the City of Fort Smith for a deferral of the
interest loan on the purported basis of inability of the rental units to charge sufficient rent to pay the obligations
of the project. The city staff responded noting its interest in those units which were constructed, in whole or
part with City of Fort Smith HOME funds. No agreement was reached; however Barlee did not cause the annual
interest payments to be made. The city staff noted, to the certified public accountant conducting an audit of
LAH activities in 2003, that the $150,000.00 continued in effect with its principal balance of $150,000.00 and that
one percent (1%) annual payments had not been received by Fort Smith since the year 2000.

At some point during the ensuing years, the documents were placed in a file folder box and stored in the
basement at city offices. A flood occurred and the documents were apparently destroyed and removed by
community service workers. The community development staff began to search for the files, which contained
the agreement but were unable to find them and as such could not take action to resolve this matter.

Recent Actions

In July, 2011, | received a copy of the agreement between the City and LAH from the attorney representing
Barlee and at that point froze all funding to LAH until arrangements could be made to repay the loan. At this
point, the LAH officials requested that the loan be forgiven since they have no resources to repay the loan. The
partnership was the structure where the interest payments and the loan were to be repaid.

At that point, | met with the City Attorney and discussed the matter with him and the city requested the financial
statements of the partnership so we could understand the structure of the project and determine its ability to
pay back the loan. Neither the city nor LAH was able to obtain these financial documents even to this day. Once
LAH provided the city with a plan on hiring an attorney and unraveling all of the issues, we “unfroze” the funding
and allowed them to continue with any open agreements with the city’s HOME funds. Additionally, an attempt
was made to have LAH sign over their interest so the city could pursue the repayment of the loan proceeds,
however all partners had to agree to the assignment and Aaron’s, Inc. would not agree.

| have contacted the Department of Housing and Urban Development’s Little Rock Field Office to determine if
one of the options would be to completely forgive the loan. The field office also contacted HUD headquarters
and they have reviewed the agreements, deed restrictions plus information inputted into the computer system
and was informed that there is a low probability that the $150,000.00 could be forgiven unless the city itself pays
the money back to the HOME Investment Trust fund.

As you are aware, we met with the general managing partner for the Koller Place project on September 12, 2012
trying to reach a solution. The partner indicated that he believes it is only an obligation of LAH and does not
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City Administrator Ray Gosack
September 17, 2012

intend to repay the loan. The city attorney has opined that there are contract and equitable principles that
indicate otherwise.

Another possibility exists and that is to take a reduction in the next HOME grant funds, however that will reduce
homebuyer assistance to the low to moderate income Fort Smith citizens that will not receive homebuyer
assistance. If the loan repayment were to occur, the funds would be placed in the downpayment assistance
program and could serve approximately 30 homebuyers. Moreover, taking a reduction in HOME funds would
result in an inability to serve 30 homebuyers for that program year.

It is very unfortunate that we have been unable to work out a satisfactory solution. Legal time limitations dictate
immediate action.

Other Lend A Hand Projects

Currently, LAH has two open projects with the city which includes an agreement from Program Year 2010 to
build 3 single family homes to be sold to income eligible homebuyers. This work is in the very early stages and
the lots have not been purchased for construction as of the date of this memo.

The second project is the agreement to develop the Fisher’'s Way proposed subdivision at Chaffee Crossing as a
mixed income affordable housing project. The project is in the early development stage with engineering
drainage studies and preliminary subdivision layout being completed. At this point, LAH has spent $62,211.49 in
CDBG funds from various program years. The city will be requesting the developer’s agreement and other
funding commitments prior to December 31, 2012 to amend the agreement since the original developer
agreement is being dissolved. This places LAH and the City in a precarious position if this project cannot move
forward especially considering the current state of the housing market and the $62,211.49 in CDBG funds may
have to be repaid.

Other Community Development Loans

As of the month of August the department has $740,715.25 in outstanding CDBG loans to our low to moderate
income Fort Smith citizens and $74,844.56 in outstanding HOME loans. Of those 65 are performing and 31 are
nonperforming. We are working with the city attorney’s office with the nonperforming loans and the ones that
have been foreclosed on by the principal mortgagor. While it is not our desire, we may find ourselves in the
position of foreclosure on some of these loans in the near future.
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City Administrator Ray Gosack
September 17, 2012

Options

1) Forgive the loan

A)  Request that the Department of HUD allow the city to take a reduction in the next allocation of
HOMIE funding for Program Year 2013.

Pros: a solution to the loan issue in a relatively painless manner for LAH and the general
partner

Cons: reduces the amount of low to moderate income homebuyers to serve both by the
reduction and the nonpayment of the loan. Others in the city program’s loan portfolio may
request for forgiveness as would be given to the developer. Public perception of forgiving the
repayment of public funds for a private entity’s profit.

B) Repay the loan strictly from non federal city sources.

2) File a la

Pros: this solution would be the most expedient way to resolve the issue for LAH and the
general partner

Cons: the Fort Smith citizens shouldn’t be expected to pick up the tab on something that was
proposed by the partnership voluntarily. Again others may request loan forgiveness in the city’s
extensive Community Development loan portfolio. Public perception of forgiving the
repayment of public funds for a private entity’s profit.

wsuit prior to the expiration of the statute of limitations to recover the $150,000.00 loan

proceeds and $7,500 in interest that are within the statute of limitations.

Pros: The City and LAH will be able to compel the general partner to prove there is no equity
available to pay the funds back.

Cons: a lengthy process that will be costly and possibly prevent LAH from carrying forward
future projects. LAH will be a party to the suit.

Because the contractor has not performed according to the agreement, | am recommending that the City use
Option 2 and administratively request the City Attorney to file the lawsuit to bring this issue to some sort of

resolution given

that others in the Community Development loan portfolio may request that loans be forgiven

and could result in the city paying back those funds as well.
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ATTACHMENT “A”

AGREERENT

1, dine Goss |, Executive Director of the Lend-A-Hand, I, enter into the follovwing agreement with the City of Fart
Sruth, adnunistrater of the HOME funds, for the construction of twenty three {23) units of housing

The purpose of this agreement is to ensure that HOME funds are used in accordance with all prograr: requirements
set forth in 24 CFR, Part 92, which is the regulatory decumeat for the HOME Investment Pactnership Program.

Honceforth, the Lend-A-Hand, Inc. witl be referred to as the Eptity, and tho City of Fort Smith as the City.

Below are the terims of the agreemont agreed to and evidenced by signatures to this contract

2

This agreement remains in ellect for the duration of the affordability requirements of the program
ar project for which HOME funds are expended, and during acy peried in which the Entidy has
control ever HOME funds

The Eatity ageees Lo submit i writing i its application for HOME funds: a) description of the use
of HOME funds, ) tasks to be performed, a schedule for completing the tasks and a budget in
sufticient dutall for the City to provide a sonnd basis for the release sud moenttoring of the HOME
funds,

Proposed operatig budgets must be approved by the City. Construction plans, specifications,
proposed improvement and cost estimates inust also be reviewed by the City for all projects.

The Entity agrees to comply with the affordability sequirements of Sections 92.252 and 92,254
of 24 CFR, Part 92 of the HOME Regulations.

Projeet Cost Length of Lien
~&15,000.00 5 years
$15,000.00 - $40,000.00 10 vears
=$40,000.00 L% vears
FHA loan Leagth of loan

The Entity will pay 1% interest annually to the City with the entire 130,000 being paid back at
tie end of 10 vears,

The Entity must comply with uniform administrative requirements as follows

Nonprofit Qrganizations. The Entity will comply with policics, guidelines, and reguirements
of OMB Circular A-172 (Cost principles Applicable to Grants, Contracts and Othes
Apreemnents with Mooprofit Institutions), OMB Circular A-110, "Uniform Administrstive
RéQIlirﬂttlt!lltS For Grants and Aprecnents with Tnstitutions of Higher Education. Hospitals,
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and Other Non-Profit Organizations,” and audit requirenients at 24 CFR Part 44 and OMB
Circular A-133 (Audits of Institutions of Higher Leaming and Other Nonprofit Institutions).

7. The Entity agrees that it will comply with the per unit HOME subsidy amount required by HUD and
further defined in 24 CFR 92, Section 92 250

8, The Entity agrces that it will comply with the Housing Quality Standards and that it will comply with
local codes, rehab standards, zoning ordinances, cost-efective energy conservation and effectiveness
standards (24 CFR Parl 39).

9. “[hie Entity also agroes to carry out each activity in compliance with all federal laws and regulations
as follows:

A

.

“This Entity will comiply with the requirements of the Flood Disaster Protection Act of 1973
(42 U.S.C. 4001.4128) and the Coastal Barnor Resources Act {16 U.S.C. 33601

The Lntity will comply with the provisions of the National Fnviconmental Policy Act of 1969
(NEPA) (42 U §.C. 4321), and apphicable refated environmental anthorities al 24 CFR Part
504 and HUD's implementing regulations at 24 CFR Part 50.

‘The Entity will comply with the requuciuents of the Fair Housing Act (42 U.5.C. 3601-19)
and implementing regulations at 24 CFR Pait {00, Part 109, and Part 100; Executive Order
11063 (Equal Opportunity in Housing) and inplementing regulations at 24 CFR Part 107,
and Title V1 of the Civil Rights Act of 1964 (42 U.S.C. 20004d) (Nondiscrimination in
Federally Assisted Programs) and implomenting regulations issued at 24 CFR Part 1, and with
affirmatively further fair housing.

The Eutity will comply with the Ape Diserimination Act of 1975 (42 U.S.C. 06101-07) and
implementing regulations of 24 CFR Part 146, which prohibit diserimination because of aje
in programs and activities receiving Federal financial assistance.

The Entity will comply with Section 504 of the Rehabilitalion Act of 1973 (20 U.S.C. 784),
as amended, and with implementing regulations at 24 CFR Part 8, which prohibit
discrimination based on disability in federally nssisted and sonducted programs and activitics.

The Entity will comply with Section 3 of the Housing and Urban Developntent Act of 1968
(12 U.S.C. 1701w) (Ermployment Opportunitivs for Lower Income Persons in Connection With
Assisted Projects). and with implementing regulations at 24 CFR 135,

The Entity will comply wilh the requirements of Bxecutive Qrder 11246 (Equal Employment
Opportunity) and the regulations issued under the Ordar at 41 CFR Chapter 60.

The Entity will comply with Execnlive Ocders 11625, 12432, and 12138, which state that
program participant will take affirmative action to enconrage participation by minority and
wotnen owned business enterprises

D Wy Files\chdo agresment wpd
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L The Entity will comply with policies, guidelines, and requirements of OMB Circular Numbers
A-122 (Costprinciples Applicableto Grants, Contracts and Other Agreements with Nonprofit
Institutions), and audit requirements at 24 CFR Part 44 and OMB Circular A-133 (Audits of
Institutions of Higher Leaming and Other Nonprofit Institutions).

1. The Entity will provide drug-free workplaces in accordance with the Drug-Free Workplace
Act of 1988 and HUD's implementing regulations at 24 CFR Part 24, Subpart F.

K. The Entity will comply with the requirements of the Lead-Based Poisoning
Prevention Act (42 U.S.C. 4312, et.seg.) and implementing regulations at 24 CFR
Part 35,

L. The Entity will ensure that no person has been or will be displaced from his or her
dwelling as a2 direct result of HOME Program Assistance described in this
application. This does not preclude termination of tenancy for violation of the terms
of occupancy as a unit.

M. The Entity will ensure that no federally appropriated funds have been paid or will be
paid, by or on behalf of the undersigned, for lobbying the Executive or Legislative
Branches of the Federal Government. (Refer to the govemment wide common rule
governing the restrictions of lobbying, published as an interim rule on February 26,
1990 (55 FR 6736) and supplemented by a Notice published Fune 15, 1990 (55 FR
24540). For HUD, this rule is found at 24 CFR Part 87.

N, The Lend-A-Hand, Ipc. and its principals (a) are not presently debarred, suspended,
proposed for debarment, declared ineligible, or involuntarily excluded from covered
transactions (see 24 CFR 24.110) by any Federal department or agency; (b) have not
within a three-year period preceding this application been convicted of or had a civil
judgement rendered against them for commission of embezzlement, theft, forgery,
bribery, falsification or destruction of records, making false statements or receiving
stolen property; are not presently indicted for or otherwise criminally or civilly
charged by a governmental entity (Federal, State or local) with commission of any of
the offenses numerated in (b) of this certification; and (d) have not within a three-year
period preceding this application had one or more public transactions (Federal, State
or local) terminated for cause or default, Where the entity is unable to certify to any
other statements in this certification, such entities will attach an explanation behind
this page.

o The Entity will comply with State and local codes and ordinances and other
applicable laws.

P. The Entity will comply with conflict of interest provisions referred to in 24 CFR
02.356,

D:\MyFiles\chdo agreement.wpd
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Q. The Entity will comply with the Davis Bacon Act (40 U.S.C. 276a-5) involving 12
or more units assisted with HOME funds, and more fully defined in 24 CFR Part 92
Section 92.354,

R. The Entity agrees to comply with all applicable program requirements described by
the HOME regulations 24 CFR, Part 92 as applicable, and any amendments hereafter
to the HOME regulations.

10. The Entity agrees to comply with the City s Affirmative Marketing Plan, and the Entity
further agrees to keep records in a central file readily available for The City to monitor the
Entity’s efforts and compliance with affirmative marketing.

11, The Entity agrees that it will request no disbursement of HOME funds under this agreement
until the funds are needed for eligible costs and each request will be limited to the amount
neaded.

12, The Entity agrees to transfer to the City any HOME funds on hand at tiie completion of a
project which exceed the necessary amount of funds to complete the project

13. The Entity agrees to keep records and reports and submit same to the City including but not

restricted to:

A Owner/s occupancy by income and family size.

B. Documentation of inspections before, during and upon completion of a project.

C. Annual site visits for affordability compliance for multifamily units,

D. Biannual (twice a year) site visits for a one to four dwelling units.

E. Affirmative marketing outreach, such as clipped notices and/or advertisements, or

paid invoices for electronic media,

F. Equal opportunity and fair housing records including racial and ethnic group and
single headed household data, Section 3 data, minority and female owned business
data and affirmative fair housing actions.

G. Census tracts where investments are made, according to the amount of HOME funds
budgeted, committed and expended.

H If new construction, records supporting certification for eligibility.
L Records for documenting the income of HOME beneficiaries.

i Program administration records as follows:

D:\MyFiles\chdo agreement.wpd
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C C

) Accounting records regarding the State's HOME Investiment Trust Fund
account and any separate HOME accounts set up for repayments of invested
HOME funds.
2) Draw-down records (payment certifications, reports, etc.)
3 Records documenting program income from HOME assisted projects.
(4) Records of all HOME Program written agreement and monitoring reviews.
()] Records of audits.
K. To comply with 24 CFR, Part 92, any data collection requirements, reports, and/or
records that HUD will require.
L. The_Entity will submit progress reports, annual reports and other supporting
documents if and when requested by the City for the administration of the HOME
Program.

14. The Entity agrees that not less than annually, the City wiil have the right to review the
performance of each contractor and sub recipient.

15. The Entity agrees that it will retain alf records in accordance with HOME regulations.

D:\MyFiles\chdo agreement.wpd
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This agyreement will begin o July 1, 1998, and will remainin force tor the peried of affordability applicable
to the project for which HOME funds are iavested, unless the City deternunes that a breach of the contract has
occurred, at which time the City may exercise any and all of its rights, and remedics under the HOME
Regulations, 24 CFR, Pait 92, including the right to terminate this agreement and recaptuce or terminate any
HOMI funds allocated to the Entity,

Upan the execution of this agreement, the City agrees to atlocate w1 accordance with HOME Regulations of
24 CFR, Part 92, tho amount of one hundred ffty thousand dolfars {$150,000) for construction of twenly
three (23) now units of housing

Ianef) ;
Exe¢ulive Director

Lend-A-Hand, Ing,

Matt Jennings
Director for Economic andl/C

i munity Development
City of Fott Smith . AR~ V/

WARNING: 18 U.S.C. 1001 provides among other things that whoever knowingly and yallingly makes or
uses o docutient or writing containing any false, fictitious, or fraudulent statement or entry, in any matier
within the judisdiction of any department or agency of the United States, will be tined not mare than 510,000
or he unprisoned for not more than five years. or both
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ATTACHMENT “B”

AGREEMENT OF LIMITED PARTNERSHIP OF
BARLEE PROPERTIES II, A LIMITED PARTNERSHIP

This Agreement of Limited Partnership of BARLEE PROPERTIES II, A
LIMITED PARTNERSHIP, is entered into and deemed to be effective as of
the 2nd day of January, 1997, by and between AARON'S INC, and.LEND A
HAND, INC., General Partner (hereinafter, if there are more than one
General Pariner, the term "General Partner" shall be deemed to be a
reference to all General Partners regardless of the number), and the
Person(s) whose name(s) appear on the signature page of this document

WHEREAS, the parties desire to be governed by and subject to the
revisions of the Arkansas Revised Limited Partnership Act (the "Act")
and

WHEREAS, the parties have determined to reduce their agreement t«
writing.

NOW, THEREFORE, in consideration of the covenants-and- agreements
made herein, the parties, intending to be legally bound, hereby agree
to organize themselves as a limited partnership under the Act subject
tc the following terms and conditions:

ARTICLE I

Section 1.1. Name. The name of the Limited Partnership shall be
BARLEE PROPERTIES II, A LIMITED PARTNERSHIP, (hereinafter the
"Partnership”). The General Partner shall cause compliance with the
provisions of ARKANSAS law relative to the registration of the
partnership name with the Secretary of State, and compliance with all
other laws .and provisions of the state of ARKANSAS relative to limitec
partnerships in that state.

Section 1.2. Principal Office/Reqistered Agent. The office,
principal place of business, mailing address and initia@ registered
office in the State of the Partnership shall be at P. O. BOX 3945,
FORT SMITH, ARKANSAS 72913. The initial registered agent is
John Alan Lewis and the registered agent’s address is 214 North Sixth,
Fort Smith, Arkansas. '

Section 1.3. Term of Partnership. The term for the partnership

shall commence as of the 2nd day. of January, 1997 and shall expire on
the 3lst day of December, 2055, unless it is terminated at an earlier
date as provided in Section 4.1 or by operation of law.
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Section 1.4. Purposes; Obijectives; Partners; Powers: and
Requlatory Aqreement. ' :

A. The purposes and objectives of the Partnership are to acquire,
own, develop, construct, maintain, operate, and manage, primarily for
low-income persons and families and handicapped individuals and/ox
families of moderate income in rural areas, single family dwellings in
Van Buren, Arkansas {hereinafter referred to in the singular tense~as
the “Project”).

B. The General Partner and the Limited Partners in the
Partnership, their respective addresses, and their respective
interests in the Partnership (”Percentage~1nteﬁests") are as follows:

GENERAL PARTNER
Name Address. B Interest
ABRRON'S INC. . _.A410..p street ... o T & S
. Barling, AR 72923

LEND A HAND, INC. 4301 Yorkshire Drive .3%
Fort Smith, AR 72904

LIMITED PARTNERS

Name Address - Interest

Aaron’s, Inc. 410 P Street 84%
Barling, AR 72923

Rod Coleman 9405 Moody Road 10%
Fort Smith, AR 72903

ERC Properties, Inc. 815 Fort Street 5
Barling, AR 72923

o

The term "Percentage Interest" of a Partner as used 1in this
agreement shall mean the percentage set forth above opposite each -

 Partner's name in this Section 1.4., and such Percentage Interest shall

not be affected by changes in the Partner's capital account.
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C. The Partnership is empowered and authorized:

{1) to option, purchase, or otherwise acquire any property,
real or personal, in fee or under lease, and any interest therein or
appurtenant thereto, which may be necessary or appropriate for the
accomplishment of the purposes and objectives of the Partnership:;

(i1} to develop land acquired by the Partnership with off-
site and on-site improvements, and to construct, own, maintain,
operate, and manage the housing units and other facilities relating
thereto which, together, constitute the Project:

1

(iii) to assist and further the construction, :
rehabilitation, maintenance, and management of housing primarily fo
elderly persons and families and handicapped individuals and/or

moderate income families in rural areas;

(iv) te raise and provide such funds as may be necessary to
achieve the purposes and objectives of the Partnership and to borrow
funds, execute, and issue mortgage notes and-other evidences -0f--- - =
indebtedness, and to secure the same mortgages, deeds of trust,
pledges, or other liens;

(v} to apply for and obtain from the Départment of
Housing and Urban Development ("HUD") and/or other federal, state, or
local government agehcies, or other financing sources mortgage loans,
mortgage insurance, and interest subsidies, rent supplement, and
housing assistance payments, and other assistance provided by federal,.
state, and local law; :

(vi) to enter into agreements with HUD or other state, local,
or federal governmental agencies regarding the operation and
maintenance of the Project; '

(vii) to provide recreational, social, community, and ‘
commercial services to and for the benefit of tenants in the Project;

(viii) to sell, lease, or otherwise dispose of the Project, or
any part thereof;

(ix) to enter into, perform, and carry out contracts anq‘Ep
engage in other activities, which may be necessary for the proper
protection and benefit of the Partnership and the accomplishment of its -
purposes and objectives; and

(x) to exécute a note and mortgage in order to secure a
construction loan necessary to construct and/or develop the Project;
and
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{xi1} to execute a note and nortgage in order to secure a loan
to be held or insured by any lender to the Partnership and to execute a
Loan Agreement and all other documents required by a lender in
connection with such loan. Any incoming partner shall, as a condition
to receiving an interest in the Partnership, agree to be bound by the
note, mortgage, and any loan agreement and other documents required in
connection with the lcan held or insured by any agency of the United
States of America to the same extent and on the same terms as the other
Partners. Upon any dissolution, no title or 'fight to possession anid
control of the Project and no right to collect the rents therefrom
shall pass to any person who is not bound by the Loan Agreement
pertaining to the Project.

. D. All notes, mortgages, and/or loan agreements executed by
the General Partners on behalf of the partnership and shall be binding
upon the Partnership, its successors and assigns so long as any
mortgage on the property of the Partnership is. outstanding., The
Partnership shall comply in every respect with the loan agreements and
other documents as well as all applicable federal, state, and local
statutes including, without limitation, .HUD.regulations applicable to a
limited partnership which has a non-profit corporation as one of its
general partners. ' '

Section 1.5. (Capital Contributions. The partners shall make
pro-rata capital contributions to the partnership in such amounts and
on such dates as the general partners require.

Section 1.6. Withdrawal of Partner's Capital Contribution.
Except as expressly provided in this agreement, no Partner is entitled
o the return of all or any part of its capital contribution prior to
termination of the Partnership.

Section 1.7. No Additicnal Partners. No additional partners
shall be admitted to the Partnership without the prior written consent
of all of a majority in interest of the Partners. The Partners agree
that new partners can be brought inte the Partnership only with the
consent of any lender to the Partnership. ; i

Section 1.8. Assignment by Partners. No Partner may sell,
assign, transfer, or dispose of all or any part of its interest in the
Partnership without the prior written consent of all of the remaining
Partners and in the event of said sale, assignment, transfer, or ™ =
disposition with such consent, the assignee shall become a Substituted
Limited Partner or a Substituted General Partner, as the case may be.
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Section 1.9. Recording by General Partner. The General Partner
shall cause a Certificate of Limited Partnership and/or this agreement
(if necessary) to be recorded in all appropriate recording offices and
shall do all things requisite for the perfection of the Partnership
pursuant to the laws of the state of ARKANSAS, and any other
jurisdiction in which the Partnership conducts business, and likewise
shall prepare an amendment to this agreement and/or the Certificate of
Limited~Parthership, for the perfection of the Partnership pursuant to
the laws of the State of ARKANSAS, and likewise shall prepare an
amendment to this agreement and/or the Certificate of Limited
Partnership, for execution by all proper parties (including, if
appropriate, an assigning partner and his assignee and an executor or
administrator) whenever necessary or appropriate and whenever otherwise
required by the Act.

ARTICLE I

Operation of the Partnership

Section 2.1. Establishment-.of--Capital Account-. ~A-capital account
shall be established for each Partner which shall be credited with the
amount of capital contribution of each Partner and the taxable income
and gains, and which shall be charged with the losses and with the
amount of income distributed to the Partners. The distributable income
(as determined by the General Partners) shall be apportioned and paid
to the Partner in the same proportion as their Percentage Interest.

Section 2.2. No Interest On Capital Accounts. No interest shall
be paid by the Partnership on capital contributions:

Section 2.3. Management.  Except as otherwise provided, no
Limited Partner shall have or exercise any rights in connection with
the ordinary management of the' Parthership business, but such
management shall be the sole responsibility, and on the sole authority,
of the General Partner. The funds of the Partnership shall be
deposited in such bank accounts as may be required, and the General
Partner shall arrange for the appropriate use of such accounts. The
General Partner shall have all of the powers which may be granted to or
exercisable by a general partner under the Act. If there is more than
one General Partner, any General Partner may act singly on behalf of
the Partnership and thereby bind- the Partnership as if all General
Partners had so acted provided, however, - that. the action of a majo¥ity
of the .General Partners shall be required to commit the Partnership to
any transaction or series of related transactions {including any
contractual arrangement or .undertaking, written or oral, in connection
therewith) in excess of $1,000.00 or to any transaction which is

5
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anticipated to last in excess of one (1) year or to any contractual
arrangement or undertaking that is either longer than one (1) year or,
if one (1) year or less, may not be terminated without liability to or
obligation of the Partnership in excess of $1,000.00. Any General
Partner who breaches the foregoing shall indemnify and hold harmless
the Partnership and the other General Partner(s) from all loss,
liability, ‘danage or expense (including reasonable attorney's fees)
arising or resulting therefrom. i :

ARTICLE III

Liability of Partners

Section 3.1. No Additional Contributions by. Limited Partners. A
Limited Partner shall not be personally liable for the debts,
liabilities; or obligations of the Partnership. The capital
contributed by.the Limited Partners—as set forth -in Section 1u5...0of
this agreement is the only contribution that -the Limited Partners shall
be required to make to the Partnership for the . .satisfaction of the
debts, liabilities, or obligations of the Partnexrship, or- for .any other
purpose.

Section 3.2. No Additional Contributions by _General Partners.
The General Partner shall not be personally liable for the repayment of
Limited Partner capital contributions or capital accounts of the
Limited Partners or, except as expressly provided by this agreement,
have any obligation to make any contribution of capital to the
Partnership.

Section 3.3. Liability of Partners. The General Partner or a
Limited Partner shall be liable to the Partnership or to any other
Partner by reason of its actions in connection with the Partnership,
unless otherwise provided in this agreement, except in the case of
actual fraud, gross neglect, or dishonest conduct.

ARTICLE IV

Dissolution and Termination

Section 4.1. Dissolution. The Partnership shall be dissolved
upon occurrence of any of the following events: T

(1} The expiration of the term of the Partnership;

(ii) The withdrawal, retirement, or bankruptcy of each
General Partner;
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(1ii) The date specified in a written consent executed by
all of the Partners; or

(iv) The sale, exchange, or other disposition, or condemnation,
of all of the real estate and improvements thereof owned by the
Partnership. '

Section 4.2. Who Shall Wind Up Partnership? If the Partnership
is dissolved pursuant to Section 4.1.(1) (iii) or {(iv), the General
Partner shall wind up the affairs of the Partnership. If the
Partnership is dissolved pursuant to Section 4.1{ii), the Limited
Partners shall wind up the affairs of -the Partnership.

Section 4.3. Winding Up. Upon dissolution of ﬁhe_Partnership,
the assets of the Partnership shall be applied as follows:

A. First, to the payment of the debts and liabilities of the
Partnership, including any indebtedness owed the General Partner,
and the expenses of liquidation. '

B, Second, to the setting up of any reserves which are deemed

~reasonably necessary for any contingent or unforeseen liabilities

or obligations of the Partnership, which reserves shall be paild

over to a bank, as escrow holder, to be held by it for the purpose

of disbursing (under the direction of the General Partner or the
Limited Partners in charge of winding up} such reserves in payment

of any of the aforementioned liabilities and at the expiration of such
period as the General Partner or Limited Partners in charge of

winding up may deem advisable for distribution in the manner

hereafter provided. '

C. Third, to the General Partner and Limited Partners up_ to the
amount in their capital accounts.

B. Fourth, to the General Partner and Limited Partners in the
Percentage Interests set forth in Section 1.4. hereof.

Section 4.4. Termination of Partnership. Following the
distribution of the Partnership assets in accordance with Section 4.3.,
the Partnership shall terminate.

Section 4.5%. Voluntary Dissolution. In no event shall the
Partnership be voluntarily dissolved or any action be taken which would
voluntarily dissolve or lead to the voluntary dissolution of the
Partnership without the prior written consent of any lender to the
partnership so long as any mortgage on the property of the Partnership,
which is held by the said lender, is outstanding.

9
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ARTICLE Vv
Miscellaneous

Section 6.1. Amendments. This agreement may be amended at any
time, or from time to time, only by the written consent of a majority
in interest of the Partners. '

Section 6.2, Entire Agreement. This agreement embodies the
entire agreement ang understanding among the Partners and supersedes
all prior agreements and understandings, if any, among and between the
Partners relating to the subject matter hereof.

Section 6.3. Binding Effect. Except as herein otherwise provided
to the contrary, this agreement shall be binding upon the inure to the
benefit of, the Partners and their respective heirs, executors,
administrators, Successors, and assigns.

Section 6.4. Notice. Any notices, requests, instructions, or
other documents required or permitted hereunder to be given to any
rarty shall be effectively delivered for all Purposes.upon deposit of
the same in the United States mail, postage prepaid, registered or
certified, and addressed to the Partner to whom such notice, request,
instruction, or other document is being given (a) at the address set
forth in Section 1.4. hereof unless such Partner has designated a new
business address by notice to all Partners, in which event, (b) at such
new address. ' :

AN WITNESS WHEREOF, the parties have executed this Agreement of
Limited Partnership as of this the 2nd day of January, 1997,

GENERAL PARTNER:

ATTEST: - ' AARON'S IN

SN v 2 /,, /ﬂ(

Barbara Loyd Q Ernest K. Coleman, Sr.
President -

ATTEST: LEND A HAND, INC.

. (LD

Chudk{?a&cettf President
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LIMITED PARTNERS:

2 o
szcf % éﬁ:ﬁgirw*ﬁ“:;_y

Rod foleman

ERC Properties, Inc.

By: QOZO (‘éﬂéﬁ—@%ﬂ’&' YRR

Rod{Coleman, President

Aaron’s,

N %y / k

Ernest R. Coleman, President

ATTEST:

@K&/ﬁjvv%;/fu SH- ,//gc.

Charise Stickler, Asst. Secretary

46



ATTACHMENT “B” CONTINUED

LIMITED PARTNERSHIP AGREEMENT
OF

BARLEE PROPEATIES 1 LimiTeD PARTNERSHIp

March 1, 1998
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AGREEMENT OF LIMITED PARTNERSHIP
OF

BARLEE PROPERTIES It LIMITED PARTNERSHIP

This AGREEMENT OF LIMITED PARTNERSHIP of BARLEE PROPEATIES ILIMITED PARTNERSHIP
(*Partnership®) is entered into and deemed 1o be effective as of MARCH 1, 1998, by and between
AARON'S, INC., {*Aaron’s and LEND A HAND, INC. {"'LAH"), an Arkansas non-prolit carporation, as Co-
General Partners (from time to time Aaron's and LAH arg collectively referred as 'General Partners® or 'Co.-
General Partners*), and the Person or Persons whose name or names are sel forth on Exhibit A attached
hereto, as Limited Partner(s):

WITNESSETH

WHEREAS, the parties desire to be governed by and subject to the provisions of the Arkansas
Revised Limited Partnership Act (the *Act?); and

WHEREAS, the parties have determined to reduce their agreemenl to writing,

NOW, THEREFORE, in consideralion of the covenants and agreements made herein, the Partners,
intending to be legally bound, hereby cenify and agree to organize a limited PAARGTShip under the Act
as follows;

SECTION 1, THE PARTNERSHIP

1.1 Formation. The Pariners hereby lorm a limited partnership pursuant to the provisions of
the Act and upon the terms and conditions set forth in this Agreement.

1.2 Name. The name of the Paninership shall be BARLEE PROPERTIES Il LIMITED
PARTNERSHIP. The Managing General Partner, as hereinafier identitied, may change the narne of the
Partnership at any time.

1.3 Registered Agent/Princival Place of Business. The Registered Agent of the Partnership
is Ernest R. Coleman, Sr, The Agent's address is 815 Fort Street, Barling, Arkansas 72923. The principal
place of business of the Partnership shall be at the above referenced address. The Managing General
Partner may change the principal place of business of the Partnership to any other place within the State
of Arkansas upon ten (10} days notice to each Limited Partner.

1.4 Purposes. The Partnership shall acquire, develop, and construct the Project (as defined
below) and hold, develop, and operate the Project as an income-producing property in a manner that wil
be in compliance with the provisions of Section 42 of the Internal Revenue Code of 1986, as amended
(the *Code"), and shall engage in any other comimercial enterprise related to the ownership, construction,
or operation of the Project. In addition, the Partnership may carry out any and all other activities related
to its overall purpose and not prohibited to limited partnerships under applicable limited parinership laws,

1.5 Term. Theterm of the Pannership shall commence upon the earfier of the date on which
this Agreement is recorded with the Secretary of State or the date on which the initial Capital
Contributions of all of the Partners have been made and shall continue untif Decembaer 31, 2048 unless
the Partnership is dissolved earlier as sel forth in this Agreement.
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1.6 Filings.

{a) This Agreement will be filed in the office ol the Secretary of State of Arkansas in
accordance with the provisions of the Act. The Managing General Partner shall cause amendments to
the Agreement or a Cenificate to be filed whenaver required by the Act. Such amendments or a
Certificate may be executed solely by the Managing General Partner on behalf of the Partnership and the

Partners.

(b) The Managing General Partner shall execule and cause to be filed originai or
amended certificates and shall take any and all other actions as may be reasonably necessary to perfact
and maintain the status of the Pantnership as a limited partnership or similar type of entity under the taws
of any other states or jurisdictions in which the Parinership engages in business.

(€ The Managing Gengrad Partngr shall cause appropriate fictitious business name
and like statements to be filed and published for the Parinership under the name set forth In Section 1,2
hereof or such other name as the Partnersip may have or use in any state or jurisdiction from time to

time.

1.7 Independent Activities. Each ol the General Parlners and each Limited Pantner may,
notwithstanding this Agreement, engage in whalever actvities they choose, whether the same are
competitive with the Partnership or otherwise, williout having or incurring any obligation 1o offer any
interest in such activities to the Partnership or 2y Parner. Neither this Agreement nor any activity
underaken pursuant hereto shait prevent any Generat Partner from engaging in sUch activities, or require
any General Pariner 1o permit the Partnership or any Partner to participate’in any such activities, and as
a material part of the consideration for the execution of this Agreement by the General Partners and the
admission of each Limited Partner, each Limited Pariner hereby waives, relinquishes and renounces any
such right or claim of participation.

1.8 Definitions - General. Whelher capitalized or not, the words and phrases used in this
Agreement have the following mearnings:

*Accountants® means any recognized tirm of independent certified public accountans as may
be engaged by the Managing General Partner.

*Act® means the Arkansas Revised Limited Partnership Act, as amended from time 10 ime (or any
corresponding provisions of any succeeding law.)

*Additlonal Capital Contribution” means a Capital Contribution to the Partnership pursuant to
Section 2.3(c).

*Additional Capital Contribution Due Date* means the later of (i) the due date of such Additional
Capital Contribution in accordance with the schedule of payments listed on Exhibit A hereol, or (i) liteen
days after receipt by the Limited Pariner of a notice of an ohligation 1o make the Additional Capital

Contribution pursuant 1o Section 2.3(c).

*Adjusted Capital Account” mmeans, as of any day, a Limited Panner's Capital Contributions
(including any Additional Capital Contributions) adjusted as follows:

{a) Increased by the armount of any Partnership liabilities which, in connection with
distributions pursuant to Sections 4.1, 4.2, and 11,3 hereof, are assumed by such Limited Partner or are
secured by any Partnership Property distributed to such Limited Partner, and
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(b) Reduced by the amount of cash and ihe Gross Assel Value of any Partnership
Property distributed to such Limited Partner pursuant to Sections 4.1, 4.2, and 11.2 hereol, il any, the
amount of any liabilities of such Limited Pariner assumed by the Partnership or which are secured by any
propefty contributed by such Limiled Partner to the Partnership, and the armount of Gredils allocated to
stch Limited Partner pursuant 10 Section 3.

Iy the event any Person transfers all or any portion of his interest in the Partnership in
accordance with the terms of this Agreement, thal Person's lransferee shall succeed to the Adjusted
Capital Account of the transteror lo the extent it relates ta the transiesred partnership interest.

*Adjusted Capital Account Beficlt” means, with respect to any Limited Partner, the deficit balance,
if any, in such Limited Partner's Capital Account as the end of he relevanl liscal year, after giving eftect
to the following adjusiments:

(a) Credit to such Capital Account any amounls which such Limited Pariner js
obligated to restors (pursuant to the terms of such Limited Partner's Promissory Note or otherwise) or is
deemed to be abligated to restore pursuant 10 the penullimale sentence of Regulations Section 1. 704-
1{B)(4) (i) (); and

(b) Debit to such Capital Account the items described in Sections 1.704-
1D} (2) (in{ch) (4), (B} and {6) of the Regulations. The foregoing definition of Adjusted Capital Account Deficit
is intended to comply with the provisions of Section 1.704-1 {bY(2)(i)(d) of the Regulations and shall be
interpreted consistently therewith. o

*Admisslon Date* means the date on which a Person is adimitted to the Partnership as a Limited
Pariner, which shall be deemed to be the later of (i} the dale of payment by each Limited Partner of his
Capital Contribution due on the Admission Date in accordance with the schedule of payments listed on
Exhibit A hereo!l, or (i) the date this Agreement or a Certificate of Limited Partnership is filed in
accordance with the Act.

"AHiltate* means, with respect to any Person, (i) any Person directly or indirectly controfling,
controlled by or under common control with such Person, (i} any Person owning or cantrolling ten percent
(10%) or more of the outstanding voting securities of such Person, {iii} any officer, direclor or general
partner of such Person, (iv) any Person who is an officer, direclor, general partner, trustee or holder of
ten percent or more of the voting securities of any Person described in ctauses (i} through (i} of this
sentence.

*Agency” means the Arkansas Development Finance Agency or such other agency or
depanment which is authorized to allocale LIHC.

*‘Agreement” or *Partnership Agreement* means this Agreement of Limited Partnership, as may
be turther amended from time to time. The term "Agreement’ shall be construed o mean *Certificate’
whenever the context so requires. Words such as *herein®, *hereinafter, *hereof, *hereto’ and *hereunder,
refer to this Agreement as a whole, unless the context otherwise requires,

“Architect* means any reputable firrn of architects as may be engaged by the Managing General
Partner from time to time.

"Capital Account” means, with respect to any Paniner or Limited Pariner, the Capial Account
maintained for such Person in accordance with the following provisions:
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{a) To each Person’s Capital Account there shall be crediled such Person's Capital
Contributions, such Person's distributive share of Profits and any items in the nature of income or gain
which are specially allocated pursuant 10 the provisions ol Seclion 3 hereof, and the amount of any
Partnership liabilities assumed by such Person or which are secured by any Partnership Property
distributed to such Person.

{b) To each Person's Capitai Account there shali be debited the amount of cash and
the Gross Asset Value of any Partnership Property dislribuled 1o such Person pursuant 10 any provision
of this Agreement, such Person's distributive share of Losses and any ltems in the nature of expenses
or losses which may be specially allocated pursuant to Section 3 hereol, and the amount of any liabililies
of such Person assumed by the Partnership or which are secured by any property contributed by such
Person to the Partnership.

(c) In the event any interest in the Partnership is transferred in accordance wilh the
terms of this Agreement, the transferee shall succeed lo the Capital Account of the transleror to the extent
it relates to the transferred interest.

{d) In determining the amount of any liability for purposes of this definition hereol,
there shall be taken into account Code Section 752{c) and any other applicable provisions of the Cede
and Regulations.

The foregoing provisions and the other provisions of this Agreement relating to the
maintenance of Capital Accounts are intended to comply with Begulations Section1+7704-1 (b}, and shail
be interpreted and applied in @ manner consistent with such Regulations. In the event the Managing
General Partner shall determine that it is prudent to modity the manner in which the Capital Accounts, or
any debits or credits thereto {including, without limitation, debits or credits relating to liabilities which are
secured by contributed or distributed property or which are assumed by the Partnership or the General
Parners and each Limited Partner), are computed in orcler 10 comply with such Regulations, the
Managing General Partner may make such modification, provided that it is not likely to have a material
effect on the amoums distributable to any Partner of Limited Pariner pursuant 1o Section 11 hereof upon
the dissolution of the Partnership. The Managing General Partner also shall make any appropriate
moditications in the event unanticipated events (for example, the acquisition by the Partnership of oil or
gas properties) might otherwise cause this Agreernent not (o comply with regulations Section 1.704-1(b).

*Capital Contribution” means, with respect to any Partnes of Limited Partner, the arnount of
money and the initial Grass Asset Value of any property (other than money) contriputed to the Partnership
with respect to the partnership wterest held by such Padner or Limited Partner.

“Code" means the Internal Revenue Code of 1886, as amended from lime to tirne, or any
corresponding provisions of succeeding law.

“Completion Date” means he date upon which the Partnership has compleled the construction
of the Project and all impravements and/or personal property making up the Project in accordance with
the plans and specificalions prepared by the Architect. Upon such date, the Architect shail execute &
cerilicate indicating that construction of the Project has been completed in accordance with the plans
and specifications except for cerlain punch list iterns which are not material and do not affect the rental
ot dwelling unils in any of the buildings making up the Project on a full rent paying basis; provided the
Partnership has provided funds in escrow to provide for the completion of construction of such punch list
items.

“Credit* or “Credits® means the low-income housing tax credit allowable under Section 42 of the
Code.
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*Development Manager® means AARON'S, INC, of Barling, Arkansas, which shall provide certain
sarvices pursuant to an agreement entitied Development Manager's Agreement in connection with the
construction and development of the Project.

"Development Fee" means lhe fee payable to the Development Manager pursuant to the
development agreement between the Parinership and the Development Manager for the development of
the Project.

"Event of Bankruptcy” means with respeact to any Person,

(a) the enuy of a deciew or order Tor reliel by a court baving jurisdiction in respect
of such Person i an yivalumary case under e ledean bankiupley inws, as nuw or hereafer constituted,
or any other applicable federal or state bunkruptey, insolvency or similar law, or appointing a raceiver,
liquidalor, assignee, custodian, truslee, sequesteator (or other similar official) lor such Person or tor any
substantial part of his property, or ordering he winding-up o liquidation of his affairs, and the
continuance of any such decree or orcier unstayed and in effect far a period of sixty consecutive days;
or

{t) the commencement by such Person of a voluntary case under the federal
bankruptcy laws, as now canstituted or hereafter amended, or any other applicable federal or siate
bankruptcy, insolvency or similar Jaw, or tne consent by such Person to the appointment of or taking
possession by a receiver, liquidator, assignee, trustee, custodian, sequestrator (or other similar official)
for such Person or for any substantial part of his or its property, or the making by such Person of any
assignment for the benefit of creditors, or the taking of action by such Person in furtherance of any of the
toregoing; or

{c} the commencement against such Person of an involuntary case under the United
States Bankruptcy Code which has not been vacated or discharged within sixty days on the date the use
was commenced,; of

{d) the admission by such Person of his or its inability to pay his or its debts as they
become due; or

) such Person becoming ‘insolvent” by the taking of any action or the making of
any transfer or otherwise, as insolvency is or may be defined pursuant 1o the Unlied States Bankruptcy
Code, the Uniform Fraudulent Conveyances Act, any other stale or federal act or faw, or the ruling ol any
GOur.

“Exhibit A* means Exhibit A to this Agreement, which, amang other things, identifies the Panners
of the Partnership, as such Exhibit may be amended from time to lime,

*General Partners” means the two Co-General Partners referred 1o as such in the first paragraph
of this Agreement, Aaron's and LAH as well as any person who (i) has become a General Partner
pursuant to the terms of this Agreement, and (ii) has not ceased to be a General Partner pursuant to the
terms of this Agreament. “General Partners® or *Co-General Partners® means afl such Persons.

"Gross Asset Value® means, wilh respect to any assel, the assel's adjusted basis for lederal
income tax purposes, except as follows:

{a) The initial Gross Assel Vaiue of any assel contributed by a Partner to the
Partnership shall be the gross fair market value of such asset, as determined by the contributing Partner
and the Partnership;
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{i0) The Gross Asset Values of all Parinership assets shall be adjusted to equal their
respective gross lair market values, ag determined by the Minaging General Pariner, as of the [ollowing
times: {a} the acquisition of an additional interest m the Parloership By any new or existing Partner in
exchange for more than a ¢de minimis Capital Contribution; {b) the distribution by the Partnership to a
Partner of more than a de_minimis amount ol Parnership Proparty as consideration for any interest in the
Pannership it the Managing General Partner reasonably determines that such adjustment is necessary
or appropriate to reflect the relative economic interests of the Partners in the Partnership; and {c) the
liquidation of the Partnership within the meaning of Reguiations Section 1.704- 1{b){2){ii}(g);

(c) The Gross Asset Value of any Parinership asset distributed 1o any Pariner shall
be the gross fair market value of such assel on the date of distribution; and

() The Gross Assel Volues of Parinership assets shall be increased (or decreased)
to rellect any adjiustments Lo the adjusted basis of such assels pursuan 10 Code Seclion 734{l} or Cody
Section 743(b), but only to the extent that such adjusiments are taken into account in detennining Capital
Accounts pursuant to Regulation Section 1.704-(L){2) (iv) (im) and Section 3 hereol; provided, however, that
Gross Asset Values shall not be adjusted pursuant 1o this delinilion to the extent the Managing Genwral
Partner determines that an adjustment pursuant to this defimtion is necuessary or appropriale inconneclion
wilh & transaction thal would otherwise resull in an adjustment.

If the Gross Asset Value of an asset has been determined or adjusted pursuant 1o this
delinition hereof, such Gross Asset Value shall therealter be adjusted by the Depreciation taken into
account with respect to such asset for purposes ¢! computing Profits and Losses.

‘lncentive Management Fee® means that tee the Partnership is obligated to pay to the Managing
General Partner. Tha tncentive Managernen! Fee shall be equal to eighty percent {80%) of the grass cash
proceeds or revenues derived from Partnership operations less all expenses and fees attributable to
Partnership opererations (including ail fees otherwise payable 1o the Managing Generat Partner) and less
such amounts paid or established as reserves for Partnership expenses, debt payments, capital
improvements, replacerments, and contingencies, all as the same may be determined by the General
Partner; provided, howaver, this figure shall nol be reduced by depreciation, amortization, cost recovery
deductions, or similar allowances.

“Interest” or "Partnership Interest" means an interest in the Partnership representing a Capital
Cantribution to the Partnership by a Panner,

"LIHC* means the [ow income housing credit provided by Section 42 of the Code.

“Limited Partner* means any Person who is the owner of an interest in the Partnership who is not
a general partner. ‘Lirmnited Partners” means all such persons. All references in this Agreement lo a
specified percentage of the Limited Partners shall mean Limited Partners holding more than the specitied
percentage of the interests then held by all Limited Partners.

*Managing General Partner® means AARON'S, ING. of Barling, Arkansas, or its successors and
assigns which shall have full day-to-day responsibility for the management of the Project in accordance
with the provisions set out in Section 5.

*Managing General Partner's Initial Investment® means the amount of development and fisk
capital which the Managing General Parnner has commitied to the development of the Project and for
which the Managing General Partner shall be relimbursed in accordance with Section 4.3,

o
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"Maximum Annual LIHCY means an amount equal 1o the lesser of {i) the Credit amount allocaled
to the Project by the Agency or (ii) the amount determined by multiplying the Project’s "qualified basis*
(as delined in Code Section 42(c)) on a date selectad by the Managing General Partner (but in no event
later than December 31, 1995) by the Project’s "applicable percentage’ {as delined in Code Section 42(b)).

*Minimum Galn® means the amount determined by computing with respec 1o each Non-recourse
liability of the Partnership, the amount of Gain, if any, that would be realized by the Partnership if it
disposed of the asset securing such liability in full satisfaction thereol, and by then aggregating the
amounts so computed. For purposes of determining the amount of such Gain with respect to a liability,
the adjusted basis for federal income tax purposes ol the asset securing Lhe liability shall be aflocated
among ali the liabilities that the asset secures in the manner set forth in Treasury Regulation Section
1.704-1(b){4)(iv){c) (or successor provisions),

*Net Cash From Operations' means the gioss cash proceeds of revenues from Parinership
operations less (after payment of all expenses and fees (including all fees 10 the Managing General
Pariner)) the portion thereof used to pay or establish reserves for Parlnership expenses, debl payments,
it any, capital improvements, replacements, and conlingencies, all as determined by the Managing
General Partner. *Net Cash From Operations® shall not be reduced by depreciation, amostizaton, cosl
recovery deductions or similar allowances.

“Net Cash From Sales or Refinancings* means the nel cash proceeds from all sales,
resyndications, refinancing, and other dispositions {cther than in the ordinary.cowrse of business) of
Partnership Property, after payment of all fees, costs, and expenses and less any porion thereof used
to establish reserves, all as determined by the Managing General Partner. *Net Cash From Sales or
Refinancings® shall include all principal and interest payrments with respect 1o any note or other obligation
received by the Partnership in connection with sales and other dispositions {other than in the ordinary
course of business) of Pannership Property.

"Net Losses® means the net loss of the Partnership for federal income tax purposes for each
taxabte year, calculated without regard to Gain or Loss: provided, however, that in determining net loss
(i) any tax-exermpt income received by the Partnership shall be included as an itern of gross income, and
(i} any expenditure of the Partnership described (or lreated under Treasury Regulation Section 1,704
1(0}2){iv}{i) as described) in Section 705(a}(2){B) of the Code shall be treated as deductible expense.

"Net Profits® means the taxable income of the Partnership for lederal income lax purposes for
each taxable year, calculated without regard to Gain or Loss; provided, however, that in determining
taxable income (i} any tax-exempt income received by the Partnership shall be included as an item ol
gross income, and (i} any expenditure of the Partnership described {or treated under Treasury Regulation
Section 1.704-1 (b)(2){iv}(}) as described) in Section 705(a}(2)(B) of the Code shall be treated as a
deductible expense.

"Nonrecourse Debl" means any Partnership lialility thal is considlered noarecourse [of purposes
of Treasury Regulation Section 1.001-2 (without regard Lo whether such liability is a recourse liabifity under
Treasury Regulation Section 1.752-1T{(d){2) and any Partnership liabiity for which the credilor's right to
repayment is limited 1o one or more assels of the Partnership (within the meaning of Treasury Regulation
Section 1.752-17(d)(3) (i (B} (4) (i)).

*Nonrecourse Deductions® has the meaning set forth in Section 1.704-1(b){4)(iv){b) of the
Regulations. The amount of Nonrecourse Deductions for a Partnership tiscal year equals the net increase,
if any, in the amount of Minimum Gain during that fisca year, determined according to the provisions of
Section 1.704-1{b)(4) (iv)(b) of the Regulations.
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"Nonrecourse Liability” means any Nonrecourse Debt {or portion thereof) for which no Partner
bears (oris deemed ta bear) the economic risk of 10ss within the meaning of Treasury Regulation Section
1.704-1T{b) (4) (iv) () (3).

"Partners” means ihe General Pannees ard all Limited Paniners, where no dislinction is required
by the context in which the term is used hareinn. *Panner means any one of the Partners. All references
in this Agreement to a specified percentage of the Partners’ interests shall include or take into account
the General Partners' interest and shall mean Pariners holding more than the specified percentage interest
then held by all Partners.

*Partnership* means BARLEE PROPERTIES Il LIMITED PARTNERSHIP and any successor entity
continuing the business of this Parinership in the event of dissolution as herein provided,

"Partnership Propenrty” means the Project, including, but nat limited to, all ather real and parsonal
property acquired by the Partnership and any improvements thereto.

"Person” means any individual, partnership, corporation, trust or other entily.

*Project" means, collectively, the 23 single family dwelling units located in Fort Smith, Arkansas
and the 20 single family dwelling units located in Van Buren, Arkansas developed by the Partnership as
well as all other Partnership Property and Including, but not limited, all other real and personal property
acquired by the Partnership and any improvements thereto. .

“Regulations” means the Income Tax Reguiations promulgated under the Code, as such
regulations may be amended from time to lime (including corresponding provisions of succeeding
regulations).

“State” means the State of Arkansas.

“Substituted Limited Partner means any Person admitted Lo the Partnership as a Limited Partner
pursuant to Section 9 hereof.

*Syndication Expenses’ means all expenditures classified as syndication expenses pursuant to
Section 1.709-2(b) of the Regulations. Syndication Expenses shall be taken into account under this
Agreement at the time they would be taken into account under the Partnership's method of accounting

if they were deductible expenses.

1.9 General Terms. Unless the context clearly indicates otherwise, where appropriate the
singultar shall include the plural and the masculine shall include the feminine or neutral, and vice versa,
to the extent necessary to give the terms defined in this Section 1 and/or the terms otherwise used in this
Agreement their proper meaning.

SECTION 2. PARTNERS: CAPITAL CONTRIBUTIONS

2.1 Generai Pantners. The name and addresses of the General Partners are as follows:
AARON’S, INC.
cfo Ernest R. Coleman, Sr.
P.O. Box 3945

Fort Smith, Arkansas 72913
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LEND A HAND, INC.

¢/o Jane Goss, Executive Direclor
4301 Yorkshire Drive

Fort Smith, Arkansas 72904

2.2 Limited Partner!(s).

{a} The name and address of each Limited Pariner, and the approximate interest of
each Limited Parlner in the Paitnership, shall be set forh on Exhibit A attachied herato, which Exhibit A
shall be amended by the Managing Generai Partner from time to time.

2.3 Gapilal Contributions.

(a) The Managing General Panner has made or shall make ils Capital Contritoution
wilk respect {0 its interest in the Partnership in the amount of approxirmately $187.00 in cash concurrentiy
with or prior to the Admission Dae, LAH agrees to make a contribution of in-kind sarviees to the Project
as needed throughout the term ol the Partnership as ils capilal contritution, Excepl as otherwiso
provided in Section 11 hereol, no General Partner shall be requirgdl 1o make any oier Capitat
Contributions to the Pannership,

(b) Each Person who acquires an interest in the Pannership-shall be admitted as a
Limited Partner upon its execution of this Agreement and acceptance by the Managing General Partner,

(c) The Limited Partner agrees to make the capital contribulions to the Parnnership
on the dates and in the exact amounts set forth next to its name on Exhibit A, In acldition, each of the
Partners shall be obligated to make sueh additional capital contribitions as may be voted on from time
to time by a majority in imnerest of the Limited Partner(s). Such capital contribution shall be macle in the
amounts and in accordance with the timetables as approved by a majority in interest of the Limited
Partners.

{d) No Partner shall withcraw any Capital Contribution without the unanimous consent
of the other Partners. Under no circumsiances shall a Partner have the right to receive properly other
than cash except as may be specilically pravided herein upon the return of its Gapital Contribution.

(e) No Partner stiall receive any interest, salary or drawing with respect to its Capital
Contributions or its Capital Account or for services rendered on behalf of the Partnership or otherwise in
its capacity as Partner, except as otherwise rovided in this Agreemant.

{H NG Limited Parlner shall be liable for the debts, fiabilities, contracts or any other
obligations of the Pastnership. Except as otherwise provided by applicable state law, a Limited Partner
shall be liable only to make the Capital Contributions as set oul in Section 2.3(c) and Exhibit A and shall
not be required to lend any funds to the Partnership. None of the General Partners shall have any
personat liability tor the repayment of any Capital Gontributions of any Limited Parner,

2.4 Refault on Capital Contributions. If a timited Panner fails to make any required Capital
Contribution as provided under Sacticn 2.3(c) when due, such Limited Partner shall be in default and the
Pantnership may exercise alf legal rights including, without fimitation, the commencement of an action ta
collect from such defautting Limited Partner by legal process the entire amount of its unpaid Capitat
Contribution (including those not Currently in defaull}, together with all court costs and reasonabie
artorneys' fees or, in the alternative, reducing the defaulting Limited Partner’s interest in the Partnarship.
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SECTION 3. ALLOCATIONS

3.1 Allacanon of Piohls aned Losses Excop as provided in Sections 3.3, 3.4, and 3.6
haraof, Profit and Loss of the Puitnesing shall be allocalee) ninety-rine percent {89%) 10 the Limited
Partner and one percent (1%) to the General Parners (lo be divided by the General Partners in
accordance with the ratios set forth on Exhibit "A").

3.2 Adlocition of Moprecourie Decdoctions, Nonrecourse Deductions shall be allocated ninaty-
nine percent (99%; o the Limiied Pamsen and or percem {1%) to the Genaral Partners, the aliocatlon
to the General Partners to be divided in accordance with Exhibit "A*,

3.3 Allogatinn of Gain tron) Gike or Other spugitinng ol Piopeity, Aler giving effect 1o the
allocations set forth in Section 3.6 hereol, gam irorn the sale or other disposition of all or substantially all
of the Project shall be altocated as tollows:

(a) first, among those Partners having negative Capital Accounts, in proportion 1o their
negative Capital Accounts, until no Partnes has a negative Capital Account; and

(b} then, among the Parnners, so as lo bring, as nearly as possible, their Capilal
Accounts into, and maintain their Capital Accounts in, the same ratios as the distributions that they would
receive if an amount equal to the aggregate amount of their Gapital Accourts (determined prior to the
allocation of such gain), increased by the amount of such gain, were distributed among them in the
manner and order of priority prescribed for a distribution of Net Cash from Sales or Refinancings under
Section 4.2 hereol.

3.4 Allogation of Lass from Sale_or Other Disposition of Properly. ARer giving effect to the
atlocations set lorth in Section 3.6 hereol, toss Irom the sale or other disposition of alt or substantially a
of the Project shall be allocated as follows:

(= first, among thosc Partners having positive Gapital Accounts, so as to bring, as
nearly as possible, their Capital Accounts inlo, and maintain their Gapital Accounts in, the same ratios as
the distributions that they would receive if an amount equal to the aggregate amount of their Capital
Accounts {determined prior to the allocation of such loss), reduced (but not below zera) by such loss,
were distributed among them in the manner and order of priority prescribed for a distribution of Net Cash
from Sales or Refinancings under Section 4.2 hereof until no Partner has a positive Capital Account; and

{t) then, one percent (1%} to the General Partners (to be divided among them in
accordance with Exhibit *A*) and ninety-nine percent (99%) to the Limiled Partner.

3.5 Allocation of Credits. Credits shall be allocated ninety-nine percent (99%) to the Limited
Partner and one percent (1%} 1o the General Partners {to be divided by the General Partners in
accordance with Exhibit *A%). In the event there occurs a recapture of Credits previously aliocated to the
Partners, the responsibility for the recapture of such Credils shall be aliocated in accordance with the
requirements of the Code and the Regulations; namely, 10 the Partners (if permitted by applicable law)
who are or are deemed to be Partners in the year in which such recapture occurs, in accordance with
their interests in the Losses of the Partnership for that year.

3.6 Minimuem Gain_and Qualified Income Offset Provisions.

{a) No Loss shall be aliocated (o the Limited Partner 1o the extent that such allocation
would create or increase a deticit in the Limited Partners Adjusted Capital Account. Any loss or other
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amount not allocated to a Limited Partiier because of the preceding sentence shail be allocated to the
General Partnars,

{b} In the event the Limited Partner unexpectedly receives any adjusiments,
allocations, or distributions described in Section 1.704.1(b){2) (i} (d) (4), {5), or (6) of the Treasury
Regulations that create or increase a delicit in the Limited Panner's Adjusted Capital Accourt, items of
gross income and gain shall be allocated to the Limited Partner in an amount and manner sufficient to
eliminate 1o the extent required By the Treasury Regulations, such deficit as quickly as possible, This
provision is intended lo be a qualified income offset within the meaning of Section 1.704- 1 (L} (2)(il) (¢3) of
the Treasury Regulations and shall be interpreted consistently therewith.

() M there s a oel decienss m Eartoersdng Minimom Gain during any taxable year,
and tha Limiled Parner would otherwige have a deficitin his Adjusted Copital Aceount at the end of such
year, then the Limited Partner shail be allecaled items of Patnership gross income and gain for such year
{and, i necessary, subsequent years) in an aimount and manner sufficient to avoid, or elirninate as quickly
as possitile, such deficit. Moreover, if there is a net decrease in Partnership Minimum Gain alfocable to
the disposition of Partnership property sabject to one or more MNontecourse Liabilities during any taxable
year, then each Paitner shall be allocated ems of gross ncome or gém equal 1o the excess of {a) Iha
portion of such Partner's sharo of the net decreasa in Partnarship Miimum Gain thay is allocatyte to such
disposition, determined in accordance with Section 1.704- T (V) {e) ) of the Treasury Hegulations,
over (b) any amount allocated to such Parner for such taxabla year under the preceding sentence. The
iterns to be so allocated shall bo determined in accardance with Section FASd-4 (DY (4) (V) (e) of the
Treasury Reguiations. This provision is intended 1o comply with the minimum gain charge-back
requirgment of such Saction of the Treasury Reguiations and shall be irnerpreted consistently therewith,

{ch) Any allocations pursuant to Sections 3.6(a) through 3.6(c) hereof shall be taken
into account in compuling subsequent allocations of Prolits, Losses, and tems of income, gain, expense,
loss, or credit pursuant to this Section 3 s0 1hat the net amount of any ilems allocated pursuant lo
Seclions 3.6(a) through 3.6(c) hereof and the Profits, Losses, and all other items allocated to each Partner
pursuant 1o this Section 3.6(d) shall, 10 the extent possible, be equal Lo the net amount that would have
been allocated 1o each such Partner pursuant to the provisions ol this Seclion 3 it the alfocalions pursuan
1o Sections 3.6(a) through 3.6(c) had not ocourred.

3.7 Gestain Alloeations and Qistrbutions.

(a) Partners' Share of Monrecourse Liabililies. Solely for purpase of determining
the Partners’ respective shares of "excess nonrecourse liabilities* of the Pannership, within the meaning
of Section 1,752-1(e) (3}{N(B) of the Treasury Regulations, the Limited Parners’ interest in profits shall be
ninety-nine percent (99%), the General Partners' interest in profits shall be one percent (1%), the General
Partners’ one percent interest being divided in accordance with Exhibit *As.

()] Appointment Ameng the Parners. Except as otherwise provided herein, any ilem
that is allocated or distributed (o the General Partners pursuant to this Section 3 shall be apporioned
among the General Partners, if there 15 more than one, in the ratio of their contributions to the capital of
the Partnership,

{c) Allocalions Pursuant to Section 704 {c}. Inaccordance with Section 704(c) of the
Code and the Treasury Reguiations thereunder, incame, gain, {oss, and deduclion wilh respect to any
propeny contributed to the capital of the Partnership shall, solely for tax purposes, be allocated amon}
Partners so as to take account of any varision between the adjusted basis of such property 10 the
Partnership for federal income tax Purposes and the initiat Book Value of such property.
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3.8 Capital Aceounls. An individual capital account {'Capital Account®) shall be maintained
for each Partner to which shall be credited (i) the amount of his Capital Conlribution, {ii) the fair market
value of any property contributed by him to the Partnership (nel of liabilities securing such contributed
property that the Partnership is considered 1o assume or ke subject iy under Section 752 of the Code),
and (i) his distributive shure of Profits, gaun fiom sale or other disposition of all or substantialy alt of the
Project and any ilems ol income o g allocated 1 sueh Parner pursunnt 1o Seation 3.2 hereof, andg
debited by {iv) the amoumn of money distibuted 1o him Ly e Patnership (ot than purguant (o Section
2.3 hereol), (v) the fair marke! vilue of propuily distabulect o hon by the Pacnership (ool of Babilities
secuwing such distribulog proge]y T seeh Parther s considered 1o assume or take subject 10 under
Section 752 o the Code), considorad 10 assume or 1ake subject to under Seclion 752 of the Cocdg), (vi)
the reduction inbasis of Panoership Progrerty attribe fabie by tho relabiltation tax erocdit permitted frarssnt
o Code Section 48 allocablo 1o such Panner, and (a lis distribntve share of Losses, loss from sale or
ather clisposition of all o substantialy il of the Project and items of loss or expense allocated o such
Pariner pursuarm to Section 4.6 haroo

3.9 Autharity to Vary Allocations. It is the intent of the Panners that each of the Panner's
share of income, gain, loss, deduction, credit {or item thereof) shall be determined and allocated in
accordance with this Section 3 to the fullest extent permitted by Section 704(b} of the Code. The
Managing General Partiner is autharized and directed 1o aliocate income, gain, loss, deduction, or credil
(0r Rem thereofl) arising in any year ditferently Ihan otherwise provided for in this Section 3 to the extent
that, allocating income, gain, loss, deduction, or ¢rechl {or item thereof) in the manner provided for in this
Section 3 in the opinion of 1ax advisors to the Partnorship would cause the determinations and allocations
of each Partner's distribulive share of income, gamn, loss, deduction, or credit {or item thereof) not 1o be
permitted by Section 704{b) of the Code and Treasury Regulations prorulgated thereunder, Any
allocation made pursuant to this Section 3.9 shall be made only with the prior writen consent of the
Limited Partner and, if made, shalt be deerned 1o be a complete substitute for any allocation olherwise

pravided for in this Section 3.

SECTION 4. DISTRIBUTIONS

4.1 Net Cash From Operations. Except as otherwise provided in Section 11 hereof, Net Cash
From Operations shall be distributed, al such times as the Managing General Partner may determine, as
follows;

{2 The first $1.000 to LAM annuatly, with LAH to receive a makeup” for any years in
which this guaranteed payment of $1,000 from Net Cash From Operations is not otherwise payable;
ThAd 15 e FaAY wment o pd FA e 2
(B} The balance, il any, to the Managing General Partner; provided, however, before
the managing General Partner shall receive any dislributions hereunder, LAH shall be made whole on any
Previous years in which the Partnership was nol able to distribute to them the entire $1,000 otherwise
payable to i,

4.2 Net Cash From Sales or Refinancings. Except as otherwise provided in Section 11 hereot,
Net Cash From Sales or Refinancings shall be distributed, al such times as the Managing General Partner
may determine, as follows: 80% to the General Partners and 20% to each of the Limited Partners.

4.3 Division Arnong Limited Partners and General Parners. .
Distributions to each of the Limited Partners pursuant to this Section 4 shalt be divided among them in
proportion to the limited partnership interests held by each. All amounts distributed to the General
Partners pursuant to this Section 4 shall be divided as follows:
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{(2) The Managing General fFaniner shall receive a distribution equal to the Managing
Partner's Initial Investment (as that t@erm is defined herein); and

(b) The balance of any lunds remaining to be distribwied to the General Partners shall
Le distributed 80% to the Managing General Parlner and the ramaining 20% shall be divided equally
between the remaining general partners.

4.4 Amounls Withheld. Al armcunts withheld pursuart to the Gode or any pravision of any
state or local tax law with respect 1o any payment or dislribution Lo the Partnership or to a Limited Partner
shall be treated as amounts distributed (o each Limied Partner pursuant o this Section 4 for alf purposes
under this Agreemert.  The Managing General Patner may allocate any such armounts among each
Limited Partner in any mannar that is in accordance with applicablae law.

SECTION 5. MANAGEMENT/PAYMENTS TO GENERAL PARTNERS

5.1 Authodty of the Managuy Geoeal Pulner. Except 1o the exent otherwise provided
herein, the Managing General Partner shali have the sole and exclusive right to manage the business of
the Partnership and shail have all of the rights and powers which may be possessed by general partners
under the Act. The Managing General Partner shall manage and operate the Project on a day-to-day
basis. The Managing General Partner's powers shall include, but are not limited to, the following:

R,
(a) to acquire by purchase, lease or otherwise any real or personal property which
may be necessary, convenient or incidental 1o the accomplishment of the purposes of the Partnership;

() to operate, maintain, finance, improve, construct, own, grant options with respect
to, sell, convey, assign, rmongage and lease any real estate and any personal property necessary,
convenient or incidental to the accomplishment ol the purposes of the Partnership;

(c) 1o execute any and ail agreements, contracts, documents, cerifications, and
instruments necessary or convenient in connection wilh the construction, development, management,
maintenance, and operation of the Partnership Property;

{c) 10 borrow mmoney and issue evidences of indebtedness necessary, convenient or
incidental to the accomplishrnent of the purposes of the Partnership, and secure the same by mortgage,
pledge, assignment, or other lien o any Partnership Property, as are necessary o consummate the
purchase or refinancing ol any Partnership Propernty;

{2} 1o execute, in furtherance of any or all of the purposes of the Partnership, any
deed, option, lease, mongage, deed of trust, mortgage, security agreement, promissory note, bill of sale,
contract, assignment, or other instrument purporting to convey, assign, or encumber any or all of the
Partnership Property;

nH to execute the Development Management Agreement and pay all sums called for
under that agreement and execute and cdeliver to the Development Manager all documents, contraets and
other instruments necessary to fulfill its responsibilities under that agreement;

(9] to prepay in whoie or in pan, refinance, recast, increase, modify, or extend any
liabilities affecting the Partnership Property and in connection therewith execute any extensions or
renewals of encumbrances on any or all of the Parinership Property;
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(h} 1o care for and distribule furds to the Padners by way of cash, income, return of
capilal, or otherwise, all in accordance with the provisions of this Agreement, inctuding paymenl of the
eentive Management Fee:

, i to perform all matters in furtherance of {he objactives of the Partnership and this
Agreement including the maintenance of all Partnership records called for in Seclion 8.1(a),;

0] 1o cortract un buhall of the Partnership lor the employment and services of
employees and/or independent comtotors and delegala to such Persons the duty 1o manage or
supervise any of the assels or operations of the Partnership,

{k} Lo engage in any kgl ol achiviy aond pendarm andd Corry o contaces ol any kine
(including contracts of insurance coviring rigks aned potental abilly to e Project and the General
Partiiers necessary or incidental 1o, or i connection with, 1he accomplishiment of 1he purposes of the
Partnership, as may be lawiully cartied on or perlonned Ly a partnership uader the laws of each state in
which the Parinership is then formed or qualified; and

(n to make any and all elections for lederal, slate and local frarposes inclucing,
wilthout limitation, ay election, il permitied by apphicable law: (i) to adjust 1he bass of Pannership Property
pursuant to Code Sections 754, 734() and 743(h), or comparable provisions of sule or local B, i0
connection with transfers of interests in 1he Partinership and Padnership distributions: (i} to extend the
statute of limitalions tor assessment of tax daliciencies against lhe Partners and any Limited Parther with
respect to adjustments to the Partnership's tederal, siate o local tax returns; and (i) to represent the
Parinership, Partners, and cach Uimited Pariner W their capacity as Partaers and Limitac Partners, and
o execute any agreements or other documents refaiing to or alfecting such lax matters, including
agreements or other documents that tingd the Pariners and each Limited Padner with respect 1o such fax
matiers or otherwise affect the rights of 1he Parinership, Panners, and each Limited Partner.  The
Managing Generat Partner is speciicatly authonzed 10 acl as the *Tax Matters Partner under the Code
and in any similar capacity under state or local law.,

5.2 Authority of LAH. LAH, in its tapacity as a General Partner, shall ratify and approve any
and all commitments macie by the Parnership relating to construction o permanent financing for the
Project, the location of the Project, and the selection of engineers and architects to design and assist in
the development of the Project. In addition, ILAH, i its capacity as a General Pariner, shall have final and
exclusive authority to screen and select those tenants of the Project who will participate in any family self-
sufficiency programs or other social service programs which inay 06 offered ar 1o Broject. LAH shall
have exclusive authority to cooftiinate and deal with alt local, state, and federal agencies which wish to
offer programs or seyvices at the Praject. Infurlherance of this purpase, the Partnership may contract with
LAM, or any affiliate of LAH, to provide social services or other family suppon programs tor residents of

the Project.

53 Right 1o Rely on Managing Geoeral Parner. Any Person dealing with the Partnership may
rely upon a certificate signed by the Managing General Partner as to:

(a) the identily of any General Partner or Lirnited Pariner;

() the existence or nonexisterce ol any fact or facts which constitule a condition
precedent to acts by a General Partner or which are in any other manner germane o the affairs of the
Partnership:

{€) the Persons who are authorized 1o execute and deliver any instrument or
document of the Partnership:; or
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(d) any act or lailure 1o act by the Parlnership or any other matler whatsoever
involving the Partnership or any Partier.

5.4 Heslrictions on Authority of the General Pariners.

{e) Without the consent of all of the Partnars, a General Pariner shall not Have the
authority to:

(i do any act in conlravention of this Agreement;

{ii} do any act which would make it impossible to carry on the ordinary
business of the Parership, except as otherwise provided in this Agreemenit;

(iii} confess a judgment against the Partnership in excess of $10,000;

(iv} possess Partnership Property or assign righls in specific Partnership
Property, tor other than a Partnership purpose; or

{v) knowingly perform any act that would subjec any Limited Partner to
liability as a general partner in any jurisdiction,

{t) Without the written consent of all Limited Partners, the Generat-Partners shall not
have authority to:

{i} elect to dissolve the Partnership; ar
(i) amend the Agreement,
5.5 Ruties and Obligations of Managing General Parinor,
(a} The Managing General Partner shall take all actions whicts ray e neacessary or

appropriate (a) lor the continuation of the Partnership's valid exislence as a limited partnership under the
taws of the State (and of each other Juriscliction in which such existence is necessary o pratect the limited
liability of all Limiled Partners or 1o enable e Partnership 1o conduct the business in which it is engaged}
and (b) tor the acquisition, development, maintenance, preservation, and operalion of Part nership Property
in accordance with the provisions of this Agreement and applicable iaws and regulations.

{o)] The Managing General Panner shall devote to the Partnership such time as may
be necessary for the proper performance of all dutias hereunder, but the Managing General Partner shall
not be required to devote full time 1o the performance of such duties.

() The Managing General Partner shall be under a fiduciary duty to conduct the
affairs of the Pannership in the best interests of the Partnership and each Limited Pariner, including the
salekeeping and use of ali of the Partnership Property and the use thereof for the exclusive benefit of the
Partnership.

5.6 Indeminification of the General Partners.

(@ The Partnership, its receiver or its trustae shall indemnify, save harmiess and pay
all judgments and clairms against the General Partners or any ofticer or cirector thereof retating to any
liability ot damage incurred by reason of any acl performed or omitted (o be performed by any of the
General Parlners in connection with the business of the Partnership, including anomey's [ees incurred
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Dy the General Partriers or any agents, atlerneys, accountants, employees, officers, or directors thereof
in connection with the defense of any aclion based on any such acl or omission, which atorneys’ fees
may be paid as incurred, including all such abilities undar lederal and state securilies laws (including
the Securities Act of 1933, as amended) as permitied by law.

{t} I the event ol any action by a Limited Partner against a General Partaer or any
officer or dlirector thereol, inciuding o Partnership derivative suit, the Pannershin shall indemnify, save
harmiless and pay all expenses of any General Panners and its olicers and directors, ncluding attorneys’
fees, incurred in the defense of sueh aclion, it the General Partner is successiul in such aclion,

{c) The Parnershyy shol indomniy, save harmless and pay all expenses, costs or
liabiiilies of any Genesal Partnor o any oikiss ur dneclors thereol who lor the benefit of the Partnership
makes any deposit, acquires any ophen or makes any othar similar payment or assumes any obligation
in connaction with sy property proposad to e acquired by the Pannership and whao sulfers any financial
joss as the resull of such action.

{d) Notwithstanding the provisions of Sections 5.5{a), 5.5(b) and 5.5(c) above, the

General Partners shall not be indemnified from any liability, as determined by a court of competent
Jurisdiction, for fraud, bad faith, willful misconduct or Gross negligence.
5.7 Compensation and Expenses of 1he General Pajiners.

(a} Any of the General Partners may charge the Parlnership lor any direct expenses
reasonably incurred in connection with the Partnership business.

(b} Except as set lorth in this Agreement, a General Partner shalki not receive any fees
or other compensation for serving as a general partner, unless such fees or other compensation are
approved by a majorily in interest of the Partners. However, each of the General Pariners shall be entitled
to the distributions, aiocations, and fees provided for elsewhere in this Agreemenl,

5.8 Operation Restrictions.

(a) No loans or guarantees of laans shall be made by ihe Partnership to any of the
General Partners or any Affiliate of the General Partners.

(b} No rebates, kickbacks or reciprocal arrangements may be received or entered into
by a General Partner, nor may a General Parlner pariicipate in any business arrangement which would
circurnvent this Agreement.

() The tunds of the Partnership may not be deposited in a common trust account
with ather affiliates. Notwithstanding any provision to the contrary, the funds of the Partnership shall not
be commingled with the funds of any othear Person.

(ch Only the signature of the Managing General Partner shall be necessary to convey
title to any real property owned by the Partnership or to execute any lease, promissory notes, trust deeds,
assignments, security agreements, mortgages, or other Jegal documents.

The Partners agree that g copy of this Agreement may he shown 10 the appropriate
parties in order to confirm the same, and lurher agree that the signature ol the Managing General Partner
shall be sufficient to execute any ‘statemem of partnership* or other documents necessary to effectuate
this or any other provision of this Agreement. All of the Partners do hereby appoint the Managing General
Partnier as their attorneay-in-fact for the execution of any or zll of the documents deseribed herein.

G410 30 Barloslkt 1P st Agr 16

63



5.9 Development Fee. Far services performed in cannection with the developrierit of the
Project, the Development Manager shall be paid a fee of approximately $737,100 upon the later of the
Completion Date or when all of the available units in the Project have been rented o tax-credit qualified:
tenants, as lhat term is defined under Section 42 of the Code.

510 Incentive Management Fee. The Pantnership shall pay 1o the Managqing General Partner
the incentive Management Fee, if earned, on a quarterly basis.

5.1t Property Managemnal Savices.  The Parnership shall enter into an agreement for
property managemaent services wilth a propeity management company and pay a leg for such sevices
in amounts as are reasanable and customiuy, The services to be performed by the property management
company shall include, but ae ot onled ., operating the Project in a manner that wilk enable the
Partnership 1o qualify for the Maximum Annuoal LIFIC in each year, complying with all applicable rules and
requlations with respect to operations of the project, advising the Managing Generai Partner as to the
need for maintenance or capital improvements, and providing the Partnership with regular periodic reports

on the operations of the Project.

The property management company may be the Managing General Partner, an affiliale thereof,
or a shareholder of the Managing Generail Partner. The Parinership may nol enter into a property
management agreement with any Person who is not an afiiliate of the Managing General Parniner unless
the prior approval of the Limited Parlner has been oblained.

512  Termination of a Limited Panes’s Interest in e Partngrship. Subject to the provisions
ot Section 11, the Managing General Parlngr shall have the right Lo terminate a Partner’s interest in the
Partnership and to pay the terminated Partner the amounts called for in Section 11.

SECTION 6. ROLE OF LIMITED PARTNERS

6.1 Rights or Powers. Except as olherwise set forth in Seclion 6.2 hereof, each Limited
Partner shall have no rights or powers to take pan in the management and control of the Partnership and
its business and affairs.

6.2 Voting Rights. Each Limited Partner shail have the right to vote on the maters explicitly
set forth in this Agreement.

SECTION 7. BOOKS AND RECORDS

7.t Bogks and Records. The Partnership shali keep adequate books and records at its place
of business, setting forth a true and accurate account of aill business transactions arising out of and In
conneclion with the cenduct of the Partnership. Each Paitner shall have the right, at any reasonable time,
to have access to and inspect and copy the conents of such books or records. The Partnership is
authorized to keep its books and records in accordance with any recognized methoed of accounting
recommended to it by the Accountants,

7.2 Annual Beports. Within a reasonable period after the end of each Parntnership fiscal year,
each Partner shall be furnished with an annual report containing a balance sheet as of the end of such
fiscal year and statements of income, Partnars’ equity, and changes in tinancial position and a cash flow
statement for the year then ended.
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7.3 Tax Inforrmation. Necessary tax inlorrmation shall be delivered 1o each Partner after the

end of each fiscal year of the Partnership. Every effont shall be made 10 furnish such inlormation within
75 days after the end of each fiscal yoar.

SECTION 8. AMENDMENTS; MEETINGS

8.1 Amendmerits.
() Amandmets 1o thes Ageeement may be preposend Ly the Gonevad Parners of by

a Limited Partner holding ten parcent (%) or tote of e imled garnershup olerest o e Patnocstg,
Following such proposal, the General Panoes shall subnm (o sach Linded Pattnare aoverbatin statement
ol any proposed amendment, providing that counsel far the Paners) np sitvall have approved of the same
in wiiting as to torm, and the General Partners shall incluce in ay such submission a recommendation
asto the preposed amendment. The Generat Partners shall seek awritten vote and the General Parinas
may recjuire a response within a reasonabie time as spoecified i the notice, bul not less than 15 days, and
failure 1o respond in such time period shall constitute a vole which is consistent with the General Partiers'
recomimendation with respect to the proposal. A proposed amendment shalt be acupted and be ellective
as an amendmernt hereto il it receives the unanimons approval of afl Limited Pattners,

(L) Notwithstanding Section 8,1(a) hereol,

(i) This Agreement shall nod be amended without Lhe consent of each Person
adgversely alfecled it such amendment woukd (A) convert a Limited Partner's interest in the
Partnership into a General Partner's nterest, (B) mochly the lunited labilily of a Limited Partner,
or (C) alter the interest of a Parner in Prolits and Lozses or olher items, any Parinership
distributions or payment of any fees; and

(5i) This Agreement may be amended by the General Patners, withoul the
consent of any of the Limited Partners: (A) 1o add to the representations, dulies or obligations
of the General Partners or surrender any righl or power to a Lirmited Panner; (B) to cure any
ambiguily or correct or supplement any provisions hereol, o to make any other provision with
respect 1o matters or questions arising under this Agreement not inconsistent with the intent of
this Agreernent; and (C) to change any provision ol 1his Agreement requirad to be so changed
Ly the stalf of the Internal Revenue Service, Federal Reserve Board, Otfice of the Compisoller of
the Gurrency, Securities ar Exchange Commission, or other teceral or state agencies, which
change is deemed by sueh agency or official 1o be {or the benelit or protection of each Limited
Partner, provided that no amendment shall be adopled pursuvary to 1his Section 8.1 (D)) unless
the adoption thereot is for the benelit of or not adverse to the interests of each Limited Partner
and does not violate Section 8.1(b)(i) hereot.
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8.2 Meetings and Means of Voting.

(2 Meglings of the Fonners may b galled by the Managlg Genarad Paniner argd shialt
be called upon the written requist ol any Linatid Panneds) holding ten pereent (10%) o tore of the
limited pattnership interests in the Panneestip, The valt shalt state e natre of e business e b
ransacted. Notice of any such Mmachng sl Be given o all Pagners not 1ess tan Seven days nor more
than 30 days prior 1o the dale of such meeting. Partners may vole in porson or Dy prasy a1 such maeeting,
Whenever the vote or consent of Parnes is peomited o required under the Agreesent, such vote or
consent may be given at a meeting of Panners or may be given in accordance with the procedure
prescrived in Section 8.1 hereol. Except as olhierwise expressty provided in the Agreement, the alfirmative
vare of all ol the Limited Partners shall be tovpuireed,

() For the purpase of determining e Patnsers eotilled to vote On, Or o vole at, any
meeting of the Partners or any adjournment thereof, the General Parnners of the Partners recuesting such
meeting may fix, in acvance, a date as the record date for any such determination ol Limitecd Partners,
Such date shail not be more than §0 days nor fess than ten days belore any such meoeting.

{c) Each Limited Partner may authorize any Person or Persons (o aat lor him Loy proxy
on all matters in which a Limited Partner is entitled 1o participate, including waiving notice of any meaeting,
or voting or participating at a meeting. Every proxy must be signed by the Limited Partner or Dis atlorney.
in-fact. No proxy shall be valid after the expiration of six months rom the date thereof untess otherwise
provided in the proxy. Every proxy shall be revocable a1 the pleasure of the Limited Partner executing
it.

(d) Each meeting of Pariners shall be conducted by the Managing General Panner
or such other Person as the Managing General Partner may appoint pursuant to such rules for the
conduct of the meeting as the Managing General Pariner or such other Person deerms appropriate.

SECTION 9. TRANSFER OF PARTNERSHIP INTEREST

9.1 To evidence a Limited Partnar's interest in the Partnership, the Pantnership may issue
certificates of fimited partnership. The Managing General Partner shall maintain the records of the
Partnership so as to determine the identity of each Limited Partner and the percentage of inlerest held
by each Limited Partner.

9.2 Except as otherwise set forh in this Section 9, a Limited Partner shall not sell, assign,
transler, pledge or hypothecate all or any porlion of his interesl in the Partnership without the consent of
the General Partners, and none of the General Partners may sell, assign, transfer, pledge, or hypothecate
ali or any portion of their interest in the Parinership without the consent of all of the Partners, Any sale,
assigrument, lransfer, pledge, or hypothecation which does not comply with the provisions of this Section
9 shall be void and shall not cause or constitute a dissolution of the Partnership.

9.3 Each Limited Partner hereby represents and warrants to the General Partners and to the
Partnership that its acquisition of an interest in (he Partnership is made as a principal tor his aceount and
not for the account of others or with a view of Ihe resale or distribution of such interest without requiring
that such interests, or the acquisition, resale or distribution thereof, be registered under the Securities Act
of 1933, as amended, or any applicable securilies taw of the United States, any state or other jurisdiction,

9.4 Each Limited Partner agrees that it will not sell, assign, pledge, encumber, or otherwise

ransfer its interest in the Partnership, or any portion thereol, to any Person who does not meet or agree
to the representatives and warranties set forth in Section 9.2 hereof.
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5 Each Limited Partner hereby agrees that a legend 1o the effect of the following may be
placed upon limited partnership certificales issued to such Lirnited Parner representing the limiled
partnership interests to which such Limited Partner has subscribech

The Partnership taterest repesented by i decumoent have not been regstered under any
sqcurities laws and the tranglecstniny horooh s reslociod Me Feautnershigy Interestis) may nol be
sold. assigned pledged, encumitrerd of eansiored, oo will any assigoee, vendee, tanslere,
holder, bailee or endorsee horoat he recognized as Baving an interest in such Patnership
Interest(s) by the issuer for any Pupose, wiless (i) o raegisiation statement under the Securities
Act of 1933, as amended, wilh cespect o such Parnership nterest{s) shadl then be in elloct and
such transter has been gualfion andeor applicable stane secwitios ws, o unless i) the
availability of an exemplion from registradion and  gualdicanon shall e esiablished 10 the
satisfaction of counsel for the Fartnership,:

‘The Panneorship Intaresti(s) represented by this document are subiject to further restriclion as Lo
their sale, transferabilily, or assignment as set fosth in e Agresment of Limited Pannership and
agreed o by each Limited Partner. Tha restriction provides, amaong other things, that no vendee,
ransleree, or assignee shall beconme a Subwtituted Limited Partner untless consented o by the
General Panners.”

9.6 Exception. A Limited Partner may sell, assign, or transfer ils Partnership interest if all of
the following matters are satisfied: o

{a) Such sale, ansfer ur assigrment, when aggregated with any prior sales, ransfers
or assigniments of Partnership interests, doees not resull in a sale or exchange withirt a 12-month periog
of 80% or more of the tolal interest in 1he Partnership’s capital and profits within e meaning of Section
708({b) of the Code;

{b) Such Limited Panner and the proposed purchaser, transtereg, or assignee
executes, acknowledges, and delivers ta the General Partners such instruments of transler and
assignment with respect to such transaction as are in form and substance satisiactory to the General
Pariners;

(c) Unless the transfer is to the successars, assigns, heirs, devisees or legatees ol
a dissolved or deceased Limited Paitner or the interests are registered under the Securities Act of 1933,
as amended, and any applicable state securities law, such Limited Partmer clelivers 10 the Managing
General Partner an opinion of counsel satisfactory o the Managing General Partner that the inferests may
be sold in reliance on an exemption from such registration requirerments, it being the undersianding of
each Limited Pariner that neither the General Parners or the Partnership have any obligation or intenlion
to register he inlerests for resale under any federal or slale securities laws or 1o lake any action which
would make available any exernption from the registration requirements of such laws;

(d) Such Limited Panner certilies to the General Partnars that such sale, transter, or
assignment will not cause the application of the so-called “lax-exempt leasing rules' in Code Sections
168(9){1)(B) and 188(h), or similar rules, to the Partnership, Parnership Properly, or any Lirniled Partner:
and

{(e) Such Limited Partner pays the Parinership a transier fee which is sufficient to pay
all reasonable expenses of the Pannership, including legaf fees, in connection with such transaction.

It a sale, transfer, or assignment of a Partnership interest complies with the provisions of
this Section 9.6 but the Person acquiring the interest is not admitted as Substituted Limited Partner

04212101 38\Barteall,L1dParL Ay 20

67



pursuant 1o Section 9.7 hereol, such Person shall be enlitled to receive distributions and allocations with
Fespectlo such interest as set lorth in this Agreemennt, including Section 9.9 hereof, bul shali have no fight
to any inforrnation or aceouniing ol the alfairs of 1he Partnership, shall not be entitled to inspact the books
orrecords of the Pannership, and shall not be entitied to any of the rights of a Limited Partner under the
Act or the Agreament.

9.7 Subslituted Linited Patner. No Person taking or acquiring, by whatever means, the
interest of any Limited Partner in (he Pannership shall be admited as a Substituted Limited Partner
without the consent of the General Panners und unless such Person:

(a) Elects to become a Substiluted Limited Partner by delivering notice of such
election to the Partnership;

() Executes, ackriowledyges, and delivers to the Partnership such olher instruments
as the General Partners may deern necessary or advisable to effect the adimission of such Person as a
Substituted Limited Partner, including, withoul limitation, the written acceptance and adoption by such
Person of the provisions of the Agreemaent; and

(8} Pays a transfer fee to the Partnership in an amounl sufficient to cover aif
reasonable expenses connected with the acdmission ol such Person as a Substituted Limitad Partner.

The Managing General Pariner shall amend Exhibit A attached, hereto frorn time to time
1o reflect the admission of Substituted Limited Panners.

9.8 Successors, Assigns, Hairs Dovisees, angd Leqatees, The successors, assigns, heirs,
devisees, and legatees of a dissalved or deceasec| Liriled Partner, it applicable, shall have the rights of
a transferee of an existing or fiving Limiled Partner, subject to administration of such dissolved or
deceased Limited Partner's estate, and may become Substituted Limited Pariners in lieu of the dissolved
or deceased Limited Partner upon the consent of the General Partners and compliance with the conditions
of Section 9.7 hereof,

9.9 Ristributions_and Aflgeations in Hispect o _Transterred Partrership Interests, i any
interest is sold, assigned, or transierred during any accounting period in compliance with the provisions
of this Section 9, profits, losses, income, deduclions, credils, and gain, and all other items attribuable to
such interest lor such period shall be divided and allocated between the transteror and the transteree
by taking iMto account their varying interests dunng the period in accordance with Code Section 708(),
using any convenlions permitted by law and selected by the Managing General Parner. All distributions
on or belore the date of such transfer shall be fnacle to the transferor, and all distributions thereafter shali
be made to the transferee. Solely for purposes of rmaking such allocations and later than the end of the
calendar month during which it is given nolice of such transfer, provided that if the Partnership does not
receive a nolice stating the date such interes was tfransferred and such other information as the
Managing General Partner may reasonably require wilhin 30 days after the end of the accounting period
during which the transfer occurs, then all of such items shall be aliocated, and all distributions shall be
made, to the Person who, according 1o the books and records of the Partnership, on the last day of the
accounting period durinig which the transter oeeurs, was the owner of the interest, Neiher the Partnership
or the General Partners shatl incur any liability for making allocations and distributions in accordance with
the provisions of this Section 9.9, wheiher or not the Generat Partners or Partnership has knowledge of
any ltranster of ownership of any intarest.
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SECTION 10. GENERAL PARTNER

10.1 Cassmion. A Person shall coase 1o be a General Partner upon the transler ol its entice
interest in the Pacnership or upon its removal punsuint to Section 10.2 hereof, withdrawal in accordance
with Section 10.3 hereo!, the dissolulion of e corpanation or any ol the oo events sot forth in ACA
4-43-402, Upon the occurrence ol any sueh event, such Person or s transteree shall live the right to
receive distributions and allocations withs respect 1o iy Fartnesshup interest amd shall be reated as the
transferee of a Limited Parlner wilh e consent of e reaining Goenerad Partner (it there s no £RN@Niog
General Partner, then with 1he consem ol any General Painer(s) elected pursuant o Section HLS hereof),

102 Removal of a General Pastner. The Partners may remove LAH as General Partner at any
tirne upon a majority vote of all of the Parinership intereats, The Managing General Parner shall oniy be
removed for cause upon the two-thirds {2/3's) vote of the Panners representing ail of the Partnership
interests.

103 Withdrawal of General Parlnier. Upon 60 days notice 1o the Parners, a General Pariner
may withdraw as a General Partner al any time, provided that the General Padner delivers to the
Partnership an opinion of counsel 1o the effect thal such wilhdrawal will oo adversely atfect the

classification ol the Partnership as a partnershio for Federal incorme tax [BUM0SES,

104 Hight ol Remainirg G()ﬂera\f_E_E!_[I_['I_ﬁ‘_[._lgmgg?_fﬂqi'[_[l:{_l;__f-f‘; ership. b ihe event any person
coases 1o be a General Partner pursuant 1o Section 1001 hereol, the remaining Geoerat Partner, if any,
shall have the right and the power to continue the Parlnership and its busimess without dissolution.

10.5  Election of New General Partner(s). o the event any Person ceases to be a General
Pattner, and as a consequence theraof the Partnership has no General Partner, any Limited Panner may
nominate one or more Persons for election as General Partners, The election of a new General Partner
shall require the majority vote of all of the Linited Partners,

10.6  Consequences ol Withetrawal. Upon e withdrawal or removat ol a General Partner or
any additional or subslilute General Panner pursuant 1o 1his Section 10, the withdrawing or removed
General Partner shall be entitied to receive the greaier of the fair value of the withdrawing or removed
General Partner's interest in the Partinership or any posilive balance in its Capital Aceount, adjusted to
the date of its withdrawal, ai amounts owed it by the Partnership by reason of this Agreement or
Otherwise, and the fair market value of ai amourks which il wouid be entitled to receive if it remained as
a General Pariner.  The *lair value® of these interests shall be established in accordance with the
pracedures set forth in Seclion 10.7.

10.7 Aggui_.sﬂigp__Pg,i_t:_gwq_f__a_‘,gianeral Paringr’s nteresl. The term “fair value* shall be a price
equal to the liquidation value of such Partnership interest (he liquidations value being the amount
distributable in respect thereol were the Partnership Imimediately to sell all of its assets for cash in the
armount of Lheir aggregate fair market value, pay all of its debts, and distribute the balance as provided
herein) plus any Iees otherwise due the General Parner. Such amount shall be delermined as of a
converient current date {the "valualion date’) by agreement of the Parnership and the General Partner
or, failing such agreement, By a panel of three arbitrators cansisting ol one selected by each party and
the third sefected by the lwo thus appointed.  The costs ol arbitration will be paid by the Partnership.
Once the arncunt has been determined, the Patnership shail acquire such Pastinership imerest for cash
it such amount thereof, adjusied as hereinafier specifiet), The purchase price payable at closing shall
be the amount determined a herein before provided, plus, if closing takes place more than thirty (30) days
following the valuation date, an arnount calculated with interest Irom the thirty first (31st} day tollowing the
valuation date at the rate of twelve percent (12%) per annum or e maximum rate permitted by law, it
less. By virtue of such closing, the remaining General Pariner and each Limiled Partner shall susceed
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to the Pannership interest formerly held by the withdrawing or removed General Partner in proportion to
their respective interests in the Partnership,

SECTION 11, TERMINATION OF LIMITED PARTNER'S INTEREST DISSOLUTION AND WINDING-UP
OF THE ENTIRE PARTNERSHIP

11.1 Digsolution. The Partnership shall dissoive upon the first te ocour of any of the lollowing

avents:
(a) The expiralion ol the terrn of the Partnarship;
(o) The sale of all or substantially all of the Partnership Property;
(c} The election by the Managing General Partner, with the consent of all of the

Limited Partners, to dissoive the Partnership;

{ch The failure of the remaining General Pariner, f any, 1o continue the Partnership
and its business without dissolution pursuant to Section 10.4 hareof in the event any Person ceases o
be a General Partner pursuart to Section 10,1 hereol, or

(e) The failure to elect a new General Parner or General fartners in the event the
General Partner ceases to be General Partner pursuant 10 Seclion 10.1 hereol,

11.2 Winding_Up. Upon a dissolution of the Partnership, the General Partners or court-
appotnted trustee if there be no General Partner shall take full accoury of the Partnership’s liabilities and
Pannership Property and the Partnership Property shall be liquidated as promptly as is consistent wilh
obtaining the fair value thereol, and the proceeds lherelrom, 10 the extent sufficient therelor, shall be
applied and distributed in the following order:

{a) To the payment and discharge ol all of the Partnership's debts and liabitities (other
than those 1o the General Partners and Limited Panners}, including the establishmeni of any necessary
reserves,;

(D) To the payment of any debts, liabilities, and fees to the Managing General Partner;
and

(c} To the General Partners and Limiled Partners as follows 50% to the Managing
General Partner and 50% to the Limited Partners.

1.3 Compliance With Timing Requirements of Regulations. In the event the Partnership is
liguidated® within the meaning of Regulations Section 1.704-1 {b)(2)(ii} (g}, (a) distributions shall be made
pursuant to this Section 11 (if such liquidation constitiies a dissolution of the Partnership) or Section 4
hereof (if it does not) to the General Partners and | imitad Partners who have positive Capital Accounts
in compliance with Regulations Section 1.704. L) (2 (0 (2), and (b) if any Pariner's Capital Account has
a deficit balance (aher giving effect to all contributions, distribulions and atlocations for all taxable years,
including the year during which such liquidations accurs), such Partner shall contribute to the capital of
the Parthership the amount necessary to restorg such deticit balance to zero in compliance with
Regulations Section 1.704-1 {2 (BY(I). In the discretion of the Managing General Pariner, a pro rata
portion of the distributions that would otherwise be made to the General Partners and Limited Panners
Section 11 may be;
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] distabined t oo uost esiabhshod for the benehl of the Guiseral Parners and
Limited Pantners for the purposes ol bepictianng Panerstop assals, coBecting amaoits owed o tha
Fartnership, and paying a0y comtingen or urdoreseet lidilites or ubhgations of e Foatnershis o of the
General Parthers arising out of or in conneetion with the Pannership, The assers of any sueh trust shall
be distributed to e Genoral Patners andd cach Limited Partnor iom me W tme, in the reasonable
discretion of the Managing General Partier, i1 the samo propanions as thae amount gistributed 10 such
frust by the Partoershion would atherwise have been distributad 10 the General Partners and each Limited
Partner porsuant 1o this Agreemaoent: o

{t2) withheld 1o provicle @ reasonable reserve for Partnership habilities (confingent o
otherwise) and to reflect the onrealized Proctiore of any installnue abligations owaed tn (he Partnetship,
provided that such withheld wnownts shall e distiiiutecd to the General Parngrs and each LUmited Fanner
GS 800N 28 practicalHy

T4 Rights of Lirited Partners. Except as otherwise provided in this Agreemert, each Limited
Partner shall look solely to the assets of the Partnership for the return of its Capital Coniribution and shall
have no right or power to demand or receive property other than cash trom the Pannership. No Limited
Partner shall have priority over any other Limited Pariner as o the return of his Cagital Contributions,
distributions or allocations.

SECTION 12, POWER OF ATTORNEY

ey-byLact  Each Limited Paniner hereby makes,
constitutes and appoinis the Managing General Parner and each sucoessor Genera Fartner, with full
power of substitution and resubstitution, its truge arc lawtul atorneyn-lact for it and in its name, place
and stead and for its use and benefit, to sign, execute, cortify, acknowtedge, swear to, file and record (a)
this Agreement and all agreements, cedificates, instruments and other docurments armending or changing
this Agreement as now or hereafter amended which the Managing General Partner may deern necessary,
desirable or appropriate including, withour limitation, amendments or changes to reflect (i} the exercise
by the Managing General Partper of Ay power granted to it under this Agreement; (i) any amendrments
adopted by the Partners in accordance with the terms of this Agreement; (ili}y the admission of any
substituted Partner; and {iv) the dispasition by any Parner of its Partnership interest and (b) any
cediticates, instruments and documents as may be required by, or may be appropriate under, the laws
of the State or any other state or jurisciiction in which 1he Partnership is deing or intends to do business.
Each Limiled Partner authonzes each such alorney-in-fact 1o take any further action which such atlorney-
in-fact shall consider necessary or aclvisable in connection with any of the foregoing, hereby giving each
such auorney-in-fact full power and aulhority 10 do and perfarm each ancd every act or thing needed {o
be done in connection with the foregoing as lully as such Limited Partner might or could do personally,
and hereby raiifying and confirming all that any such attorney-in-tact shall lawfully do or cause to be done

by viriue thereof or hereof,

121 Managing Genaal Parner a5 Atlomey b F

122 Nature as Special Power. The power of atlerney granled pursuant to this Section 12;

{a) is a special power of attorney coupled with an interest and is irrevocabie;

{b) may be exercised by any such attorney-in-fact by listing a Limited Pariner
executing any agreement, cerificate, instrurnent or other document with the single signature of any such
atlorney-in-fact acting as anorney-in- fact tor such Limited Panners; and

(¢) shall survive the death, disability, legal incapacity, bankruptey, insolvency,
dissolution, or cessation of existence of a Limited Partner and shall survive the delivery of an assignmen
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by a Limited Pariner af the whole or a portion ol his interest in the Parinership, except that where the
assignment is of such Limited Partner's entice interest in the Partnership and the assignee, with the
consertt of the Managing Generai Partner, is admitted as a Subslituted Limited Partner, the power of
attorney shall survive the delivery of such assignment {or the sole purpose of enabling any such atterney-
in-fact to efect such substiution.

SECTION 13. MISCELLANEOUS

13.1 Nolices. Any notice, payment, demand, or communication required or permitted to be
giver by any provision of Ihis Agreement shall be in wriling and shall be deliverad personally to the
Person or to an officer of the Person 10 whom the same is directed, or sent by regular, registered or
certified mail, addressed as [ollows: it to the Partnership, to the Partnership at the address set forth in
Section 1.4 hereol, or 1o such other address as the Partnership may from time to time specily by notice
to the Partners; if 10 the General Partners, to such General Partner at the address set forth in Section 2.1
hereof, or o such other address as such Generat Partnier may from time 1o lime specify by notice to the
Partiners; if lo a Limited Partner, to such Limited Partner at the address sel lorth in Section 2.2 hereol or
on Exhibit A hereto, or o such other address as such Lirnited Partner may trom time to time specily by
natice to the Partnership, Any such notice shall be deerned o be deiiverad, given and received for all
purposes as of the date so defivered, if deliverad personally or il sent by regutar mail, or as of the date
on which the same was deposited in a reguiarly maintained recepacte for the deposit of United States
mail, if sent by registered or certified mail, postage and charges prepaid. -

132 Binding Effect. Except as otherwise provided in this Agreement, every covenant, term and
provision of this Agreement shatl be binding upon and inure to the benelit of the Partners and their
respective heirs, legatees, legal representatives, successors, translerees, and assigns.

13.3  Construction. Every covenant, termy, and provision of this Agreement shall be construed
simply according lo its fair meaning and not strictly for or against any Partner.

134 Time. Time is of the essence willh respect 10 this Agreement.

135 Headings. Section and other headings conlained in this Agreement are for reference
purposes only and are not intended to describe, interpret, define or #mit the scope, extent, or intem of
this Agreement or any provision hereol,

13.6  Severability. Every provision of this Agreement is intended to be severable. Jf any term
or pravision hereof is illegal or invalid for any reason whatscever, such ilfegatity or invalidity shall not affect
the vatidity or legality of the remainder of this Agreement,

13.7  Ingorporation by Relerence. Every exhibil, schedule, and other appendix attached 1o this
Agreement and referred (o herain is hereby incorporated in this Agreement by reference.

13.8  Additianal Docurnents. Each Pantner, upon the request of any General Partner, agrees
to perform all further acts and execute, acknowledge and deliver any documents which may be
reasonably necessary, appropriate or desirable to carry out the provisions of this Agreement.

13.9  Varigtion of Pronouns. Unless the context clearly indicates olherwise, where appropriate
the singular shall inciude the plural and vice versa and all pronouns and any variations thereof shall be
deemed 1o refer (0 masculine, fernining, or neuter, singular or plural, as the identity of the Person or
Persons may require.
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3.1 Governing Law. The laws of the Stale of Arkansas shall govern the validity of this
Agreement, the constroction of its terms, and the interpretation of the rights and duties of the Partners.

13.941  Waiver of Action for Partition. £ach of the Partners irrevocably waives any right that it may
have lo maintain any action for partition wilh respect 1§ any of the Partnership Property.

1312 Counterpant Execution. This Agreement may be executed in any number of counterparts
with the sare effect as if all of the Panners had signed the same document. Al courterpans shall be
construed togather and shall constitute one agreament,

1303 Loans. Any Padaer or A of o Panes iy, with the written consent of the Managing
General Partner, il or advance maney 1o the paninerstip,. 11 a General Parner or, with |he written
consent ol the Managing General Patner, any Limited Pariner shall make any loan or loans 10 the
Partnership or advance money on its bebalf, the amoun o any socht lodan or acvance shall not be treated
as a conlribution to the capital of the Partnership bul shall be a debt tae from the Partnership. The
amount of any such toan or advance by a lor whing Panner or Aflilinte of a Parther shall be repayable oul
of the Pannership’s cash and shail bear inlerest at o rate Nl in excess of Ihe maxiinum rate permitled
Ly law. None of the Partners or their Allliates shall b obitgaled 1o make any loan or advance to the
Partnership.

13.14  Sole and Absolule Discretion Except as otherwise provided in 1hus Agreement, all actions
which any General Panner may lake and all determinations which a General Panmertiiay make pursuant
10 this Agreement may be taken and mace at the sole and absolule discretion of the General Partner.

{THE REMAINDER OF THIS PAGE HAS BEEN LEFT BLANK INTENTIONALLY.]
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IN WITNESS wi- TEREOF, the parties have ente
deem il o be effactive as of March 1, 199g,

Atlest

(S sl 2\0!00\Blrleoll,UdPlrLAgr

-‘ )/i Cinanel, | ]/}) Z.L,dftdé

red into this Agreement of Limited Partnership and

GENERAL PARTNERS

AARON'S, IN('.:.- Lt

e | -~ //’7
( o / / ,////

”Y( '..m...:.-. // [ I / k.,..:..—\-\....;,._ -
Pm 1 Ivnl

LEND-A-MAND, ING.

LIMITED PARTNER

FIRST NATIONAL BANK OF FORT SMITH

@/\L& 7 Q@/uﬁ
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EXHIBIT “a

TO

AGREEMENT OF LIMITED PARTNERSHIP

OF

BARLEE PROPERTIES I LIMITED PARTNERSHIP

Name and Address
of General Partners

AARON'S, INC.

c/o Ermnest R, Coleman, Sr.
P.O. Box 3945

Fort Smith, Arkansas 72913

LEND A HAND, INC,

¢/o Jane Goss, Executive Director
4301 Yorkshire Drive

Fort Smith, Arkansas 72904

Name and Address
of Limited Partner

First National Bank of Fort Smith
P.O. Box 7
Fort Smith, AR 72902

TOTAL

04212\0138\Bnrlecll.leParl.Agr

FPorcentage

07%

03%

Date of
Percentage Payments

99.90% 08/207/98
08/15/98
07/15/98
08/15/98
08/15/98
10/15/98
11/15/98
12/15/98
01/15/99
02/15/99

100%

Initial
Capital
Contribution

¥ 187.00

10.00

Initial
Capitat
Contribution

$443,375
141,656
133,047
136,347
136,347
136,347
136,347
136,347
136,347
337,580
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Memorandum

To:  Ray Gosack, City Administrator
From: Wally Bailey, Director of Development Services
Date:  9/20/2012

Re:  Industrial Land Use Amendments — Appendix A
Unified Development Ordinance

After receiving several questions concerning land uses permitted in the Industrial land uses, the
planning staff conducted research and reviewed the land uses allowed in the Industrial zoning districts
within Appendix A of the Unified Development Ordinance.

We compared the uses allowed in the previously existing ordinance, contacted the Chamber of
Commerce for assistance with manufacturing designations/descriptions and we spent time as a staff
reviewing land uses based on the questions we receive. We also examined some of the conditional uses
and recommended changing many from conditional to permitted uses.

The proposed amendments expand, broaden and add more clarity for land uses permitted in Industrial
zones. We presented this information to the Planning Commission at the September 11, 2012, meeting.
We did not receive any negative comments regarding our recommendation. The Planning Commission
voted 9-0 to recommend the amendments to the Board of Directors.

An Ordinance will be presented to The Board of Directors at the October 2, 2012 regular meeting.
Before the regular meeting, we will present the amendments for review at the September 25, 2012
study session. We will be prepared to discuss the amendments with the Board in more detail at the
study session.

All changes are highlighted on the attachment. Strikethrough indicates a deleted text. Underline
indicates new text.

Please contact me if you have any questions.
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Appendix A

Fort Smith Use Matrix

-

Districts

RE3
RE1

RS-1

RS-2 |=
RS-3 |Z

P = Permitted Use, C = Conditional Use

, A= Accessory Use

P
i

»
n
P
w
fRs-4 |o

Size or density restrictions for any use ma

y be noted in the district

Residence or Accommodation

Private Household |

Single Family building

Accessory residential dwelling unit

Detached

Duplex

Structure

Guest house

Manufactured home

Mobile home park

Mobile home subdivision

Row house [

Zero lot line dwelling unit

Multifamily (apartments/condominiums)

Community residential facility

Group home, family

Group home, neighborhood

Homeless shelter

Orphanage

Transitional dwelling

Housing for the Elderly

Assisted living

Retirement housing

Hotels,

Motels, or other Accommodations

Bed and breakfast inn |

Dormitory, sorority, fraternity

Hotel/motel | [

Rooming or boarding house

General Sales or Services

Automobile Sales or Service

Auto and vehicle dealer |

Auto & vehicle impoundment or holding yard (no salvage)

Auto and vehicle towing (wrecker)

Auto auction | [

Auto body shop and paint (new parts)

Auto detailing service |

Auto glass, muffler, and seatcover shop

Auto parts and accessories sales

Auto quick lube

Auto repair |

Auto repair or assembly (salvage parts)

Boat or marine craft dealer [

2 Rrs-5

RSD-2

DP-2§

>0 7T

RSD-3

DP-3D

>7T T

bad

&

AC

AE

AF

RM-2 |2

RM-3 |®

RM-4 |o

RMD |-

C-1

C-2

C-3

I-1

T RSD-4

&

MF-3{M

E2S
kS
P
5]

T|RH

.2,

C-1

C-2

c-3

Llc-a
Sles
Slc-e

1-1,2

I-3

&|I-3

>0 T

>0

> 0|

>(T0|T

>(T|o

>»>TVTVD

oo

0|70|0|T

T0|70| (T

0|70|0|0|0|V(O(O|T(>T T

Q0|

0|0

o

hellel

Relle)

oo

TU|T

0|0

O |00

o |00

O] |00

oo |O|T

o|oO|T oo

0(o|0O|T

0|0

0|TO|T

o(o|O|T

0(0|T|T|T|O

o

o "U‘U'U"U'D'D'U'UI'UI'U

It vivlDID D|D|TDID D

0

U UIDIVIDITDID U(TD|TID T

Fort Smith
1

Use Matrix
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Appendix A

78

RE3
RE1
RS-1
RS-2
RS-3
RMD

Districts

5

1
g
55
G-
c-6
I-1
-2

2IRs-4
2 RS-5
 RSD-2
RSD-3
P RSD-4
7 [RM-2
RM-3
T|RM-4

L2
[=]
5
&
(=]

P = Permitted Use, C = Conditional Use, A = Accessory Use R-1

»
n
Pl
©

2{mF-3]m 1,2,

-

Llc-4

o
(4]
N
E|-3

Car wash - full service

Car wash self-service

Gasoline service station

oo

Motorcycle or ATV sales & service

Tire sales |

(edipe i)

Truck stop/travel plaza

O|T|0|T|T|T
0| T|V|0||0

Heavy Consumer Goods Sales or Service

Agricultural equipment and supplies (sales & service)

Appliance repair - (Large)

Appliance repair (Small)

Bus, truck sales and service

T|0|T|T
Tivivio |[Olvlo o
Ioioivio

Clothing and personal items (repair)

Commercial,industrial machinery & equipment (sales & service)

o
o
I

Department store, warehouse club or superstore

Computer and software shop

Electronics and appliances (new)

Electronics and appliances (used)

Floor, paint, wall coverings, window treatments

Furniture or home furnishings (new)

Furniture or home furnishings (used)

0|00 0|70

Furniture repair and upholstery shop

Greenhouse (sales)

el

Hardware store

0|7V 00000V |O VOO0 TOTO

Hardware store (neighborhood)

Home improvement center

Lawn and garden supplies

Locksmith | _

T 07T
T|0|0

Lumber yard and building materials

To|7T|Dlo|vID T|T|TIT q,?i‘ui‘ul‘u

1o

Mall or shopping center |

Manufactured home and mobile home sales and service

T|T

Qil and gas equipment (sales and service)

Sand, gravel, stone, or earth sales and storage

10 Tio

Swimming pool sales and supply store (w/o storage yard)

Truck or tractor sales and service facility

elnliel

TlD T(O|T

'Ui |'O'Ui'D o
Io

Durable Consumer Goods Sales or Service

Bait and tackle shop

Bicycle sales and service

Iolo

Bookstore

Bridal shop

Cameras, photographic supplies and services

Clothing, jewelry, luggage, shoes, accessories

el nvny

Gift shop [ T _

0|0| 0|0 o|O

Sewing machine store (sales & service)

0|(0(0|0|T|TVO

T0(0(T0|0|0|T(T|T
T0|T|TV|T0|T0|T|T|T
0|00V TVTO
T|T0 0 TVTOTV OO

Fort Smith
2
Use Matrix
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RE3
RE1
RS-1
RS-2
RS-3
RSD-2
RSD-4
RM-2
RM-3
RMD

Districts

-2

T|rs-4
2 RS-5
o
3
[2*)
S RSD-3
T RSD-
T|RM-4
T|RH
.
C-1
c-2
c-3

M 1.2

[
]

P = Permitted Use, C = Conditional Use, A = Accessory Use

z
7
n

R-3 DP-4iM

o
N
=
L
()

rzajc-1jc-2

A|I-3

Sporting goods, toys, & musical instruments

0|
|9
o|0|C|c-4
o|v|%lc-5
o|v|§[c-6

Thrift store |

Consumer Goods, Other

Antique shop |

Art dealers, art studio, galleries, supplies

TV 10|
v O
0 0T
00|
0 70|

Arts and craft shop

elinelinviine)
0|00

Flea market (indoor)

olo

Flea market (outdoor)

Florist shop P PlP

Hobby shop P PlP

To(o(To
0|00
(T

Office supply store

Pawnshop |

roro )

Pawnshop (no outside storage)

o

0|0

0|0
T0|70|70|T0(T0|T
oo

Tobacco shop | P

Grocery, Food, Beverage, Dairy

Bakery or confectionery shop P P

Beer, wine and liquor store (with drive-through)

Beer, wine and liquor store (without drive-through)

Convenience store (with gasoline sales)

Farmer's market

Fruit and vegetable store

|0l ©U|o

Grocery store or supermarket

o|o|o|v|0|T|0|T
U|v|v|o|o|o|T|T
o|o|v|ov|o|v|v|v
o|o|v|o|v|o|T|T
U|ov|v|v|o|v|T|T

il
o

Neighborhood store

Health and Personal Care

Cosmetics, beauty supplies, and perfume stores P

Medical appliance services

Io

Optical shop |

0|0

0|T0|T|D
T0|T0|0|T
0|T0|T|T
0|T0|0|T
0|TO(T(o

Pharmacy or drug store

Finance and Insurance

Auto insurance claims office

Automatic teller machine |

Bank, credit union, or savings institution

Credit and finance establishment |

Fund, trust, or other financial establishment

Insurance office [ [

TMTUVTVTTVTTUT
0|T|0|0|T(T
T0|70|T|(0|0(0|T
T0|70|70|(0|0(0|T
0|70|T0|0|0(0|T
T0|70|0|(0|0(0|T
T0(T0|T|0(0|T

T0|T0|0

Investment banking, securities, and brokerages

Rental and Leasing |

Auto (rental and leasing)

Commercial, industrial machinery & equipment
Consumer rental center | PPl P

00|

Ioio
(medine]

TID U|O ‘11;‘11?2535;-:;17

Oil and gas field equipment

o
)

Video, music, software | PlPIPlPIP

Business, Professional, Scientific, and Technical Services

Fort Smith
3
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Appendix A
ol =l sl ]2 3] w0 M ﬂ..D.v M Nl @ T o

' h h - h - ol | vl ©

Districts dlelelelelel2|el g elzlzlz]2| 8 |o|dd|3]8]8]|z]xe

P = Permitted Use, C = Conditional Use, A = Accessory Use R-1| R-2| R-3| R-4 | R-6 |DP-2|DP-3|DP-4|MF-2{MF-3|MF-4| R-5| H [r1,23C-1|C-2|C-3|C-4|C-5]|C6(I-1,2 -4

Professional Services

Abstract services PlrplPlPlP[P =]
Accounting, tax, bookkeeping,payroll plrplPlPlP[P =)
Advertising and media services PlrlPlPlP|P P
Architectural, engineering | plrPlPlP|P|P P
Carpet and upholstery cleaning PlP P
Consulting services | plrliPlPlP|P P

Extermination and pest control

o}

Graphic, industrial, interior design PP

Investigation and security services

Janitorial services

Legal services | Ple[P

0|T|TV|0 0 0VTV|O|OTO|T

pelinclipelins]
V|0|0(o
0|70|T0|To

Medical laboratory

Medical laboratory (no animal research/testing)

o | ®

c|c|c|cC
Offices, corporate plPplPIPlP|P[P|P
Offices, general pPlplPlPlPlPlP|P
Property management services (office only) plelPlPlPlPlP|lP
Real estate agency | _ PlP PIPIPIPIP
Travel arrangement and reservation services P|P plPlPlP]P

Administrative Services |

Business support services PlrplPlPlPIPIP|P
Collection agency| PlPpIPIPIPIPIPIP
Employment agency PIPIPIP
Employment agency (day labor) P
Facilities support services | PIP|P [ Pl P
Office and administrative services PIlP|P P Pl P

P P:] P

Telemarketer/call center

Food Services

|Bar or tavern

Beer garden

Catering service

lieliel
lielisl T|ToT
llelhy
00|

Food distribution center

Mobile food services

0|0

Restaurant | P C

Restaurant (with drive-in services)

Restaurant (with drive-through services)

Restaurant (with outdoor dining)

0|l
[@llviinelins]

Vending

0|00 |T|D

Personal Services

Bail bonds office

Io

Barber shop/salon/spa/massage services P 9]

0|

Laundry (commercial/industrial) I

Io

Laundry and cleaning facilities (self-service) P

v v| |oT| |V O|volYlvlwOOIv |TID VTlTIDT 'ul'u'U'u'ulq;ﬂ;i'uv'ul'uvl'uvl'ul‘ul'ul'u

Fort Smith
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Tattoo/body piercing parlor

Appendix A
™ |l N| @ | © M M M N T o
blal ol bl bl o ozl o g v ©
Districts glElelglglelelelelezlzlzl2lE - SIS 38|82
P = Permitted Use, C = Conditional Use, A = Accessory Use R-1| R-2 | R-3 | R-4 | R-6 |DP-2|DP-3|DP-4[MF-2|MF-3|MF-4| R-5| H [11,2, c-2|c3|c4|C5|C6|l1.2 -4
Laundry, cleaner _ PIPIPIP P
Laundry, cleaner (drop-off station) PlPIPIPlPI|P
Photocopy shop PIPIPIP|IP|E
Photography studio P PIPIPIPIPIP
Printshop | PIPIPIPIP|P
Shoe repair shop P plPlPlPlPIlP
Tailor shop | P PIP[P|P[P[P
Tanning salons [ clplrPlPlP|P
PIP|P]P
PIP|IP]|P

Weight loss centers

o

Pet and animal services

Animal and pet services (indoor)

o
)
0
")

Animal and pet services (outdoor)

o

Animal shelter |

Equestrian facilities

Kennels

Pet cemetery

I© ©|v|vIvID
IOl vjvivio

Pet shop

Pet supply store

Veterinary clinic (no outdoor kennels)

o(OO|0
0|00
00|00
0|0|T

Veterinary clinic (with outdoor kennels)

0|0|T|T|O|T
T0|T|TID O|V|0|0(T|T

Ioiolo

Automobile Parking Facilities

|Parking garage

Parking lot (commercial)

| Parking lot (off site)

0|00
T|TT|T
T|(T|0
vlolo T|TID
vloiT

Manufacturing and Wholesale Trade

Food, Textiles and Related Products

Animal food processing

Clothing manufacturing

Food and beverage processing

lnvliel
o0

Leather and allied products

Textiles [

Tobacco manufacturing

T0V|TV|V|V|T(TT

0|T

Wood, Paper and Printing Products

Cabinet and woodwork shop

o

Furniture or home furnishings

Manufacturing, boxes/containers/corrugated

Paper and printing materials

Iololo

Wood products manufacturing plant

V|0IDID T|T
To|UIOID U|T

Chemicals, Metals, Machinery, and Electronics Mfg.

Acid manufacturing _ _

Asphalt or concrete batching plant (permanent)

0|

Fort Smith
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Appendix A

82

RE3
RE1
RS-1
RS-2
RS-3
RMD

Districts

I-2

Y RSD-2
RSD-3

n
o
2
[#]
% RSD-4
b
RM-2
RM-3

=
"
i8]
=
T
&
5
T |RM-4

?|Rs-4
5 RS-5
1

T|RH
o

Llc-1
c-2
o

C-4
c-5
Slc-e

P = Permitted Use, C = Conditional Use, A = Accessory Use c-2|c3|Cc4|C5 11,2

A
KN
2
n
o]
&

r.2,

T
(5]

Chemicals, plastics and rubber industry

Electrical equipment, applicance and components mfg. P

Explosives manufacturing

Foundary or metal-works facility
Laboratory (manufacturi
Machine, welding, or sheet metal shop

Tlo

Nonmetallic manufacturing

Petroleum and coal products

Pharmaceutical manufacturing P

ol O 'nl'ulq_; vle

Refinery

Tire retreading

Miscellaneous Manufacturing

Auto manufacturing

o

Barge and ship manufacturing

Boat manufacturing [

Dolls, toys, games, musical instruments

Jewelry and silverware |

Manufacturing, batteries

Manufacturing, fibergass

o ©TT

Manufacturing, foam pr

IoioiD °|D|D

Man ring, h
Manufacturing, light
Man ring, medium

Io

Manufacturing, mo rives, and generators

| Office supplies| P

TioIOITD

Wholesale Trade Establishment

Durable goods| PP

Electrical, plumbing, heat & air conditioning

T(TO|T

Nondurable goods | PP

o|vlo mmmwmmmmunvvv vouonnmvbvmim

0|TU|T

Warehouse and Storage Services

Auto salvage yard |

Building materials salvage yard

Bulk petroleum storage

Container storage P

Mini storage warehouse E

Packaging and distribution center
Petroleum distribution facility
Portable storage Unit P

Vehicle storage yard P

T0|(TV|TVIO T DT

Warehouse |

'U'U'Dlg'u'ul'u )
nmmmvmmﬁvv

Transportation, Communication, Information and Utilities

Transportation Services

[Airport | | P

B
o

Fort Smith
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83

Districts

RE3
RE1
RS-1
RS-2
RS-3

I-1

C-5

RSD-2
¥ RSD-3
E RSD-4

RM-2

RM-3

=

7

n

=

n

L]

=

2lrMmD

T|RH
.
c
G2
c-3
C-4

®
2
~n
»
w
?|rRs-4
¥ RS-5
7 |RM-4

o
v
%)
o
[
=]

P = Permitted Use, C = Conditional Use, A = Accessory Use m.23c1|c2[c3|c4

(9]
3]

-

N

Bus station and terminal |

Courier and messenger services C|P|P

el
|0|Hlc6

Ferry boat facility

Heliport _ AlA

Limousine service

Mail services clclPlP

| o|>
To >

Marina |

Motor freight terminal

Moving and storage

Moving company

'U'U'U'D'U|'U'U'U'UO

Pipeline transportation

Port facility |

Rail transportation

Taxicab service

'U'U'U'U'U-U‘U'uﬁ;"a'uv'ulnapz

)
oo

Communications and Information

Commercial communication towers clcjclcjc]jcjecjecjecjcjcjcecjc]ce CcCJC

o

Data processing facility | C

0|70|T
0|T0|T

Motion pictures and sound recording studios

(o0

Printing commercial/industrial |

Telecommunications and broadcasting studios P|P

T(0|0|0|0
0(0|T

Utilities and Utility Services [

o o 0|70(T

Amateur radio transmitting towers c|jcjcjcjcfcjcjc|clcjc|c G|l G| PIP
Electric power plant m_

(@lh]

Hazardous waste treatment and disposal

Incinerator |

Nuclear power plant

Radio, television, and microwave transmitting towers cC|P|P

Recycling center _

Recycling collection station ciCc|cC

o0
o ujvo

Sanitary landfill

Solid waste collection

Utility shop, storage yard or building

Utility substation [ cfcjcljc|jcljcjcfjc|c|c|cjcljcjcjcyjc|jcjcjicj|c

0|0

Wastewater treatment plant

mvnnnwvno@pnv o|o|o| |o| 1o o|v|vro o|o|voe o|lvvio|E |3

T0|T|T|T

Arts, Entertainment, and Recreation |

Performing Arts or Supporting Establishments

Drive-in theater

Movie theater |

Performance theater P

To(T|T

Carnival or circus (temporary with permit) P|P

T0|TV|T

Fairground/rodeo ground |

0| 0|T|T|O

Museums and Other Special Purpose Recreational Institutions

[Historical or archaeological institution| | | P

Fort Smith
7
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Appendix A

Districts

RE3
RE1
RS-1

RS-2

P = Permitted Use, C = Conditional Use, A = Accessory Use

i

»
n
P|rs-3
T|rs-4

Museum [ [

Zoos, botanical gardens, arboreta

Amusement, Sports, or Recreation Establishment

Amusement center (indoor)

Amusement center (outdoor)

Convention/Event center

Bingo parlor | [

Casino gaming business

Country club |

Dance hall/night club

Private club

Race track

Fitness, Recreational Sports, Athletic Club

Bowling alley | |

Community recreation center

Driving range (outdoor)

Golf course | _
Pistol Range (Indoor)
Health club

Fitness studio

Indoor Games Facility

Miniature golf course

Pool hall _

Sexually oriented business (see Ft. Smith Muni. Code Sec.14-141)

Skating rink | [

Sports complex/athletic field

Swimming pool
Water park

Camps, Camping, and Related Establishments

Camps, camping, and related establishments

Natural and Other Recreational Parks

Park or playground (public and nonpublic)

c

Education, Public Administration, Health Care and Other Institutions

Educational Services| [

College, university, or seminary

c

O

Fine art and performance education

Library or public arts complex

Nursery school

Preschool |

Primary and secondary school

0|00

0|00

O|0|0(0

00010 |0
o000 (O
o000 |O

School, business professional

School, technical or trade |

Public Administration - Government

2 RS-5

o000 O

© RSD-2
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Appendix A
[} ™| < w .0_ o‘w Am. (]
ol = T2 F]®] ol ol a - ® 0
Districts elele|e|eel e g e 2| 2| | 513 8] 3| 8| S]] e
P = Permitted Use, C = Conditional Use, A = Accessory Use R-1| R-2| R-3 | R-4| R-6 |DP-2|DP-3|DP-4| R5| H c1|c2|c3|c4|C5|C6[1-1.2] 3] I-4
Criminal justice facility c|c|c
Detention facility c|C|[C
Government office PI|PIP|P|P]|P|eP
Public Safety | [
Emergency response station el Pl PRl RIRPLEEl P PIR
Fire and rescue station cjcjcjcfcjcjec|cjcy|c CIRIPIRPIRIRLIR]RIRIR
Police station | clclclclclclB i c]c
Police substation (no incarceration) cjcjcjecjecjcjcy|cyjcjc P P PR R R P P

Health and Human Services |
Community health and welfare clinic
Diagnostic laboratory testing facility
Doctor office and clinic |
Hospice residential care facility
Hospital _
Mental health hospital
Nursing home |
Substance abuse treatment facility
Social Assistance, Welfare, and Charitable Services
Child and youth services (office)
Day care Home (12 or less) cjcjcjcjcjcjcy|c|c
Day care center
Community food services
Emergency and relief services
Family support services
Senior citizen center
Vocational rehabilitation
Religious Institutions

Church, synagogue, temple, mosque cjcjcjecjcjcjcyjc)c

|Rectory, convent, monastery [
Note: educational/hospital facilities owned or run by
religious institutions are classified by use not ownership
Wedding chapel
Death Care Services |
Cemetery, mausoleum, crematorium, funeral home, & mortuary
Monument (manufacturing)
Monument (sales) |
Associations, Nonprofit Organizations

[Lodge or fraternal organization
Construction-Related Businesses
Contractor's office |
Contractor's shop and storage yard
Glass sales and service
Landscaping contractor
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|Sign contractor| [

Appendix A
Y 2T | »f =
| Tl Q213 2]alalal @ 23I|a
s Ol olalolbleldlalalalslsls|2|z pl ] Il i | ~
Districts rlre|cleleg|ld|le|le|léd|lé|leg|le|le|ld|led]-lolololo gi | 3L
P = Permitted Use, C = Conditional Use, A = Accessory Use R-1| R-2| R-3| R-4 | R-6 |DP-2|DP-3|DP-4|MF-2|MF-3{MF-4| R-5| H [1,2,3 c-4 12| I3
*U

)

Mining and Extraction Establishments

Coal mining

Metallic mining

Non-metallic manufacturing and mining

|Agriculture, Forestry, Fishing, and Hunting

| Grain storage and processing

Stoekyard Liv k yard, feed lot, holdil and auction facility

| Commercial grower _ 7

Tanning and Slaughtering of Animals or Fowl

| Animal slaughter and processing |

(9] 'U|O|'U o|lolO| |OEI-3

O [PIO O] |00

Note: Section 4-5 of the Fort Smith Municipal Code prohibits

the collection or keeping of hogs or swine within the

Fort Smith city limits |

Forestry and Logging

Fishing, Hunting and Trapping, Game Preserves

Taxidermy shop

_ _
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Smltth MEMORANDUM

September 21, 2012

TO: Mayor and Board of Directors

FROM : Ray Gosack, City Administrator

SUBJECT: 2013 Budget

Preparation of Fort Smith’s 2013 operating budgets is well
underway .
revenue estimates have been prepared, and meetings are occurring
with each department to review their budget requests and make the
adjustments necessary to present balanced budgets that are iIn
alignment with the board’s goals and the community’s needs.

Departments have submitted their budget requests,

Key Assumptions. We’re preparing the 2013 budget with these key

assumptions.

The recovery from the Great Recession will continue to
be modest. Retail sales will grow slightly, due mainly
to inflation. New home construction and other
construction will continue at reserved paces.

Costs for employee health coverage will increase by
approximately $850,000 in 2013, half of which is in the
General Fund. The iIncrease is due to the intentional
cost lowering initiated in 2010 to draw down the fund
balance. The draw down ends In 2012 as originally
predicted, which necessitates a return to higher
allocations for 2013.

The 2013 budget will include new programs for the fire
and parks departments. These programs will account for
the use of revenues from the 1/4% sales tax approved by
voters in March. These separate budgets will provide
greater transparency for reporting on delivery of the
promises made during the campaign.

The General Fund balance at the end of 2013 will be
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7.5%, which is below the goal of 15%. We prepared the
2012 budget with an anticipated balance of 8.0% and
project ending the year with a balance of 17.5%. We
typically end the year iIn better condition than what
was budgeted.

| The Water & Sewer and the Sanitation Funds will have
reserves of at least 15%. The Street Maintenance Fund
will have an anticipated reserve of 7.5%.

Revenue Estimates. Prior to reviewing expenditure requests, Kara
Bushkuhl and 1 prepared revenue estimates. Below is a discussion
of each major operating fund’s revenues.

General Fund General Fund revenues for 2013 are projected
to be $4.7 million or 11.5% higher than 2012.
This increase is due to the voter-approved
1/4% sales tax for fire and parks. Those
revenues are earmarked for specific purposes
and projects, and won’t help with other parts
of the General Fund budget. Excluding this
revenue source and the temporary fire dept.
staffing grant, 2013 General Fund revenues
are .2% (two-tenths of 1%) higher than 2012.

Street

Maintenance The principal revenues in the street
maintenance fund are property taxes and motor
fuel tax from the state. These revenues are
projected to increase $40,800 or .7% (seven-
tenths of 1%) In 2013.

Water & Sewer Water and sewer revenues are projected to
decline by $1,062,000 or 2.7% due to
decreased consumption and the end of the Van
Buren water true up payments received in
2012.

Sanitation Revenues in the sanitation fund are projected
to decrease $164,000 or 1.3%. This is due to
the anticipated residential rate reduction of
$1.10 per month effective July 1, 2013. The
rate reduction is a result of the decision to
provide automated service citywide. Other
sanitation revenues are projected to be
similar to 2012 revenue amounts.

Departmental Budget Meetings. Meetings with each department to
review the 2013 spending requests will be concluded on September
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24t The finance staff will input the budget changes to
determine the status of achieving the targeted fund
balances/contingencies. Adjustments will continue to be made
until we reach balanced budgets.

Board Budget Meetings. The proposed 2013 budget will be
presented to the mayor and board at the November 6 board
meeting. The board’s budget review meetings are scheduled for
November 13, 15 and 19 at 6:00 p.m. in the police station
community meeting room. A light dinner will be available at 5:30
p-m. each evening.

CONCLUSION

Preparing a governmental budget involves deciding how to
allocate available resources. Allocations of resources should be
strategic policy decisions which are in harmony with the city’s
comprehensive plan and other goals.

For the 2013 budget, we will prepare for the board’s
consideration a recommended budget which balances revenues and
expenditures. Inevitably, many worthwhile budget proposals can’t
be funded. The recommended budget will present the staff’s
recommendations for a fiscally sound budget which meets as many
of the community’s needs and board’s goals as possible.

— &70/
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2013 BUDGET GOALS

Enhancing communication with citizens through social
media and other forums.

Improving citizen service by providing customer service
training for employees.

Enhance services for the homeless by supporting
construction and operation of a homeless campus.

Provide additional recreation opportunities by planning
and constructing 2 softball fields and aquatics center
at Ben Geren Park; a softball tournament complex at
Chaffee Crossing; and a riverfront soccer complex.

Improve the accountability and performance measurement
of our budget by including key performance indicators
for all departments.

Continue advocacy of the Interstate 49 project by
lobbying AHTD, federal and state legislators and the
Federal Highway Administration.

Plan for Fort Smith’s future by updating the
comprehensive plan — Vision 2025 Plan.

Initiate and develop economic growth strategies to
increase the job market with higher paying jobs as well
as support the construction of the regional iIntermodal
freight facilities and Interstate 49.

Enhance Fort Smith’s appearance and curb appeal through
beautification and other efforts to stimulate quality
of place and community pride.
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