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Executive Summary
2020 has been a transitional year for the Portsmouth Housing Authority (PHA). For several years
the PHA has been inactive, with too few appointed Commissioners serving. This prevented the
PHA from operating as required under RIGL Title 45-25. The most recent PHA agenda found on
the RI Secretary of State website is dated March 27, 2018 (see Att. (e)). No further official
correspondence, agendas, minutes, or other public information is available.
Since this 2018 meeting no further evidence of any official activity or actions from the PHA can
be found. In this same timeframe complaints from Quaker Manor/Quaker Estates residents grew
significantly, and were brought to the attention of Senator Jim Seveney, RI District 11, which
includes this public housing property. After numerous meetings, correspondence, dialogue and
research with the residents, HUD, RI Division of Elderly Affairs, RI General Assembly Constituent
Services, and former members of the PHA… it became clear that fundamental management
problems had developed and had to be addressed.
The Portsmouth Town Council responded quickly once it was determined that several members
of the PHA had resigned long ago, and that the PHA Board of Commissioners was essentially
defunct, and could not produce a quorum (3 of 5) from the remaining active Commissioners.
Three new commissioners were appointed in October: Jim Seveney, Terri Cortvriend, and Gary
Gump. Combined with Micholas Credle, appointed in January and Ronald Harnois, in July, the
PHA now operates with a full Board for the first time in several years. Since then, the PHA Board
of Commissioners has met twice (11/21 & 12/21) to restart the public housing oversight
processes called for under § 45-25 & 45-26, and begin identifying the issues and actions needed
to resolve them.
Happening in parallel to reconstruction of the PHA, HUD (oversight authority for the federal
subsidized housing programs supporting Quaker Manor/Estates operations) was working to
resolve the problems they were having with property management agent Coastal Housing
Corporation. After a series of Notices of Violation (NOVs) were issued over the previous two
years (unbeknownst to the Town), HUD required a change in management agent for the
properties. After successful review by HUD, Phoenix Property Management (current manager of
Anthony House) was approved to replace Coastal as Quaker Manor/Estates property manager,
starting January 1, 2021.
With submission of this annual report the PHA Board of Commissioners attempts to provide the
Town of Portsmouth a baseline level of historical context, definition of Portsmouth public
housing organizational constructs and infrastructure, issues, and a perspective on future plans
and actions to ensure this key element of our community, home to many of our most vulnerable
senior citizens, remains a viable, safe and comfortable housing option well into the future.
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1. Background/History of the PHA
The PHA was created by the Portsmouth Town Council in the late 1960’s by the authority granted
under Rhode Island State Law (RIGL) § 45-25-7 - Establishment and incorporation of authority.
Title 45 of RIGL establishes Housing Authorities as autonomous agencies holding broad authority
for management, acquisition, and operations. They are defined under § 45-25-3 as:
"Authority" or "housing authority" means a public body and a body corporate
and politic, organized in accordance with the provisions of chapters 25 and 26
of this title for the purposes, with the powers, and subject to the restrictions
established in chapters 25 and 26 of this title.
In June of 1969 the property now known as Quaker Manor was transferred to the PHA to be used
for public housing projects. Quaker Manor was developed and remained under ownership of the
PHA, operated by a management agent as subsidized housing for the elderly and disabled under
HUD regulation. This circumstance remained unchanged until 2017. Membership of the PHA
Board of Commissioners changed several times over this period, but the management agent,
James Dilley, remained in place throughout much of the period 1969 to 2017. He also served as
the appointed “Executive Director” of the PHA Board.
Sometime between October 2017 and mid-2018, Dilley retired as management agent and PHA
Executive Director, and Rachel
Kelley took over. In this same
period, the activities of the PHA
Board all but ceased entirely.
There was some question on
who was still actually serving on
the PHA Board. A search of the
RI Sec State open government
database shows their last
meeting took place on March
27, 2018. There are no further
indications of PHA Board
activity until the newly
appointed
Board
began
Source: Secretary of State (ri.gov)
meeting in November 2020.
It should be noted that minutes from these previous PHA Board meetings did not shed much light
on what actually happened. In fact, most of the SecState posts did not include any associated
meeting minutes.
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This brings us to current circumstance. The Portsmouth Town Council, once it became clear there
were still vacancies on the PHA Board of Commissioners, acted in October to appoint three new
members and bring the Board to full membership. The Board as it sits today with five members
is brand new. Our first meeting was November 16, 2020.
There were several factors indicating there were issues at Quaker Manor and Quaker Estates; 1)
there was a large and growing number of resident complaints about management over the
previous two years, culminating in a number of police calls to the property last summer, 2) the
non-responsiveness to residents (and anyone else) by management, specifically Executive
Director Rachel Kelley, 3) the observable degradation of the material condition of the property,
and 4) numerous concerns raised by HUD. (see Attachment (e))
So, with this history as a backdrop, the newly re-formed PHA Board of Commissioners began
meeting to identify corrective actions, and establishing plans to resolve the issues. Details are
available in our agendas/minutes which are posted to the RI SecState and Town of Portsmouth
websites. The Board will continue meeting monthly until further notice.

(a) Description of the Quaker Manor/Quaker Estates Properties
The PHA has oversight authority over the public housing stock in Portsmouth. This consists of
two specific properties:
•

Quaker Manor. The original property acquired by PHA in 1969 and developed as public
housing, operated under HUD regulation as subsidized elderly/disabled housing. Quaker
Manor includes five separate buildings for a total of 40 units/apartments, and the central
office building. The ownership status and HUD project designation changed in 2016/17
as described in the following sections.

•

Quaker Estates. This property, adjacent to and west of Quaker Manor, was acquired by
RI Housing Corp (now Coastal Housing Corp) in 2001 and developed into four buildings,
Quaker Estates I, II, III, IV which house a total of 33 units/apartments. Each of these
buildings are separately incorporated. Quaker Estates shares the use of the central office.

(b) Coastal Housing Corporation
Coastal Housing Corporation was created in 1995 (then named “Rhode Island Affordable Housing
Corporation”). It subsequently merged and formally changed its name to Coastal Housing
Corporation in 2001. Coastal Housing became an instrumentality of Portsmouth Housing
Authority in 2015. It is an IRS 501(c)3 nonprofit corporation. (Source: RI SecState website)
Between 1969 and 1995 the PHA managed the Quaker Manor properties through Executive
Director Dilley. Dilley was the principal of RI Affordable Housing when it took over management
agent responsibilities in 1995.
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In June 2001 additional property (Quaker Estates) adjacent to Quaker Manor was purchased by
RI Affordable Housing Corp, which continued as management agent operating both properties.
Later that same year, in December, they became Coastal Housing Corp., and were recorded in
our tax records as the owner (see Att. (f)). Dilley retained both his appointed position with PHA,
and President of the new Coastal Housing in 2001.
Then in October 2017 Quaker Manor ownership and management status changed when it was
transferred to a newly formed entity called Quaker Manor LLC. This transfer was made to
facilitate application for a HUD program called “Rental Assistance Demonstration” (RAD) for
Quaker Manor. The details of this transfer are described in Quaker Manor LLC Operating
Agreement with the PHA and HUD (see Atts. (b), (c) & (d)).

(c) Coastal Housing Corp as Management Agent of the PHA
Coastal Housing describes itself as “an instrumentality of Portsmouth Housing Authority” in its
corporate description. Generically, this means Coastal is an “agent” of the PHA. And in this
context that is correct as they have acted as the management agent operating the Quaker
Manor/Estates housing for years. However, the nature of this role is more clearly defined in the
Operating Agreement of Quaker Manor LLC of March 4, 2016 (Att. (d)) which establishes a new
ownership structure of the Quaker Manor property. The following excerpt from Page 1 of this
agreement is provided here:
THIS AGREEMENT, made and adopted as of March 4, 2016 (the "Agreement"), by
TOWN OF PORTSMOUTH HOUSING AUTHORITY, a body corporate and politic
organized pursuant to the Municipal Public Building Authorities law set forth in
Rhode Island General Law 45-50-1 et. seq. as amended, and maintaining a
principal place of business at 2368 Main Road, Portsmouth, Rhode Island 02871,
the sole member (hereinafter referred to as the "Member"), owning one hundred
(100%) percent of the membership interests (the "Membership Interests") of
Quaker Manor, LLC, a Rhode Island limited liability company (the "Company").
This new operating agreement was created to facilitate qualification of the Quaker Manor for
HUD’s Rental Assistance Demonstration (RAD) program. This was important because HUD
approval as a RAD project opened the door to private loan funding. Quaker Manor was
approaching 45 years of age, and in need of much maintenance, repair and update. With the
subsequent HUD approval as a RAD project, in October 2017 Quaker Manor borrowed $1.22M in
commercial loans to fund the needed work. This is further elaborated in the next section (d), and
the loan details are included in Att. (f).
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(d) Relationship with US Department of Housing and Urban Development (HUD)
Quaker Manor and Quaker Estates originally operated as federally subsidized affordable housing
for the elderly (62+) and disabled under HUD oversight and regulatory authority. HUD provided
vouchers for a portion of the rent, and the residents paid the balance based on income level. The
properties were operated as non-profit businesses, operated by the management agent, Coastal
Housing Corp. Under this HUD program the properties did not qualify for any HUD back loan
programs.
By 2015 the original housing units comprising Quaker Manor were more than 45 years old, and
in need of significant repair and upgrade. So, the PHA presumably approved (there isn’t any
record of a vote/decision to be found) application for HUD’s Rental Assistance Demonstration
(RAD) program. This entailed changing the status of Quaker Manor to private, for-profit Section
8 (low income, no age limits) subsidized housing. Hence the change transferring the property
from the PHA to Quaker Manor LLC in 2016. The reason for doing this was this new entity could
qualify for HUD’s RAD program, which would allow for HUD-backed commercial borrowing for
specific infrastructure improvements, maintenance and upgrade of affordable housing. Quaker
Manor applied for the RAD program and was approved by HUD. Quaker Manor LLC then
borrowed $1.22M from a commercial lender in 2017.
Further, for the Quaker Manor LLC finances to work with the new debt service obligations, the
Town of Portsmouth had to levy real estate taxes at the same level as when Quaker Manor was
operated as non-profit. To accomplish this, the LLC was established with one member, owning
100% of the company... the Portsmouth Housing Authority. Under this structure a real estate
PILOT was established. This is the subject of the 2016 letters (Att. (b)) from Executive Director
Dilley to the Town.
What’s become apparent in the ensuing two years is operating expenses of Quaker Manor, with the
additional mortgage costs of $83,292.36 per year, were significantly understated, resulting in negative
cash flow. The severity of the financial circumstances are still not clear. Coastal Housing managers have
not submitted required finance reports to HUD, resulting in the NOV’s issued over the past 18 months
(Att. (e)).
One of these NOV’s required Coastal to step down as management agent, a replacement management
agent Phoenix Properties was approved by HUD in December 2020, and has begun reviewing the material
condition, financial status, and construction contract progress.

2. PHA Membership Status and Changes in 2020
2020 has been a transformational year for the PHA. Prior to Town Council action in October to
appoint a full Board of Commissioners (five as required under §45-25-10), the PHA was essentially
an inactive body. It had not met since March of 2018 (last recorded agenda posted to RI SoS
website). Through separate actions in 2020 the Town Council appointed a new PHA Board of
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Commissioners: Micholas Credle – January, Ronald Harnois – July, and Jim Seveney, Terri
Cortvriend and Gary Gump in October.
With this full complement of new appointees, the PHA Board of Commissioners met in November
for the first time in over two years.

3. Summary of Meetings Held in 2020
Until the Town Council acted to appoint a full complement of members to the PHA Board of
Commissioners in late October there had been no PHA meetings held in 2020. Since then, the PHA has
met twice. Both meeting were conducted remotely via Zoom:
•

November 16, 2020: This was our first meeting and much of it was focused on organizational
decisions:
- Appointed Jim Seveney as chair
- Appointed Terri Cortvriend as vice-chair
- Appointed retired magistrate Charles Levesque as PHA legal counsel
- Established a regular meeting schedule – monthly on 3rd Monday at 7pm
- Established PHA meeting rules of order – Roberts Rules (Abbreviated)
- Organizational overview of Coastal Housing Corp, property holdings and HUD
relationships
- Established an annual reporting process to the Town of Portsmouth as required by RIGL
§ 45-25-31
- Implemented a public comment forum for residents, citizens, other interested parties as
part of the regular agenda

•

December 21, 2020: Continued our dialogue on organizational relationship between PHA, Coastal
Housing and HUD. Discussed the impending change in management agent to Phoenix Property
Management on January 1, 2021. Invited guest Mr Michael Packard, Pres. of Phoenix attended
the meeting and briefed the PHA on his initial transition plans to take over operations
management of Quaker Manor and Quaker Estates housing.

Additional detail on these meetings can be found in our full meeting minutes which are available on the
SecState and Town of Portsmouth websites.
We have scheduled our first meeting in 2021 for January 25th, at 5:30pm.
The PHA Board is grateful for the support of the Portsmouth Town Clerk, and appreciates the help
provided in using the Town’s Zoom link, and hosting PHA public documents on www.portsmouthri.com.

4. Significant Issues
For many years the Portsmouth Housing Authority and its management operations at Quaker
Manor and Quaker Estates went without significant issues. As an autonomous legal entity
established under state law, the PHA was not under municipal purview and was largely left to its
own cognizance.
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Then early in 2018 a number of resident complaints were made related to management,
condition of the property, and other concerns on operations. These complaints were forwarded
to HUD’s Boston office as it was unclear where else management concerns could be reported.
HUD did respond and met with Coastal Housing Corp to attempt to resolve the problems.
The complaints and problems continued, and grew over the next two years as previously
described above in Section 1. After the police calls increased this past summer, a residents
meeting was held in late June, including the Police Chief, state senator and Coastal Housing
managers. It became clear that genuine problems did exist, were worsening, and that there was
nowhere to go with them. It became equally evident that the Housing Authority was inactive and
not conducting any oversight over the management agent. This circumstance led to the Town
Council action to re-establish full membership of the PHA.
From the foregoing activities, and more recent investigations and dialogue pursued by the newly
appointed PHA, the following summary list of issues is identified.
1. Material condition of the properties is poor, and deteriorating. There has been
little financial reporting by Coastal Housing managers, and the status of the
contract repairs/upgrades funded by the commercial load, is unknown.
2. HUD concerns with Coastal Housing management non-compliance with federal
regulations.
3. Financial condition and viability of Quaker Manor LLC is a concern since
transitioning to the RAD program and taking on significant long term debt
obligations. A financial audit is underway, being conducted by Phoenix
Properties, and we expect to receive a complete financial briefing in due
course. We are concerned there are cash flow issues which will be challenging
to resolve.
4. Coastal Housing management non-responsiveness… action has been taken to
resolve this issue with a replacement management agent approved by HUD Phoenix Property Mgmt. This happens on January 1, 2021.
5. Resident concerns and growing frustrations with living circumstances.
6. Over the past 30 years the individual organizational identities between PHA,
the management agents/companies, and overlapping duties of the executive
director led to ill-defined and muddled oversight by the PHA… leading to much
confusion on who’s in charge, by what authority, and with what responsibility
for management outcomes and issues.

5. Goals and Objectives for 2021
Initially, the PHA goals must focus on resolving the immediate issues identified in the previous
section while ensuring the safety, comfort and wellbeing of the residents of Quaker Manor and
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Quaker Estates. That said, our highest priority objective is to help ensure the successful transition
and operations of the new management agent, Phoenix Property Management. Obviously, it will
be their expertise and actions that will lead to problem resolution and a quick return to smooth
operations, satisfied residents, and long-term financial stability.
Over a year ago Coastal was required by HUD to find a suitable replacement management agent.
This came as one of the “cure” conditions included in a “Notice of Violation” issued by HUD for
non-compliance with financial reporting requirements. Coastal identified Phoenix as a potential
replacement and this past December HUD issued formal approval for them to take over both
Quaker Manor and Quaker Estates as of January 1, 2021. Phoenix has been reviewing the Quaker
Manor/Estates situation for several weeks, and have begun a unit-by-unit physical inspection of
the properties. That is ongoing as of this writing.
As reported in Section 3, the President of Phoenix, Michael Packard, joined the PHA at our
December Board meeting and briefed us on his initial impressions, his company’s background
and experience in public housing (which is extensive), and potential plans for the future of Quaker
Manor specifically. He specifically mentioned the management emphasis he puts on resident
satisfaction and good relations. We look forward to working with Phoenix, and will do everything
possible to facilitate their success as the new manager. Right now that is our best path toward
resolution of the issues confronting us.
Other goals include:
•

Offer a consistent public forum for residents and other concerned citizens to voice
their issues

•

Establish a more transparent and proactive working relationship with the Town of
Portsmouth
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6. Attachments/Supporting Documents
(a) Dilley Email of 11/5/2018 Responding to Portsmouth Town Clerk Questions
ClerkOffice
Rachel Kelley
Monday, November 05, 2018 2:59 PM
ClerkOffice
FW: Portsmouth Housing Authority/Coastal Housing Corporation Contact
Update

From:
Sent:
To:
Subject:
Hi Jennifer—

Here is some information from our Executive Director, James Dilley, regarding our Board.
Let me know if you have any further questions!

Thank you,

Kelley

Director of Multifamily
Programs
Coastal Housing
Corporation
401-683-3173 ext. 2
401-682-2130 fax

From: James Dilley <jdilley@portsmouthhousing.org>
Sent: Monday, November 5, 2018 2:41 PM
To: Rachel Kelley <rachel@portsmouthhousing.org>
Subject: RE: Portsmouth Housing Authority/Coastal Housing Corporation Contact Update
Rachel,
Portsmouth Housing Authority no longer administers any HUD programs. The public housing program
was eliminated
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October 26, 2017 when Quaker Manor was converted to a project-based rental assistance property
owned by Quaker Manor, LLC. That conversion was accomplished under HUD's Rental Assistance
Demonstration (RAD) initiative. Quaker Manor is now owned by Quaker Manor, LLC. Only two public
housing authorities in Rhode Island have successfully completed the RAD conversion; they are
Pawtucket and Portsmouth.
The Section 8 housing assistance program was transferred to Rhode Island Housing effective January 1,
2018. Portsmouth Housing Authority and Rhode Island Housing were both administering the program in
Portsmouth. HUD funding provided for program administration was significantly less than what HUD
said was required to operate the program. Some years that allocation dipped into the mid-60% range of
funding needed to operate the program effectively. Therefore the Board of Commissioners of
Portsmouth Housing Authority approved transfer of the program to Rhode Island Housing which has
greater administrative resources.
Rhode Island General Laws require public housing authorities to include one or more residents of public
housing developments on their board of commissioners. Portsmouth Housing Authority no longer has
public housing units in its inventory. Therefore a resident commissioner is not required on the
Portsmouth Housing Authority board of commissioners.

1
The executive director is secretary of the board of commissioners, but he or she is not a member of the
board.
The board of commissioners holds an annual meeting in July of each year.
Coastal Housing Corporation is a private nonprofit entity.
Commissioner Cathy L. Bonneau and her husband have sold their home in Portsmouth and moved to
Florida. That position is vacant. Presently three commissioner positions are vacant. In previous years,
Portsmouth Housing Authority has proposed qualified individuals for appointment as commissioners.
The remaining board members are interested in identifying potential candidates.

Jim

From: Rachel Kelley <rachel@portsmouthhousing.org>
Sent: Monday, November 5, 2018 12:07
To: James Dilley <idilley@portsmouthhousing.org>
Subject: FW: Portsmouth Housing Authority/Coastal Housing Corporation Contact Update

Hi Jim,
The Portsmouth Town Hall's Clerk's office is looking for the information on our Board members.
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I am not sure how you want me to update her with our 2 different Boards — I am thinking she
only needs the info. for the Portsmouth Housing board?

Thanks!

Rachel Kelley

Director of Multifamily
Programs Coastal Housing
Corporation
401-683-3173 ext. 2
401-682-2130 fax

From: ClerkOffice <clerkoffice@portsmouthri.com>
Sent: Monday, November 5, 2018 9:23 AM
To: Rachel Kelley <rachel@portsmouthhousing.org>
Subject: RE: Portsmouth Housing Authority/Coastal Housing Corporation Contact Update

Thank you, Rachel for your response. These are the members we currently show for your board.
We have put an ad in the paper for all the boards who are looking for members including yours.
You must have one person who lives on the property to be a member. Since Norma Silvia passed
away the position has not been filled. Also, is John Dilley still the Executive Director?
Jennifer West
2
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(b) Letters of Explanation to Town of Portsmouth on RAD Conversion of Quaker Manor to
Quaker Manor LLC
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(c) HUD Rental Assistance Demonstration (RAD) Project Agreement with Quaker Manor
LLC – executed October 16, 2017
Prepared By and After Recording Return To:
Reno & Cavanaugh, PLLC
455 Massachusetts Ave, NW
Suite 400
Washington, DC 20001
Attn: Megan Glasheen, Esq.
Rental
Assistance
Demonstration
Use Agreement

U.S. Department of Housing

OMB Approval No. 2502-0612

and Urban Development
(Exp. 04/30/2020)
Office of Housing
Office of Public and Indian housing

Public reporting burden for this collection of information is estimated to average 1 hour per response,
including the time for reviewing instructions, searching existing data sources, gathering and maintaining
the data needed, and completing and reviewing the collection of information. Send comments
regarding this burden estimate or any other aspect of this collection of information, including
suggestions for reducing this burden, to the Reports Management Officer, Paperwork Reduction Project
(2577-0276), Office of Information Technology, U.S. Department of Housing and Urban Development,
Washington, D.C. 20410-3600. This agency may not collect this information, and you are not required to
complete this form, unless it displays a currently valid ONB control number.
This Rental Assistance Demonstration Use Agreement (hereinafter called the "Agreement") is made as
of October 19, 2017, for the benefit of and agreed to by the United States Departrnent of Housing and
Urban Development, acting by and through the Secretary, his or her successors, assigns or designates
(hereinafter called "HUD") by Quaker Manor, LLC, a Rhode Island limited liability company ("Project
Owner").
Whereas, Rental Assistance Demonstration (hereinafter called "RAD") provides the opportunity to test
the conversion of public housing and other HUD-assisted properties to long-term, project based Section
8 rental assistance to achieve certain goals, including the preservation and improvement of these
properties through access to private debt and equity to address immediate and long-term capital needs.
Whereas, Quaker Manor, LLC is the fee owner of the real property described on Exhibit A (the
"Property"), upon which is or will be located improvements owned or to be owned by Project Owner
receiving assistance converted pursuant to RAD, which project will commonly be known as Quaker
Manor (the "Project'). The Project will contain 40 dwelling units, of which 40 ("Assisted Units") are
subject to a RAD Housing Assistance Payment contract, as the same may be renewed, amended or
replaced from time to time ("R_AD HAP contract").
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Whereas, pursuant to the Consolidated and Further Continuing Appropriations Act of 2012 (Public Law
112-55, approved November 18, 2011, as amended from time to time, the "RAD Statute"); and the
corresponding PIH Notice 2012-32, rev-2, as amended from time to time, and any successor document
and/or regulations (hereinafter called the "RAD Notice"), which
this
incorporates by this
reference, the PHA and/or the Project Owner, as applicable, has agreed to encumber the Property and the
Project Owner has agreed to operate the Project in accordance with this Agreement in exchange for
HUD's Agreement to execute or permit the execution of the RAD HAP contract and the assistance
provided thereby;
Whereas, in accordance with the RAD Statute and RAD Notice, except as otherwise agreed in writing by
HUD, this Agreement is to be recorded superior to other liens on the Property, run until the conclusion of
the initial term of the RAD HAP contract, automatically renew upon each extension or renewal of the
RAD HAP contract for a term that runs with each renewal term of the RAD HAP contract, and remain in
effect even in the case of abatement or termination of the RAD HAP contract for the term the RAD HAP
contract would have run, absent the abatement or termination.
Now Therefore, in consideration of the foregoing, conversion of assistance pursuant to RAD, provision
of rental assistance pursuant to the RAD HA_P contract and other valuable consideration, the parties
hereby agree as follows:
1.
Definitions. All terms used in this Agreement and not otherwise defined have the same meaning as
set forth in the RAD Notice.
2.
Term. The initial term of this Agreement commences upon the date this Agreement is entered into
and shall run until the conclusion of the initial term of the RAD HAP contract. The RAD HAP contract is
effective for 20 years. Unless otherwise approved by HUD, this Agreement shall remain in effect through
the initial term of the RAD HAP contract and for additional periods to coincide with any renewal term of
the RAD HAP contract or any replacement HAP contract. It is the intention of the parties that the RAD
HAP and this Agreement shall each renew upon the completion of its initial term. Therefore, this
Agreement shall remain in effect until a release is recorded as contemplated by Section 8. Such release
shall be the evidence of the non-renewal of the HAP Contact, of
the determination not to execute a
replacement HAP contract and of the termination of this Agreement. This Agreement will survive
abatement of assistance or termination of the RAD HAP contract unless otherwise approved by HUD.
3.
Use Restriction and Tenant Incomes. The Assisted Units shall be leased in accordance with the
RAD HAP contract, including any applicable eligibility and/or income-targeting requirements. In the case
that the RAD HAP contract is terminated prior to the completion of the term or renewal term, if applicable,
of this Agreement (by way of illustration and not limitation, for breach or non-compliance), for the
remainder of the term of this Agreement new tenants leasing the Assisted Units (except if any of the
Assisted Units is a HUD-approved manager unit) must have incomes at or below 80 percent of the Area
Median Income (AÄ.'II) at the time of admission ("Eligible Tenants"). Additionally, rents for such Assisted
Units must not exceed 30% of 80% of the AMI for households of the size occupying an appropriately sized
unit. Notwithstanding the foregoing, in the event the Project Owner so requests and is able to
demonstrate to HIJD's satisfaction that despite the Project Owner' s good faith and diligent efforts to do
so, the Project Owner is unable either (1) to rent a sufficient percentage of Assisted Units to Eligible
Tenants in order to satisfy the restrictions in this paragraph, or (2) to otherwise provide for the financial
viability of the Project, HUI) may, in its sole discretion, agree to reduce the percentage of units subject to
the restriction under this paragraph or otherwise modify this restriction in a manner acceptable to the
Project Owner and HUD. Any such modification of the restrictions listed in this paragraph shall be
evidenced by a written amendment to this Agreement executed by each of the parties hereto.
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4.

Survival. This Agreement will survive foreclosure and bankruptcy.

5.
Fair Housing and Civil Rights Requirements. The Project Owner and its agents, where applicable,
shall ensure that the Project complies with applicable federal fair
housing and civil rights laws,
regulations, and other legal authorities, including those identified at 24 C.F.R.
5.105.
6.
Accessibility Requirements. The Project Owner and its agents, where applicable, shall ensure that
the Project complies with all applicable federal accessibility requirements under the Fair Housing Act and
implementing regulations at 24 CFR Part 100, Section 504 of the Rehabilitation Act of 1973 and
implementing regulations at 24 CFR Part 8, and Titles Il and Ill of the Americans with Disabilities Act and
implementing regulations at 28 CFR Parts 35 and 36, respectively.
7.
Restrictions on Transfer. HI-JD has been granted and is possessed of an interest in the above
described Project. Except as authorized below, the Project Owner and, if a party hereto, the PHA, shall not
transfer, convey, encumber or permit or suffer any transfer, conveyance, assignment, lease, mortgage,
pledge or other encumbrance of said Project and/or Property or any part thereof without prior written
consent of HUD. Notwithstanding the foregoing, HUD hereby authorizes (a) leases in the normal operation
of the Project, (b) subordinate liens contemplated by a RAD Conversion Commitment executed in
connection with the Project, whether such liens are recorded concurrent with the recordation of this Use
Agreement or recorded subsequent hereto (such as permanent financing to replace construction-period
financing), and (c) conveyance or dedication of land for use as streets, alleys, or other public rights-of-way
and grants and easements for the establishment, operation and maintenance of public utilities. Except as
otherwise approved in writing by HUI), any lien on the Project and/or Property shall be subject and
subordinate to this Agreement. Unless this Agreement is released by HUD, any transferee of the Project
and/or Property shall take title subject to this Agreement. In the event of a default under the RAD HAP
contract including, without limitation, upon any transfer of the Property or Project without HUD consent,
upon expiration of any applicable notice and/or cure periods, HUD may transfer the RAD HAP contract
and the rental assistance contemplated therein to another entity and/or Property and/or Project. The Project
Owner has constituted HUD as its attorney-in-fact to effect any such transfer.
8.
Amendment or Release. This Agreement may not be amended without HUD consent. This
Agreement shall remain as an encumbrance against the Property unless and until HUD executes a release
for recording. This Agreement may only be released by HUD in its sole discretion. In the event that the
RAD HAP is, in accordance with all applicable laws and RAD program
requirements, not renewed or replaced, HUD shall not unreasonably fail to provide such a release upon
the completion of the applicable term of this Agreement.

Enforcement. In the event of a breach or threatened breach of any of the provisions of this
Agreement, any eligible tenant or applicant for occupancy within the Project, or the Secretary or his or her
successors or delegates, may institute proper legal action to enforce performance of such provisions, to
enjoin any acts in violation of such provisions, to recover whatever damages can be proven, and/or to obtain
whatever other relief may be appropriate.
9.

Severability. The invalidity, in whole or in part, of any of the provisions set forth in this Agreement
shall not affect or invalidate any remaining provisions.
10.

11.
Conflicts. Any conflicts between this Agreement and the RAD HAP contract or any other
applicable HUD program requirements shall be conclusively resolved by the Secretary.
12.
Execution of Other Agreements. The Project Owner and, if a party hereto, the PHA, agrees that it
has not and will not execute any other agreement with provisions contradictory to, or in opposition to, the
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provisions of this Agreement, and that in any event, the provisions of this Agreement are paramount and
controlling as to the rights and obligations set forth and supersede any other conflicting requirements.
13.
Subsequent Statutory Amendments. If revisions to the provisions of this Agreement are
necessitated by subsequent statutory amendments, the Project Owner and, if a party hereto, the PHA, agrees
to execute modifications to this Agreement that are needed to conform to the statutory amendments. At
HUD's option, HUD may implement any such statutory amendment through rulemaking.
14.

Lender Provisions.
A. Nothing in this Agreement prohibits any holder of a mortgage or other lien against the Property or
Project from foreclosing its lien or accepting a deed in lieu of foreclosure. Any lien holder shall give
HUD, as a courtesy, written notice prior to declaring an event of default. Any lien holder shall
provide HUD concurrent notice with any written filing of foreclosure filed in accordance with state
law provided that the foreclosure sale shall not occur sooner than sixty days (60) days after such
notice to HUD. The Notice to HUD may be personally delivered or sent by U.S. certified or
registered mail, return receipt requested, first class postage prepaid, addressed as follows:
U.S. Department of Housing and Urban Development
451 7th Street SW, Room 9100
Washington, DC 20410
Attention: Office of the Assistant Secretary for Housing - Rental Assistance Demonstration

B. Notwithstanding any lien holder's foreclosure rights, this Agreement survives foreclosure and
any new owners of the Property or the Project take ownership subject to this Agreement.
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Transfer of title to the Property or the Project may be grounds for termination of
assistance under the RAD HAP contract. However, HUD may permit it, through prior written
consent by HUD, the new owner of the Property or the Project to assume the RAD HAP
contract, subject to the terms included therein, or enter into a new HAP contract. Any HUD
consent to continued HAP assistance is subject to the R.AD Statute and other RAD program
requirements.
D. Each entity interested in purchasing the Property in a foreclosure sale administered
under state foreclosure law may submit a written request to HUD to continue RAD HAP
contract assistance in the event of such entity's successful acquisition at the foreclosure sale.
Such request shall be submitted by the latter of ten business days after first publication of the
foreclosure sale or 60 days prior to such foreclosure sale.
15.
Successors and Assigns. This Agreement shall be binding upon the Project Owner and, if a party
hereto, the PHA, and all future successors and assigns of either with respect to any portion of the Property
or the Project.
In Witness Whereof, these declarations are made as of the first date written above.

DEPARTMEN
DEVE
By:

Thomas R. Davis
Director, Office of Recapitalization

Before me, /'tn,u P . U" , a Notary Public in and for the District of Columbia on this day of Ocroøee. , 2017, personally appeared Thomas R. Davis, who is
personally known to me to be the person who executed the foregoing insüument by virtue of the authority vested in him by the Department of Housing
and Urban Development, and did acknowledge the signing thereof to be a free and voluntary act and done on behalf of the Secretary of Housing and
Urban Development for the uses, purposes and considerations therein set forth.
PROJECT OWNER:
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QUAKER MANOR, LLC a Rhode Island limited liability company By: Town of Portsmouth Housing Authority Sole Member By:James

E. Dilley, Executive Director State of Rhode Island ss:County of Newport On this2017, before me a Notary Public in and for said County
and State, residing therein, duly commissioned and sworn, personally appeared James E. Dilley, proved to me on the basis of satisfactory
evidence to be the Executive Director of the Town of Portsmouth Housing Authority, Sole Member of Quaker Manor, LLC and the person who
executed this instrument on behalf of Project Owner. In Witness Whereof, I have hereunto set my hand and affixed my official seal the day and
year in this Certificate first above written. (Seal)

(Notary Public)EXHIBIT

A — Property

Subject to this RAD Use Agreement

That certain parcel of land, with all buildings and improvements
thereon, situated in the Town of
Portsmouth, Rhode Island consisting of Unit 1 of that certain
Land Condominium created by
Declaration of Condominium of Portsmouth Housing-Quaker IV
Condominium dated October 8, 2008 and recorded in Book 1344,
page 71 of the Land Evidence Records of the Town of Portsmouth.
Together with the respective undivided percentage interest in
and to the Common Elements as set forth in the Portsmouth
Housing-Quaker IV Condominium, under Declaration of Condominium
dated October 8, 2008 and recorded in Book 1344, page 71.

3CeS Eh'S?

D
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Town of Portsmouth Housing Authority, a public body and a body corporate and politic organized by corporate charter pursuant to Section 45-26 ofthe
Rhode Island General laws, for consideration paid and in full
ofthe amount of $10.00 and ofller consideration, hereby grants to Quaker
Manor, LLC, a Rhode Island limited liability compmy, with mailing address of 2368 East Main Road, Portsmouth, RI 02871That certain parcel of
land, with all buildings and improvements thereon, situated in the Town of Portsmouth, Rhode Island consisting of Unit 1 of that certain Land
Condominium created by Declaration of Condominiun of Portsmouth Housing-Quaker IV Condominium dated October 8, 2008 and recorded in Book
1344, page 71 of the Land Evidence Records ofthe Town of Portsmouth.

Together with the respective undivided percentage interest in and to the Common
Elements as set forth in the Portsmouth Housing-Quaker IV Condominium, under Declaration of Condominium dated October 8, 2008 and
recorded in Book 1344, page 71.
I, James E. Dilley, Executive Director of Town ofPorGmouth Housing Authority hereby covenants that this fransfer is such
that no R.I.GL. S 44-30-71.3 withholding is required as it is a fransfer
affliated companies for no considerdion and no
withholding is required as the seller is a Rhode Island public body and a body corporüe and politic.

CONDISERATION FOR THIS TRANSFER IS THAT NO TRANSFER
STAMPS ARE REQUIRED
m WITNESS WHEREOF, the Town of Portsmouth Housing Authority has caused this
instrument to be executed by its duly authorized Executive Director on this day of
October, 2017.
Town of Portsmouth Housing Authority
By:
STATE OF
RHODE
ISLAND
COUNTY OF
Inday of October, 2017 before me personally appeared the said James E. Dilley,
Executive Director of Town of Portsmouth Housing Authority, to me known and known
to me to be the person executing the foregoing instrument and he aclmowledged said
instrument by him executed in said capacity to be his free act and deed and the free act
and deed of the Town of Portsmouth Housing Authority.

For information purposes only:
Assessor's Plat 39, Lots 47-A and 47-C
2368 East Main Road
Portsmouth, RI 02871
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(d) Quaker Manor LLC – Operating Agreement

OPERATING AGREEMENT OF
QUAKER MANOR, LLC
THIS AGREEMENT, made and adopted as of March 4, 2016 (the "Agreement"), by TOWN OF
PORTSMOUTH HOUSING AUTHORITY, a body corporate and politic organized pursuant to the Municipal
Public Building Authorities law set forth in Rhode Island General Law 45-50-1 et. seq. as amended, and
maintaining a principal place of business at 2368 Main Road, Portsmouth, Rhode Island 02871, the sole
member (hereinafter referred to as the "Member"), owning one hundred (100%) percent of the
membership interests (the "Membership Interests") of Quaker Manor, LLC, a Rhode Island limited
liability company (the "Company").
RECITALS
WHEREAS, the Company was formed on March 4, 2016, as a limited liability company pursuant
to the provisions of the Rhode Island Limited Liability Company Act, Chapter 7-16 of the General Laws of
Rhode Island, 1956, as amended (the "Act"); and
WHEREAS, the Member desires to adopt this Agreement for the operation and management of
the Company;
NOW, THEREFORE, in consideration of the agreements and obligations set forth herein, the
Member hereby agrees as follows:
ARTICLE I
FORMATION AND MEMBERSHIP
The Company has been organized as a limited liability company pursuant to the Act. The
Act shall govern the rights and liabilities of the Member or Members.
ARTICLE II
PRINCIPAL OFFICE
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The principal office of the Company shall be 2368 Main Road, Portsmouth, Rhode Island 02871,
or such other place within or without the State of Rhode Island as may be determined from time to time
by the Member(s).
ARTICLE III
PURPOSES, POWERS, AND AUTHORIZED ACTS
SECTION 3.01. Purpose. Unless otherwise approved in writing by United States Department of Housing
and Urban Development (“HUD”), the Company’s business and purpose shall consist solely of the
acquisition, ownership, operation and maintenance of the Project and activities incidental thereto.
Company shall not engage in any other business or activity. The Project shall be the sole asset of the
Company, which shall not own any other real estate other than the aforesaid Project.
SECTION 3.02. Powers. In addition to the powers granted by the Act, the Company is specifically
authorized to execute a promissory note and security instrument(s) in order to secure a loan to be
insured by HUD and to execute the regulatory agreement and other documents required by the
Secretary of HUD in connection with any HUD-insured loan.
SECTION 3.03. Representative.

The Company designates James E. Dilley, the

Executive Director of the Member, as its official representative for all matters concerning the
Project that require HUD consent or approval. The signature of this representative will bind the
Company in all such matters. The Company may from time to time appoint a new representative to
perform this function, but within three business days of doing so, will provide HUD with written
notification of the name, address, and telephone number of its new representative. When a person
other than the person identified above has full or partial authority with respect to management of the
Project, the Company will promptly provide HUD with the name of that person and the nature of that
person’s management authority.
ARTICLE IV
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MEMBERS
SECTION 4.01. Management by Members. The business and affairs of the Company shall be
managed by the Members. Town of Portsmouth Housing Authority owns 100% of the Membership
Interests of Company.
SECTION 4.02. Annual Meeting. The annual meeting of the Member(s) shall be held on the first
Tuesday in the month of July in each year, beginning with the year 2017, at the hour of 10 o'clock a.m.,
for the purpose of transacting such business as may come before the meeting. If the day fixed for the
annual meeting shall be a legal holiday in the State of Rhode Island, such meeting shall be held on the
next succeeding business day.
SECTION 4.03. Special Meetings. Special meetings of the Member(s), for any purpose or
purposes, unless otherwise prescribed, shall be called at the request of the Member(s) or the designated
representative pursuant to Section 3.03.
SECTION 4.04. Place of Meeting. The Member(s) may designate any place, either within or
without the State of Rhode Island, as the place of meeting for any annual or special meeting of the
Member called. A waiver or notice signed by the Member(s) may designate any place, either within or
without the State of Rhode Island, as the place for holding such meeting. If no designation is made for a
special or annual meeting, the place of meeting shall be the principal office of the Company in the State
of Rhode Island.
SECTION 4.05. Proxies. At all meetings of the Member(s), any Member may vote in
person or by proxy executed in writing by the Member or by his duly authorized attorney in fact. No
proxy shall be valid after eleven months from the date of its execution, unless otherwise provided in the
proxy.
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SECTION 4.06. Manner of Acting. The affirmative vote of a majority of the outstanding
Membership Interests shall be required to take action.
SECTION 4.07. Action Without a Meeting. Pursuant to the provisions of R.I.G.L. § 7-16-21, any
action required or permitted to be taken by the Member(s) may be taken without a meeting if the
Member(s) consents thereto in writing.
ARTICLE V
CONTRIBUTIONS AND ADDITIONS AND WITHDRAWAL OF MEMBERS
SECTION 5.01. Capital Contributions. An individual capital account shall be maintained for each
Member. The capital account shall consist of the Member's original contribution of capital, increased by
additional capital contributions, if any, and by that portion of the Member's share of the net profits of
the Company and the amount of any Company liabilities that are assumed by the Member or that are
secured by any Company assets distributed to the Member, and decreased by distributions from the
Member's capital account and by the
Member's share of the net losses of the Company and the amount of any liabilities of the
Member that are assumed by the Company or that are secured by any property contributed by the
Member to the Company.
No Member shall not be obligated to make additional capital contributions to the
Company unless the Member agrees in writing to make such additional capital contributions.
SECTION 5.02. Additional Members. Additional Members may be admitted only with the prior
written approval of all of the existing Members. Such additional Members shall execute and
acknowledge a counterpart to this Agreement or shall otherwise evidence in writing their agreement to
be bound by the terms hereof in such manner as the Members shall determine. Any incoming member
of Company must as a condition of receiving an interest in the Company agree to be bound by the HUD
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Loan Documents and all other documents required in connection with the HUD-insured loan to the same
extent and on the same terms as the other members.
SECTION 5.03. Liability of Members. No Member shall be liable for the obligations of the
Company solely by reason of being a Member. No Member shall be required to make any contributions
to the capital of the Company other than as provided in this Section 5.01.
SECTION 5.04. Withdrawal of Members. No Member shall have the right to withdraw from the
Company or to demand a return of her or its capital interest at any time except upon termination and
dissolution of the Company, unless agreed to by the unanimous written consent of the Members.
ARTICLE VI
DISTRIBUTIONS OF COMPANY FUNDS
After providing for the payment of any amounts due on the indebtedness of the Company and
providing for a reasonable reserve determined by the Member(s) for the payment of expenses of the
Company, any remaining cash funds of the Company shall be distributed or advanced to the Members in
proportion to their Membership Interests.
ARTICLE VII
FISCAL YEAR, ACCOUNTING, INSPECTION OF BOOKS
SECTION 7.01. Fiscal Year and Accounting. Except as from time to time otherwise approved in
writing by all of the Member(s), the fiscal year of the Company shall be the calendar year. The books of
the Company shall be kept on such method as all of the Members shall from time to time determine to
be consistent with generally accepted accounting principles.

SECTION 7.02. Inspection of Books. The books of the Company shall at all times be available for
inspection and audit by any Member at the Company's principal place of business during business hours.
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The Company shall timely furnish each Member with all necessary tax reporting information as to the
Member's interest in the Company.
ARTICLE VIII
DISSOLUTION
SECTION 8.01. Events of Dissolution. The Company shall not voluntarily be dissolved or converted to
another form of entity without the prior written approval of HUD.
SECTION 8.02. Distribution Upon Dissolution. Upon any dissolution, no title or right to possession and
control of the Project, and no right to collect the rents from the Project, shall pass to any person or
entity that is not bound by the Regulatory Agreement in a manner satisfactory to
HUD.
ARTICLE XI
GENERAL PROVISIONS
SECTION 9.01. Complete Agreement; Modification. This Agreement contains a complete
statement of all the agreements with respect to the Company. There are no representations,
agreements, arrangements or undertakings, oral or written, relating to the subject matter of this
Agreement which are not fully expressed in this Agreement. This Agreement may be amended or
modified only with the unanimous written consent of the Members.
SECTION 9.02. Governing Law; Severability. All questions with respect to the construction of
this Agreement and the rights and liabilities of the parties shall be determined in accordance with the
applicable provisions of the laws of the State of Rhode Island, and this Agreement is intended to be
performed in accordance with, and only to the extent permitted by, all applicable laws, ordinances, rules
and regulations of such State. If any provisions of this Agreement, or the application thereof to any
person or circumstances, shall, for any reason and to any extent, be invalid or unenforceable, the
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remainder of this Agreement an the application of that provision to other persons or circumstances shall
not be affected, but rather shall be enforced to the extent permitted by law.
SECTION 9.03. Notice. All notices, requests, consents and statements hereunder shall be
deemed to have been properly given if mailed from within the United States by prepaid registered mail,
return receipt requested, if sent by a nationally-recognized commercial courier service with all delivery
charges and fees prepaid, if sent by electronic facsimile with the automatic generation of a
contemporaneous notice of transmittal, or if sent by prepaid telegram, addressed or sent in each case if
to the Company at its principal place of business and, if to any Member, to the address set forth herein,
or to such other address or addresses as any such
Member shall have theretofore designated in writing to the Company.
ARTICLE X
HUD REQUIRED PROVISIONS
Notwithstanding any clause of provision in the Articles of Organization and this Operating Agreement to
the contrary and so long as HUD or a successor or assign of HUD is the insurer or holder of a loan to
Company (“the HUD-insured Loan”) secured by the mortgage on [insert project’s name and FHA project
number] in the Town of Portsmouth, County of Newport, State of Rhode Island (the “Project”) the
following provisions shall apply, and to the extend otherwise set forth in this Operating Agreement, shall
not be amended, deleted or otherwise revised:
If any of the provisions of the organizational documents conflict with the terms of the HUD-insured
Note, Security Instrument, or HUD Regulatory Agreement ("HUD Loan Documents"), the provisions of
the HUD Loan Documents shall control.
The HUD required provisions are set forth below, even if otherwise set forth in this Operating
Agreement for the avoidance of doubt that the provisions are HUD required and take precedence over
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any conflicting provision. No provision required by HUD to be inserted into the organizational
documents may be amended without HUD’s prior written approval. Additionally, if there is a conflict
between any HUD-required provisions inserted into this Agreement and any other provision of this
Agreement, the terms of the HUD-required provisions will govern; and if there is a conflict between any
of the provisions in the Articles of Organization and any HUDrequired provisions of this Agreement, the
HUD-required provisions will govern.
As also set forth in Section 3.01, unless otherwise approved in writing by HUD, the Company’s
business and purpose shall consist solely of the acquisition, ownership, operation and maintenance of the
Project and activities incidental thereto. Company shall not engage in any other business or activity. The
Project shall be the sole asset of the Company, which shall not own any other real estate other than the
aforesaid Project.

1.

2.

None of the following will have any force or effect without the prior written consent of HUD:

a.

Any amendment that modifies the term of Company’s existence;

b.

Any amendment that triggers application of the HUD previous participation certification
requirements (as set forth in Form HUD-2530, Previous Participation Certification, or 24
CFR § 200.210, et seq.);

c.

Any amendment that in any way affects the HUD Loan Documents;

d.

Any amendment that would authorize any member, partner, owner, officer or director,
other than the one previously authorized by HUD, to bind the Company for all matters
concerning the Project which require HUD's consent or approval;

e.

A change that is subject to the HUD TPA requirements contained in Chapter 13 of HUD
Handbook 4350.1 REV-1; or

f.

Any change in a guarantor of any obligation to HUD (including those obligations arising
from violations of the Regulatory Agreement).

As also set forth in Section 3.02, the Company is authorized to execute a Note and Security
Instrument in order to secure a loan to be insured by HUD and to execute the Regulatory Agreement and
other documents required by the Secretary in connection with the HUD-insured loan.

3.

As also set forth in Section 5.02, any incoming member of Company must as a condition of
receiving an interest in the Company agrees to be bound by the HUD Loan Documents and all other
documents required in connection with the HUD-insured loan to the same extent and on the same terms
as the other members/partners/owners.

4.
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As also set forth in Section 8.02, upon any dissolution, no title or right to possession and control
of the Project, and no right to collect the rents from the Project, shall pass to any person or entity that is
not bound by the Regulatory Agreement in a manner satisfactory to HUD.

5.

The key principals of the Company identified in the Regulatory Agreement are liable in their
individual capacities to HUD to the extent set forth in the Regulatory Agreement.

6.

As also set forth in Section 8.01, the Company shall not voluntarily be dissolved or converted to
another form of entity without the prior written approval of HUD.

7.

As also set forth in Section 3.03, (i) James E. Dilley, Executive Director of the Member, has been
designated as the Company’s official representative for all matters concerning the Project that require
HUD consent or approval; (ii) the Company may from time to time appoint a new representative to
perform this function, but within three business days of doing so, will provide HUD with written
notification of the name, address, and telephone number of its new representative, and (iii) when a
person other than the person identified above has full or partial authority with respect to management
of the Project, the Company will promptly provide HUD with the name of that person and the nature of
that person’s management authority.

8.

Any obligation of the Company to provide indemnification under this Operating Agreement shall
be limited to (i) amounts mandated by state law, if any, (ii) coverage afforded under any liability insurance
carried by the Company and (iii) available “surplus cash” of the Borrower as defined in the Regulatory
Agreement. Until funds from a permitted source for payment of indemnification costs are available for
payment, the Company shall not (a) pay funds to any members, partners, officers and directors, or (b) pay
the deductible on an indemnification policy for any members, partners, officers and directors.

9.

(Signature page follows)
IN WITNESS WHEREOF, the undersigned, being the sole Member of the Company, has
affixed his signature as of the day first above written.
Town of Portsmouth Housing Authority

By: ______________________________

C:\Users\ldrach\Dropbox (CRF LLP)\Real Estate\Portsmouth Housing Authority\RAD project\Organizational documents\Operating Agreement.doc
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(e) HUD Notices of Violation Issued to Quaker Manor & Quaker Estates
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Multifamily Northeast Region
Boston Satellite Office
Thomas P. O'Neill, Jr. Federal Building
10 Causeway Street, 3rd Floor
Boston, MA 02222-1092

February 14, 2020

James E. Dilley
President
Board of Directors
Coastal Housing Corporation
2368 East Main Road
Portsmouth, RI 02871
SUBJECT:

Project Names:
Project Locations:
FHA Numbers:

Quaker Estates I-IV and Quaker Manor
Portsmouth, Rhode Island
016EE053/016EE056/016EE058/016EE061/01611070

PRAC/HAP Contract Numbers:

RI43S031004/RI43S041003/RI43S051001/
RI43S061002/RI43RD00002

iREMS Numbers: 800219962/800221495/800223202/800224228/800244541 Required
30-day Status Update and Additional Extension Request

Dear Mr. Dilley:
We are in receipt of your letter dated February 11, 2020 providing us with a status update on
various matters associated with the above-referenced properties. In addition to providing status
updates, you are requesting an additional 90-day extension to permit completion and submission of
financial statements for Quaker Estates I-IV for the year-ended December 31, 2019 and for Quaker
Manor for the years ended December 31, 2018 (with 2017 stub period) and December 31, 2019. As
noted in our January 9, 2020 letter to you, this office defers to REAC in matters pertaining to financial
statement submission deadline extensions. You should request additional time through the FASS
system with respect to the financial statements covering the period from January 1, 2019 through
December 31, 2019 if additional time is needed for any/all of the properties. Quaker Manor remains in
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violation of its business agreements in connection with its past due audit and must submit its financials
as soon as possible.
This office notes that your letter did not address the status of your securing a new management
agent to manage all of the properties as required. In accordance with the instructions in our January 9,
2020 correspondence, you need to provide a status on your search for a new manager with detailed
justification for the additional time taken to submit the required management agent information.
Typical information we would expect for you to outline would include who you have contacted, when,
their response, who you have chosen and why, etc. Please provide this information within 14 days of
this letter.
We appreciate your attention to this matter. In accordance with the Notices of
Default/Violation you received in October 2019, please be reminded that HUD has flagged the
Ownership entities and management agent and others responsible for the operation of the properties in
HUD’s Active Partners Performance System (APPS). These flags may adversely
The Multifamily Northeast Region consists of the New York Regional Center and the Baltimore and Boston Satellite Offices.
Together, they serve Connecticut, Delaware, the District of Columbia, Maine, Maryland, Massachusetts, New Hampshire, New
Jersey, New York, Pennsylvania, Rhode Island, Vermont, Virginia, and West Virginia. www.hud.gov

affect eligibility for participation in HUD programs, under HUD’s Previous Participation Certification
procedure, by constituting a standard for disapproval.
If you have any questions concerning this correspondence, please contact HUD Senior Account
Executive, Colleen M. Judge, at 617-994-8514 or colleen.m.judge@hud.gov for matters pertaining to
Quakers I-IV or Teresa Cline, Asset Resolution Specialist, at 617-9948534 or teresa.cline@hud.gov for
matters pertaining to Quaker Manor.

Sincerely,

Joseph Crisafulli
Asset Management Division Director
HUD Boston Satellite Office
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Multifamily Northeast Region
Boston Satellite Office
Thomas P. O'Neill, Jr. Federal Building
10 Causeway Street, 3rd Floor
Boston, MA 02222-1092

January 9, 2020

James E. Dilley
President
Board of Directors
Coastal Housing Corporation
2368 East Main Road
Portsmouth, RI 02871
SUBJECT:

Notice of Violation of Regulatory Agreement

Notice of Default of Project Rental Assistance and Housing Assistance Payment Contracts
Notice of Termination of Management Agent
Project Names:

Quaker Estates I-IV and Quaker Manor

Project Locations:

Portsmouth, Rhode Island

FHA Numbers:

016EE053/016EE056/016EE058/016EE061/01611070

PRAC/HAP Contract Numbers:

RI43S031004/RI43S041003/RI43S051001/
RI43S061002/RI43RD00002

iREMS Numbers:

800219962/800221495/800223202/800224228/800244541

Dear Mr. Dilley:
We are in receipt of your letters dated December 27, 2019 outlining the status of the
corrective actions required per the Notices of Default and Violation (NOD/NOV) issued to the
above-noted properties by separate correspondence on October 22, 2019. Per the respective
NOD/NOVs, certain corrective actions outlined within were to be taken within 60 days of
certified mail receipt, or by December 27, 2019.
To date, you have successfully submitted the financial statements for the year-ended
December 31, 2018 for Quaker Estates I-IV within the 60-day timeframe. The financial
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statements for Quaker Manor for the year-ended December 31, 2018 inclusive of a 2017 stub
period, however, remain outstanding. In addition, all of the NOD/NOVs require that you seek a
new management agent for the properties and submit the required documentation for HUD to
approve said agent per Section 2.9 of HUD Handbook 4381.5 within the 60-day corrective action
period. This process has not yet been completed.
In accordance with the NOD/NOVs, you are formally requesting that this office extend
the deadlines for the outstanding actions noted above. Specifically, you are requesting that we
allow an additional 90 days for you to secure a new management agent to take over the
properties and to provide the documentation needed for HUD to review/approve the new
agent. In addition, you are requesting an additional 90+ days through March 31, 2020 in order
for the newly-engaged accounting firm to perform/complete the Quaker Manor audit.

The Multifamily Northeast Region consists of the New York Regional Center and the Baltimore and Boston Satellite Offices.
Together, they serve Connecticut, Delaware, the District of Columbia, Maine, Maryland, Massachusetts, New Hampshire, New
Jersey, New York, Pennsylvania, Rhode Island, Vermont, Virginia, and West Virginia. www.hud.gov

This office will allow a 30-day extension to secure new management for the properties and to
provide the necessary documentation to allow for the agent’s approval. If it becomes apparent
that additional time is necessary beyond 30 days, please submit a status update on or before
expiration of said period with a request for additional time with detailed justification for our
consideration. In response to the second extension request, this office defers to REAC’s prior
denial of your request to extend the financial statement due date for Quaker Manor and,
therefore, no further extension is granted. The property remains in violation of its business
agreements and must submit the financial statement as soon as possible.
If you have any questions concerning this correspondence, please contact HUD Senior
Account Executive, Colleen M. Judge, at 617-994-8514 or colleen.m.judge@hud.gov for matters
pertaining to Quakers I-IV or Teresa Cline, Asset Resolution Specialist, at 617-9948534 or
teresa.cline@hud.gov for matters pertaining to Quaker Manor.
Sincerely,

Joseph Crisafulli
Asset Management Division Director
HUD Boston Satellite Office
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Multifamily Northeast Region
Boston Satellite Office
Thomas P. O'Neill, Jr. Federal Building
10 Causeway Street, 3rd Floor
Boston, MA 02222-1092

CERTIFIED MAIL - RETURN RECEIPT REQUESTED
October 22, 2019

Quaker Manor, LLC
c/o Rachel Kelley
2368 East Main Road
Portsmouth, RI 02871
SUBJECT:

Notice of Violation of Regulatory Agreement
Notice of Default of Housing Assistance Payments Contract
Notice of Termination of Management Agent
Project Name: Quaker Manor
Project Location: Portsmouth, Rhode Island
FHA Number: 016-11070
HAP Contract Number: RI43RD00002 iREMS
Number: 800244541

Dear Ms. Kelley:
This letter constitutes formal notice from the Secretary of the United States Department of
Housing and Urban Development (“HUD”) that Quaker Manor, LLC (“Owner” or “Borrower”), the
owner of Quaker Manor (“Project”) located at 2368 East Main Road,
Portsmouth, Rhode Island, is in violation of the Regulatory Agreement between the Owner and
HUD entered into on October 26, 2017, and in default of the Section 8 Project-Based Rental
Assistance Housing Assistance Payments (“HAP”) Contract between the Owner and HUD effective
November 1, 2017.
Pursuant to Section 11 of the Regulatory Agreement, “Borrower shall deposit all Rents and
other receipts of the Project…in the name of the Project in a federally insured depository or
depositories and in accordance with Program Obligations…Such funds shall be withdrawn only in
accordance with the provisions of this Agreement for Reasonable Operating Expenses of the Project
or for Distribution of Surplus Cash or as reimbursement of advances as permitted by Sections 14 and
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15 below; or for permitted deposits authorized by this Agreement or for any other reason
authorized under this Agreement.”
Pursuant to Section 12 of the Regulatory Agreement, “[a]ny funds collected as security
deposits shall be kept (a) separate and apart from all other funds of the Project; (b) in interest
bearing trust accounts, to the extent required by State or local law; and (c) in an amount which shall
at all times equal or exceed the aggregate of all outstanding obligations under said account…The use
of tenant security deposits for Project operations is prohibited unless the tenant has forfeited the
deposit.”
The Multifamily Northeast Region consists of the New York Regional Center and the Baltimore and Boston Satellite
Offices. Together, they serve Connecticut, Delaware, the District of Columbia, Maine, Maryland, Massachusetts,
New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, Vermont, Virginia, and West Virginia.
www.hud.gov

Pursuant to Section 18 of the Regulatory Agreement, “[w]ithin ninety (90) days…following
the end of each fiscal year, Borrower shall prepare a financial report for the Borrower’s fiscal
year…based on an examination of the books and records of the Borrower in accordance with
generally accepted accounting principles (GAAP) and in such other form and substance as specified
by HUD in supplemental guidance, and provide such report to HUD in such form and substance as
specific by HUD under Uniform Financial Report Standards at 24 C.F.R. 5.801 (UFRS), or any
successor regulations, and Program Obligations.”
Pursuant to Section 21 of the Regulatory Agreement, the “Borrower shall provide
management of the Mortgaged Property in a manner deemed to be acceptable to HUD. At HUD’s
sole discretion, HUD may require replacement of the management [agent] under any circumstances
set forth in clause d. of this Section 21 pursuant to Program Obligation, in which case Borrower shall
immediately make arrangements for providing management satisfactory to HUD.” Clause (d)(2)
states that “HUD may require Borrower to terminate the management agreement upon thirty (30)
days written notice to Borrower and management agent, for failure to comply with the provisions of
the Management Certification, or for other good cause.”
Pursuant to Section 2.7(a) of the HAP Contract, “[t]he Owner agrees to comply with
HUD’s Financial Reporting Standards, currently codified in 24 C.F.R. Part 5, Subpart H.”
The Owner and its management agent, Coastal Housing Corporation, executed a Project
Owner’s/Management Agent’s Certification for the Project (Form HUD-9839-B) (“Management
Certification”) on July 12, 2017. Under Section 3 of the Management Certification, the Owner and
Coastal Housing Corporation agree to comply with the Regulatory Agreement and HUD handbooks,
notices, and other policy directives that relate to the management of the Project. Moreover, under
Section 9(a) of the Management Certification, HUD has the right to terminate the Management
Agreement for failure to comply with the provisions of the certification, or other good cause, thirty
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days after HUD has mailed the owner a notice of its desire to terminate the Management
Agreement.
On August 14, 2019, HUD sent the Owner a letter outlining serious concerns regarding the
management of the Project, including but not limited to delinquent mortgage payments, failure to
file audited financial statements, ineligible expenses paid from project operating funds, use of
tenant security deposits for project operations, lack of response to requests for information, fees
advanced from other projects, late filing of monthly accounting reports, and delay in completing
non-critical repairs.
On September 19, 2019, Coastal Housing Corporation replied to HUD’s August 14 letter.
With respect to security deposits, Coastal Housing Corporation stated that it used tenant security
deposits to fund project operations in “another desperate attempt to get the mortgage paid.” The
Owner’s Monthly Report for Establishing Net Income (Form HUD-93479) for August 2019 showed
that the Project’s tenant security deposit account was underfunded. The Form HUD93479 for
September 2019 showed that the Project’s tenant security deposit account was properly funded.
With respect to ineligible expenses paid from project operating funds, Coastal Housing
Corporation stated in its August 19 letter that it used project funds to pay Jim Dilley $4,650 in
consulting fees for work performed from January to May 2019. The Owner’s Schedule of
Disbursements (Form HUD-93480) for February 2019 and March 2019 showed improper
disbursements for “J. Dilly Consulting” on February 14, 2019 and March 5, 2019. Section 6.39 of
HUD’s Management Agent Handbook (4381.5) states that expenses for services that are not frontline activities, such as the consulting fees paid to Mr. Dilley, must be paid out of management fee
funds. The Monthly Report for Establishing Net Income (Form HUD-93479) for September 2019
showed that the ineligible management consulting fees were repaid to the project operating
account.
In this case, the Owner is in violation of the Regulatory Agreement and in default of the HAP
Contract because the Owner has not submitted to HUD annual audited financial reports for fiscal
years 2017 or 2018. Further, the Owner’s management agent improperly used tenant security
deposits to fund project operations and used project funds to pay consulting fees. As a result of
these violations, HUD is exercising its right to terminate the management agent for the Project.
Accordingly, the Owner shall take the following corrective action within 60 days of the
Owner’s receipt of this notice:

1. Submit annual audited financial reports for the Project electronically via HUD’s Financial
Assessment Subsystem (FASS), in accordance with HUD’s Uniform
Financial Report Standards at 24 C.F.R. 5.801, for fiscal years 2017 and 2018; and
2. Remove Coastal Housing Corporation as the management agent for the Project; and
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3. Select a new management agent for the Project; and
4. Submit to HUD (at the contact information listed below) the required documentation to
request approval of the new management agent, as described in Sections 2.9 of HUD
Handbook 4381.5;
U.S. Department of Housing and Urban Development
c/o Teresa Cline, Resolution Specialist
10 Causeway Street, 3rd Floor
Boston, MA 02222
Phone: 617-994-8534
Email: teresa.cline@hud.gov
If the Owner needs additional time beyond 60 days to complete this corrective action, then
the Owner must submit a written request to HUD stating the amount of additional time requested
and specific reasons for the request. Any HUD approved extension will be made in writing.
If the Owner fails to take the necessary corrective action described above, then HUD may
reduce or suspend Section 8 housing assistance payments, require the holder of the note to declare
the whole indebtedness due and payable, or take any other corrective action as provided by the
parties’ agreements or otherwise provided by law.
If HUD approves the Owner’s proposed new management agent, then the Owner will be
expected to execute an acceptable management contract with the new management agent and
transfer all of the Project’s cash, accounts, investments, and records to the new management agent
within a reasonable amount of time. Alternatively, if HUD disapproves the Owner’s proposed new
management agent, then the Owner must select a different management agent and submit the
required documentation to HUD for approval.
Based on the deficiencies identified in this notice, HUD has “flagged” the Owner and others
responsible for the operation of the Project in HUD’s Active Partners Performance System (APPS).
This flag may adversely affect eligibility for participation in HUD programs, under HUD's Previous
Participation Certification procedure, by constituting a standard for disapproval.
If you have any questions concerning this notice, please contact HUD Resolution Specialist
Teresa Cline at the contact information listed above.
Sincerely,
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Joseph Crisafulli
Asset Management Division Director
HUD Boston Satellite Office
cc:
Management Agent Coastal
Housing Corporation c/o Rachel
Kelley 2368 East Main Road
Portsmouth, RI 02871
Mortgage Lender Love Funding c/o Asset
Management Department 1250
Connecticut Avenue N.W., Suite 310
Washington, D.C. 20036
Board of Directors, Coastal Housing Corp.
Board of Commissioners, Portsmouth HA
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Multifamily Northeast Region
Boston Satellite Office
Thomas P. O'Neill, Jr. Federal Building
10 Causeway Street, 3rd Floor
Boston, MA 02222-1092

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

May 6, 2019

Rachel Kelley
Executive Director
Quaker Manor, LLC
2368 E Main Rd
Portsmouth, RI 02871
Dear Ms. Kelley:
SUBJECT:

Notice of Violation of Regulatory Agreement
Project Name: Quaker Manor
Project Location: Portsmouth, RI
FHA Number: 016-11070/iREMS Number: 800244541

This letter constitutes formal notice (“Notice”) by the Secretary of the United States Department
of Housing & Urban Development (“HUD”), that Quaker Manor, LLC, (“Owner”), owner of Quaker Manor
(“Project”), is in violation of the Regulatory Agreement between the Owner and HUD. Pursuant to
Section 9 of the Regulatory Agreement, the Owner is required to “make promptly all payments due
under the Note, Security Instrument and this Agreement.” Section 3 of the Note requires monthly
installments of principal and interest to be paid on the first day of each month.
On May 1, 2019, the mortgagee, Midland States Bank notified HUD of an Initial Default for
failure to pay the April 2019 monthly mortgage payment, which was due on April 1, 2019.
Accordingly, the Owner shall make immediate payment of all past due amounts to the
mortgagee. The failure to cure the default could lead to the assignment of the mortgage to HUD, which
will have a financially undesirable effect on the Owner. The assignment could lead to foreclosure or sale
of the note. In addition, the owner entity or other controlling participants who contributed to or failed
to intervene appropriately in connection with the default will be flagged in HUD’s Active Partners
Performance System (APPS) and those flags could affect any future participation in HUD programs.
HUD is very serious about preventing the assignment of the insured mortgage. If the project is
experiencing physical or financial problems affecting your ability to make loan payments, please advise.
If you have any questions or if you would like to arrange a meeting to discuss the property’s
financial issues, please contact Teresa Cline, Resolution Specialist, at (617)994-8534 or
teresa.cline@hud.gov .
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Very sincerely yours,

Joseph Crisafulli
for

Asset Management Division Director
Boston Satellite Office, Northeast Region
The Multifamily Northeast Region consists of the New York Regional Center and the Baltimore and Boston Satellite Offices.
Together,
they serve Connecticut, Delaware, the District of Columbia, Maine, Maryland, Massachusetts, New Hampshire, New Jersey, New
York, Pennsylvania, Rhode Island, Vermont, Virginia, and West Virginia. www.hud.gov
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
OFFICE OF GENERAL COUNSEL-DEPARTMENTAL ENFORCEMENT CENTER
JACOB K. JAVITS FEDERAL BUILDING
26 FEDERAL PLAZA, ROOM 3237
NEW YORK, NEW YORK 10278-0068
OFFICE OF GENERAL COUNSEL
DEPARTMENTAL ENFORCEMENT CENTER

July 8, 2020

CERTIFIED MAIL
RETURN RECEIPT REQUESTED
Quaker Manor, LLC c/o Town of Portsmouth
Housing Authority Attention: James E. Dilley,
Executive Director
2368 East Main Road
Portsmouth, RI 02871
SUBJECT: Notice of Default of Housing Assistance Payments Contract
Project Name: Quaker Manor
Project Location: Portsmouth, Rhode Island
FHA Number: 016-11070
HAP Contract Number: RI43RD00002
iREMS
Number: 800244541
Dear Ms. Kelley:
This letter constitutes formal notice from the Secretary of the U.S. Department of
Housing and Urban Development (“HUD”) that Quaker Manor, LLC (“Owner”), the Owner of Quaker
Manor (“Project”) located at 2368 East Main Road, Portsmouth, Rhode Island, is in default of the
Project-Based Rental Assistance Housing Assistance Payments (“HAP”) Contract between the Owner and
HUD effective November 1, 2017.
Pursuant to Part II, Section 2.7 of the HAP Contract, “The Owner agrees to comply with
HUD’s Uniform Financial Reporting Standards, currently codified in 24 C.F.R. Part 5 Subpart H.” To date,
the Owner has failed to file the annual audited financial reports for fiscal years ending 2017 and 2018 in
violation of the HAP Contract. Failure to file the requisite financial reports triggers a default under
Section 2.21(b)(1)(i) of the HAP Contract. Additionally, as discussed in the corresponding Notice of
Violation of Regulatory Agreement, the Owner violated its October 26, 2017 Regulatory Agreement with
HUD, thereby triggering a default under Section 2.21(b)(1)(iii) of the HAP Contract.
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The Owner and its management agent, Coastal Housing Corporation, executed a Project
Owner’s/Management Agent’s Certification for the Project (Form HUD-9839-B) (“Management
Certification”) on July 12, 2017. Under Section 3 of the Management Certification, the Owner and
Coastal Housing Corporation agree to comply with the Regulatory Agreement and HUD handbooks,
notices, and other policy directives that relate to the management of the Project.
On August 14, 2019, HUD sent the Owner a letter outlining serious concerns regarding the
management of the Project, including but not limited to the failure on the part of the Owner to file
audited annual financial statements. In an email to the DEC dated July 24, 2019, the Owner stated, “I
will have a much better estimated time frame for our audit submission. I assure you that these audits
are top priority and we are working to get them submitted as soon as possible.” Despite these earlier
attempts by HUD to seek a resolution on this matter, the project has not yet filed the annual audited
financial statements for fiscal years ending December 31, 2017 and 2018.
Accordingly, the Owner shall take the following corrective action within thirty (30) days of the
date of this Notice:
Submit the fiscal year ending 2017 and 2018 annual audited financial reports for the Project
electronically via HUD’s Financial Assessment Subsystem (FASS), in accordance with HUD’s Uniform
Financial Report Standards at 24 C.F.R. § 5.801.
If the Owner fails to take the corrective action described above, then HUD may reduce or
suspend Section 8 housing assistance payments, or take any other corrective action as provided by the
parties’ agreements or as otherwise provided by law. See HAP Contract, Part II, Section 2.21(b)(3)(iv).
Based on the deficiencies identified in this Notice, HUD has “flagged” the Owner and others
responsible for the operation of the Project in HUD’s Active Partners Performance System (APPS). This
flag may adversely affect your eligibility for participation in HUD programs, under HUD's Previous
Participation Certification procedure, by constituting a standard for disapproval.
Please be advised that failure to file the fiscal year ending 2017 and 2018 annual audited financial
reports may result in enforcement action, including but not limited, an action for Civil Money Penalties
pursuant to 12 U.S.C. § 1735f-15 and 24 C.F.R. § 30.45, as well as 42 U.S.C. § 1437z–1 and 24 C.F.R. §
30.68.
If you have questions about this Notice, please contact Bernard Weill, Financial Analyst, at (212)
542-7849. For routine servicing questions, please contact your Account Executive in the Office of
Multifamily Housing.
Sincerely,

Eliza Lo
Acting Satellite Office Director
Departmental Enforcement Center New
York Office
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cc: Coastal Housing Corporation, Management Agent
c/o Rachel Kelley
2368 East main Road
Portsmouth, RI 02871
Love Funding, Mortgage Lender
c/o
Asset Management Department
1250
Connecticut Ave. NW, Suite 310
Washington, DC 20036
George Meggali, HUD Office of the General Counsel
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(f) RAD Conversion Commitment and Use Agreement – Loan Details

P a g e 59 | 62

PHA Annual Report for 2020

P a g e 60 | 62

PHA Annual Report for 2020

P a g e 61 | 62

PHA Annual Report for 2020

(g) Town of Portsmouth Tax Assessor Property Records
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