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City of Alexandria, Virginia

MEMORANDUM
DATE: DECEMBER 8, 2006
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: JAMES K. HARTMANN, CITY MANAGER

SUBJECT: RECEIPT OF A REQUEST FROM THE ALEXANDRIA REDEVELOPMENT
AND HOUSING AUTHORITY FOR A CITY HOUSING FUNDS LOAN IN
CONNECTION WITH THE REFINANCING OF 60 HOUSING UNITS AT
QUAKER HILL

ISSUE: Request from the Alexandria Redevelopment and Housing Authority (ARHA)

for: (1} $4.7 million in City assistance (a new $3.5 million City housing loan (Attachments I and
1)) plus deferral of an outstanding $1.2 million loan in order for ARHA to acquire and
rehabilitate 60 Quaker Hill condominiums and townhouse units and (2) real estate tax exemption
for the Quaker Hill units.

RECOMMENDATION: That Council receive the request from ARHA for a City Housing
Funds loan in connection with the real estate transaction and related refinancing of 60 units at
Quaker Hill and schedule the request for Council consideration at its Saturday, December 16
public hearing meeting.

BACKGROUND: ARHA currently is the Managing Agent for 60 units (30 condominiums and
30 townhouse units) at Quaker Hill that were developed as some of the replacement units for the
old Cameron Valley public housing development that previously occupied the Quaker Hill site.
As public housing replacement units, these units have been counted under Council adopted
Resolution 830 (adopted in 1983 as an update to Council’s 1972 Resolution 99), which
committed the City and ARHA to maintain a minimum of 1,150 public or publicly-assisted
housing units, and to replace any public housing units that are lost.

Quaker Hill was financed in large part by federal Low Income Housing Tax Credits (LIHTC)
and therefore (as per how the LIHTC program typically works) is owned by Cameron Valley
Limited Partnership, in which ARHA once had a small ownership interest, but as of 1996 has no
ownership interest. Quaker Hill has reached the end of its tax credit compliance period. The tax
credit partnership (as is the norm in the LIHTC program) now wishes to sell the property, and
ARHA has the right of first refusal to purchase the 60 affordable housing units it operates in
Quaker Hill. ARHA wishes to purchase and rehabilitate these properties using, in part, new tax



credit financing under the LIHTC program, a conventional mortgage, as well as ARHA is
requesting gap financing from City Housing Funds in order to have sufficient funds to undertake
this transactton and to preserve the units as low-income rental units. 1n addition, although not
discussed in ARHA’s November 29 letter, the ARHA project pro forma (Attachment II} also
assumes additional City assistance in the form of the City granting the ARHA property a tax
exemption and ARHA making an annual payment in lieu of taxes equivalent to somewhat less
than 50% of the current $0.2 million per year Quaker Hill tax bill. It has not been the City’s
practice to exempt LIHTC funded projects from real estate taxes except for Chatham Square
which is a HUD public housing related project. Quaker Hill 1s not now and would not be such a
project in the future.

This request is before you now because the LIHTC funds will soon be competitively awarded by
the Virginia Development and Housing Authority (VHDA). VHDA will begin to take
applications for allocations from the new Northern Virginia Affordable Housing Preservation
Pool on December 15. While ARHA has asked Council to act on their request on December 12,
s0 that they can apply the first day applications are taken, December 15, we have been told by
VHDA that date is not a deadline. It is the first date that applications can be submitted, and it is
also not a first-come, first-served situation. Staff proposes that Council discuss this request at its
meeting on December 12 with any loan action taken by Council at its December 16 meeting.
ARHA then can make application to the VHDA on December 18, one business day after
applications are first being taken by VHDA.

DISCUSSION: The 60 Quaker Hill units were placed in service under the LIHTC program in
1990 and 1991. The property does not receive an operating subsidy under the HUD financed
public housing program. It is currently occupied by residents who have federal tenant-based
Housing Choice Vouchers (also known as Section 8). The sole source of revenue for this
property s its rental income, which includes both the tenant payments and voucher subsidies. In
addition to the normal operating expenses for a rental property, ARHA must pay
condominium/homeowner association fees for these units, which are part of the larger market
rate Quaker Hill development.

Prior to ARHA’s issuance of Housing Choice Vouchers to Quaker Hill residents in 1999, the
property’s rental income came solely from low-income resident rents equal to 30% of their
adjusted income, and therefore was not sufficient to cover its expenses. Over time, ARHA
made operating deficit loans from its other housing programs totaling $6.9 million to cover
Quaker Hill operating costs. ARHA’s proposed $13.7 million purchase price for the property
includes sufficient monies to repay (to itself) this operating deficit loan, along with a 1998 City
loan for real estate taxes {(approximately $1.2 million, including interest). The proposed project
financing does not provide sufficient funds for the transaction. ARHA has requested a City loan
of $4.7 million, a net increase of $3.5 million over the existing loan, which was due 1n August
2006 but which the City extended for one year to give ARHA time to work out the details of the
Quaker Hill buyout. Under the ARHA proposal, the City would loan ARHA $4.7 million, and
ARHA would repay the City the $1.2 million outstanding loan, thereby creating a net City loan
increase of $3.5 million.



While it appears that a much smaller City loan may be necessary if ARHA were to forgive some
of its operating deficit loan to the property, ARHA does not consider it feasible to forgive all or a
majority of its current $6.9 million loan to the Quaker Hill project, because HUD is requiring
that ARHA repay the accounts of HUD-funded projects and programs from which monies were
used to cover operating deficits at Quaker Hill and other ARHA properties. ARHA also has
other HUD-imposed reimbursement or repayment obligations unrelated to operating deficits.
The total of these obligations (based on the ARHA staff memo of November 28 included as
Attachment III) is $6.6 million. It appears the payoff of a large portion of the $6.9 million
Quaker Hill operating deficit through the proposed refinancing will provide ARHA with most of
the needed funds to comply with HUD’s requirements, as ARHA does not have sufficient funds
from other sources that can be used for these reimbursement and repayment purposes. However,
ARHA wil! defer a portion of its operating deficit loan to meet the immediate cash repayment
needs.

In its November 29 letter to the Mayor and Council requesting the loan, ARHA indicated that if
the City does not provide the requested loan, then ARHA will refinance the property without tax
credits and “remove these 60 units from publicly assisted housing inventory in Alexandria.”
Such an option, according to that letter, would allow ARHA to repay itself most of the $6.9
million (and much of the funds to meet the $6.6 million HUD obligation), but would have the
consequence that it “requires that the rents be increased significantly” to “true market rents.”
This in effect would probably result in the current residents being forced to move. According to
ARHA’s pro forma, market rents for the units would be $1,900 for the two-bedroom unit and
$2,300 for the three-bedroom unit, compared to the project’s proposed affordable rents (HUD
Fair Market Rents less utility allowance) of $1,074 and $1,301.

Attachment I is ARHA’s pro forma with sources and uses as well as multiyear income and
expense projections. It 15 our understanding that ARHA is proposing that the City loan be a
residual receipts low interest loan (similar to what the City has provided to other non-profit
housing projects). The cash flow that would be used to repay the City (after first paying
ARHA'’s deferred development fee) is reflected in the attachment. Staff is seeking clarification
from ARHA as to the anticipated timing of repayment of the City’s loan.

It should be noted that on December 7 ARHA provided to the City an updated pro forma for
Quaker Hill. While it keeps the request for City funding at $4.7 million, it appears to project the
deferral of $2.5 million of a $6.5 million operating deficit loan. City staff have asked ARHA
staff questions related to this change in financing plans and we are awaiting their response.

The Affordable Housing Advisory Committee (AHAC) discussed ARHA’s request on December
7, and took the position (on a 10-2-1 vote with the recusal of the ARHA representative) “That
AHAC supports the acquisition and preservation of the Quaker Hill units at the suggested per
unit price, in order to preserve low-income rental housing, but does not approve or disapprove
any of the identified funding options.” In adopting this position, AHAC noted that the requested
City subsidy 1s less, on a per-unit basts, than that of other recently approved projects. However,
several members also expressed concern about the size of the operating deficit.




At this time, staff is not providing Council with a recommendation on whether or not to provide
the loan requested by ARHA. It would be appropriate for Council and ARHA to discuss this
loan request before any staff recommendation is finalized. If a loan is approved by Council, we
would need to prepare detailed loan terms and conditions, and address how the City’s interests
could be protected. Also, with much of the proceeds of the City’s loan being used to reimburse
other ARHA housing projects (such as Hopkins/Tancil), it may be feasible to have some of those
projects pay back some prior City loans out of the reimbursement that those other ARHA
housing projects are receiving.

ATTACHMENTS:

Attachment I Letter from ARHA Board Chair A. Melvin Miller
Attachment II. Project Pro Forma

Attachment III. ARHA Financial Obligations (ARHA staff memo of 11/28)

STAFF:

Mark Jinks, Deputy City Manager

Mildrilyn Davis, Director, Office of Housing

Helen Mcllvaine, Deputy Director, Office of Housing
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[ William M. Dearman, Chief Executive Officer
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dria, Virginia 22314
Alexandria, Virginia FAX: §703 549-8709
TDD: (703) 836-6425

November 29, 2006

Honorable Mayor Euille and Members of the City Council
301 King Street
Alexandria, VA 22314

RE: Request for Docketing on December 12 Meeting of City Council
City Contribution, Quaker Hill Community

Dear Mayor Euille:

I am forwarding this communication on behalf of the ARHA Board of Commissioners to
notify you of a Board action that was taken at our regularly scheduled meeting on
November 27, 2006. This action related to the proposed buyout of the Quaker Hill
community, which community was originally financed with an allocation of Low Income
Housing Tax Credits (LIHTC). The 15-year compliance period associated with the
original funding expired as of June of 2006 and it is the desire of the Board to finance the
buyout with a vehicle that insures that Quaker Hill remain as publicly assisted housing,
In undertaking this action however, we must also insure the fiscal well being of the
overall agency.

The ARHA Board of Commissioners hereby requests that the referenced matter be
docketed for consideration by City Council at its legislative session on December 12,
2006. The deadline for ARHA to file an application with the Virginia Housing
Development Authority (“VHDA”) for LIHTC for Quaker Hill is December
15th,therefore action by the City Council is necessary at the December 12" meeting,

By way of further background, on August 14", the Board took an action approving two
options for the financing of this property (see attached). The choice of options is being
compelled by ARHA’s need to repay other housing programs that have been required to
cover the operating deficits at Quaker Hill dating back to the initial lease-up. In its role
as Managing Agent for Quaker Hill, ARHA was contractually obligated to cover any
operating deficits of the project, and to preserve its Right of First Refusal to purchase this
community at the end of the 15-year compliance period. ARHA continued to meet this
obligation even though the deficits ultimately cost ARHA in excess of $6.9 million. This
operating deficit loan of $6.9 million has been carried on our books and is included in the
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basis for the allocation of tax credits. The resulting cash out at closing to ARHA will be
used to repay those programs from which it was borrowed. This is not only the desire of
ARHA but also is, a mandate from HUD.

As you know, a member of the City staff and a member of the ARHA staff recently met
with the state housing finance agency (VHDA) and were advised that the deadline for
filing the ARHA application for LIHTC financing for Quaker Hill is December 15 and
that, pursuant to the manual governing the process, a new City commitment in the form
of a loan or grant would be required for favorable consideration of the ARHA

application.

The expected sources of the funds required to meet the obligations of the buyout, which
must be met at transfer of ownership to ARHA in order to preserve these 60 units of
publicly assisted housing are as follows:

permanent financing of §5 million;

deferred existing city loan of $1.2 million (this loan will be repaid and then
refinanced as a subsequent city loan}),

tax credit equity of $8.1 million

ARHA deferred developer fee of $703,195;

additional City contribution of $3.5 million necessary for favorable consideration
by VHDA and to be repaid as funds are available.

The planned uses for the funds include:
e payoff of the existing mortgage of $3.5 million;

» the cost of the payment to the limited partners at buyout which is the product of
(a) the forecasted losses to be allocated to the limited partner for such year times
(b) 34% for fiscal years 1991-92, 34.5% for fiscal year 1993 and 35% for
subsequent years for a total of $2.6 million;
payoff of the city loan of $1.2 million;
payoff of the ARHA $6.9 million operating deficit loan ($6.3 of which is
mandated by HUD);

* costs related to improvements identified in a Physical Needs Assessments (marine
clay related damages, replacement of polybutylene plumbing and other necessary
improvements) and associated costs including relocation and construction bridge
Joan for a total of $4 million;

* developer fee and other closing and soft costs of $2.5 million.

This financing option allows ARHA to make certain that its other housing programs are
made whole at the closing of the Quaker Hill LIHTC financing which HUD is demanding
be done promptly and preserves these units for compliance with Resolution 830 to
maintain a certain number of publicly assisted housing units in Alexandria.

The only alternative option, and one that would remove these 60 units from publicly

assisted housing inventory, utilizes ARHA governmental essential function bonds to
finance the buyout. The use of this option would eliminate some of the restrictions
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incurred with the use of LIHTCs and would improve the revenues for the project. This
financing option requires that the rents be increased significantly to allow for the payoff
of the debt service. This would create a revenue stream for ARHA that would be used to
pay back those housing programs that contributed to the $6.9 operating deficit Joan. The
major differences in this option and the option that uses LIHTCs is that, (1) while the
governmental bond option would net ARHA approximately $1 million more in income to
the property over a fifteen year period, it does not have a significant payout at closing and
would not allow ARHA to immediately make whole those housing programs that
contributed to the operating deficits; (2) it would cause the existing resident population
to seek alternative housing if they could not pay the increased rent, and (3) it would
arguably not conform to the spirit of Resolution §30.

The Board has taken an action that allows Staff to apply for the LIHTC financing
contingent on the City making a commitment to the financing sufficient for favorable
consideration by LIHTC and allowing ARHA to make certain its other housing programs
are made whole as required by HUD. Otherwise, we must put the second option in place
to accomplish these objectives. We have been meeting with City staff in relation to this
matter in an effort to work through the application process. The state financing agency
has also made it clear to our collective staffs that a significant local commitment is
required in order for the application to be competitive for the pool of credits for which we
will be applying. According to VHDA, the City’s commitment must be new low—mterest
loans or grants and must be included in the application, which is due on December 15"

It is our hope that the City Council will support this request and help ARHA keep the 60
family units in the Quaker Hill community as affordable and publicly assisted housing
pursuant to Resolution 830. Should you have any questions piease do not hesitate to
contact me. We look forward to seeing you at the December 12® Council meeting.

Sincerely,

ANl ol

A. Melvin Miller
ARHA Board Chairman

cc: ARHA Board of Commissioners

William M. Dearman, CEO
James K. Hartmann, City Manager

Attachment(s)
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Alexandria Redevelopment and Housing Authority

Commissioners

A. Melvin Miller, Chairperson Carter D. Flemming Kerry-Ann Powell
Carlyle C. Ring, Jr., Vice Chairperson Fletcher S. Johnston Richard J. Blake
Ruby J. Tucker Leslie B. Hagan Peter H. Lawson
6§00 North Fairfax Street William M. Dearman, Chief Executive Officer
Alexandria, Virginia 22314 g703 549-7T115
FAX: (T03) 549-B709
TODD: (T03) B36-6425

To:  Chairperson A. Melvin Mitier and the ARHA Board of Commissioners
From: William M. Dearman, Chief Executive Officer i) 14 ,0.:4,«.4 ~ W Mauu/vv/\/,_,_

Date: November 16, 2006

Re: Vote Approval Allowing Staff to Submit an Application for Low Income Housing
Tax Credits for Quaker Hill

The Low Income Housing Tax Credit ("LIHTC") compliance period for the Quaker Hill
community ended as of June of 2006. A Right of First Refusal document aflows ARHA
two (2) years to exercise its option to purchase the partnership's interest in the property
for a specified purchase price.

DISCUSSION:

Resolution 358, adopted in a special meeting of the Board on August 14™ authorizes and
directs the CEO to pursue two financing alternatives and to execute and deliver on
behalf of the Authority such documents and to do and perform on behalf of the Authority
such things and acts as shall be necessary or appropriate to pursue such financing
alternatives, the final terms thereof to be approved by further resoiution of the Authority
before consummation of any such ﬁnancmg Option 10C, as presented in the August
14™ docket, includes 9% LIHTC financing. .

The reason Option 10C was selected over Option 13A was because of the higher cash
available to ARHA al closing. ARHA has been carrying a $6.9 million operating deficit
loan for Quaker Hill and this loan must be paid off or forgiven at closing. HUD has
required that ARHA pay back certain program funds that were used to cover operating
deficits therefore, it is in the best interest of ARHA to claim the operating deficit loan in
the basis for the tax credit allocation in order to get the cash out at closing and pay back
the funds. The alternative to the tax credit allocation is to borrow the funds to repay the
program, finance the buyout of Quaker Hill with Essential Function Bonds (Option 13A)
and raise the rents to true market rate rents in order to pay off the debt service. If the
city is not able to fund the full commitment required to balance the sources and uses in
the tax credit application proforma, the net effect would be a reduced cash at close out

and-ARHA would stilave to-borrowmoney-topay-back vtherprograms-but-would-not
have the capacity to pay the debt service because rents would be restricted.

Beginning in 2005, the state housing finance agency, VHDA, began offering a non-
competitive pool of credits, set aside for applications proposing preservation of currently

g
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existing non-elderly properties providing affordable housing within specific Northern
Virginia geographic locations. [t was this pool of credits that ARHA intended applying for
to execute financing Option 10C.

Even though staff has had numerous discussions with city staff regarding the financing
for this project, to date we have not been able to secure a firm financial commitment for
the project. The application for this pool of credits is the same as the application for the
competitive pool of credits due annually in March with the exception of:

o Funding for the development is not feasible using tax-exempt bonds (as
determined by VHDA using its normal underwriting criteria)

o Acquisition of the property cannot be accomplished within the schedule for the
competitive scoring process

o At least 20% of the units must serve households at or below 50% of area median
income

o The property must qualify for EarthCraft certification or eam at least 20 amenity
points (excluding points for brick and bathrooms)

@ One-third or more of the developer jee must be deferred
Local funding (low-interest loans or grants) must be included in the application

0 Applicants may not submit the same development for this pool and the
competitive credit pool.

The application is due on December 15™ and a reservation of credits will be made after
an initial feasibility evaluation and is conditional upon the ARHA meeting the above
requirements, plus those of the overall 9% application. If we satisfy the requirements,
we would go through scoring and we could get a determination from VHDA as soon as
30 days after submission; immediately after determination, a reservation of credits wouid
be issued.

RECOMMENDATION:

Vote to authorize staff to submit an application to VHDA on December 15" for an
allocation of 9% credits, contingent upon the city funding the full commitment needed to
cover the payoff of the outstanding operating deficit loan to ARHA. If the city is not
willing to fund the full commitment, authorize staff to proceed with the Essential Function
Bond issue. '

FISCAL IMPACT:

None.

7

Page 2 of 2



Alexandria Redevelopment and Housing Authority

Commissioners

A. Melvin Miller, Chairperson Carter D. Flemming Kerry-Ann Powell
Carlyle C. Ring, Jr., Vice Chairperson Fletcher S. Johnston Richard J. Blake
Ruby J. Tucker Leslie B. Hagan Peter H. Lawson
600 North Fairfax Street William M. Dearman, Chief Executive Officer
Alexandria, Virginia 22314 703) 549-7115
FAX: !703 545-8709
To: Chairperson, A. Melvin Miller and the ARHA Board of Commissioners ' PD: {703} 836-6425
From: William M. Dearman, Chief Executive Officer
Date: August 8, 2006
Subject: Vote approval of Resolution No. 358 Authorizing Staff to Implement Financing

Alternatives for Quaker Hill Buyout

ISSUE:

ARHA’s Financial Consultant, the PFM Group, has completed the analysis of various scenarios regarding the
buyout of the Quaker Hill, and as such, Staff is returning to the Board for further direction.

.DISCUSSION:

Financing Alternatives

Public Financial Management, Inc. (“PFM”) has selected for the Alexandria Redevelopment and Housing
Authority’s (the “Authority”) consideration the following alternatives (the “Alternatives™) for financing the
acquisition and rehabilitation of the Quaker Hill project. These Alternatives were selected from among more
than a dozen potential scenarios, based upon meetings with the Authority’s staff. The chart below
summarizes the Alternatives, selected by the PFM and ARHA and a more detailed description is provided in

Attachment A.

100% Restricted Scenarios
10 C | Taxable Bank Loan - FMR Rents — 9% Tax Credits — Fixed Rate — 100% @ 60% AMI

No “Restrictions”
13 A | Tax Exempt (non-AMT) Bank Loan — No Tax Credits — Fixed Rate — 100% Market Rents

The Alternatives as presented are consistent in their underlying project configuration, and were used reliably
as a means of selecting these two from the total group of financing structures presented. However, there are
significant decisions that remain with respect to the physical plan for the project that will affect the final
financing plan. These decisions are associated primarily with the rehabilitation plan for the project.

The most recent Physical Needs Assessment, prepared April 6, 2006 by EMG, cites “Currently Critical™ and
“Necessary” improvements in the amount of $744,277, and also identifies an additional amount of $2,194,964
of “Recommended” improvements for the project. How much of the total improvements are to be done, and
—— — whether they.are funded from the proceeds of the financing or funded from cash flow, are key decisionsfor
the Authority. However, these are decisions that can be accommodated within either of the viable
Alternatives. Both of the Alternatives assume that only the “Currently Critical” and “Necessary”
improvements are to be undertaken at the time of the buyout; it is prudent to complete all of the work,
$2,939,241 at one time and it is Staff’s desire to handle the rehabilitation in this manner.
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Financing Tools

The selected Alternatives utilize one of the two financing tools:

1.

“92." Low Income Housing Tax Credits (“9% LIHTCs"). The current financing on Quaker Hiil
used this approach. The 9% LIHTC program provides 10 years of tax credits to investors in an annuai
amount roughly equal to 9% of the improvements on the property related to housing (Jand costs and
any commercial uses are excluded from the tax credit basis). In the current market, this results in an
equity investment equal to anywhere from approximately 50% to 70% of the total project costs.

The balance of the project costs must be provided by taxable debt from the private sector or public
sources of funds. Under tax regulations, tax exempt bond financing may not be used in conjunction
with 9% LIHTCs. The amount of 9% LIHTCs allowed within each state is restricted under federal

law.

In Virginia, the Virginia Housing and Development Authority (VHDA) allocates 9% LIHTCs based
upon applications for individual projects. VHDA provides two pools of 9% LIHTCs one reserved for
a “Preservation Pool” of previously affordable units that require refinancing, and a “Competitive
Pool” available to any affordable project within the Commonwealth. The entire 2006 Preservation
Pool was allocated to one project, RPJ Housing Development Corporation’s Lacy Court. The
application deadline for the 2007 Preservation Pool is November 2006; there are only § 2.2 million in
credits available in this pool. Authority staff has had discussions with VHDA and has learned that
there are three other projects, Quaker Hill would make four, that would be submitted for

consideration in the 2007 Preservation Pool, two from RPJ, one from Wesley Housing, which is
ParcView, and Quaker Hill. The Authority does not want to see ParcView jeopardized because
Authority staff has been approached by Wesley Housing to issue tax exempt bonds for the acquisition
/ rehabilitation of the ParcView project. If the application is not successfu] in the 2007 Preservation
Pool process, applicants are not allowed to submit in the March 2007 9% Competitive Pool for
credits; and the Authority would be forced to apply 4% LIHTC:s.

Tax Exempt Essential Function Bonds (“Essential Function Bonds™). These are tax exempt bonds
that can be used when the project owner is a state or local government, agency or authority. These
bonds do not carry any LIHTCs with them since partiai ownership of the project by private investors
is prohibited under the tax laws. The use of Essential Function Bonds can eliminate some of the
restrictions incurred with the use of Private Activity Bonds or LIHTCs and improve the revenues of
the project. They require no allocation from VHDA or any other agency, and can be issued under the
Authority’s own authority, provided bond counse! opines that the use of the funds meets with the

Authority’s public purpose.

Description of Scenarios — Pros and Cons follow in Attachment A.

RECOMMENDATION:

Staff recommends that the Board approve the financing altemative Scenario 10 C (Taxable Bank Loan —
FMR Rents — 9% Tax Credits — Fixed Rate — 100% @ 60% AMI) as a first choice. 1f ARHA is successful in
obtaining the 9% tax credits, this scenario provides the most upfront funds available to the agency after the
buyout expenses have been paid. The funds available after the conclusion of the buyout can be used to
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complete the additional improvements in Quaker Hill, prolonging the usefulness of the property, as well as,
pay off the mortgage at Glebe Park, placing the Agency in a better position for redevelopment.

In order to implement this Alternative, Staff requests approval to amend the original contract with the PFM
Group. This amendment would consist of additional services required to complete and submit the LIHTC
application in order to receive an allocation of 9% tax credits from the Virginia Housing Development
Authority, as well as, the PFM Group procuring the services of a Certified Public Accountant in the role of a
subcontractor to the PFM Group, to provide certain certifications required by the VHDA application. The
total cost of this amendment would is expected not to exceed $ 15,000.00.

Should the Agency be unsuccessful in obtaining the 9% tax credits, then Staff recommends that financing
alternative Scenario 13 A (Tax Exempt (non-AMT) Bank Loan — No Tax Credits — Fixed Rate — ]00% Market
Rates ) be adopted as a second choice. Although this scenario provides less upfront funds available at the
conclusion of the buyout, the overall cash to the Agency over a 15-year term is significant, and this financing
tool does not include as many restrictions as tax credits. ‘

FISCAL IMPACT:

Scenario 10 C

Total cash flows to the Aunthority (without giving weight to the time value of money) of $16.6 million.
Additional services for Consultants are expected not to exceed $ 5,000.00.

Scenario 13 A

Total cash flows to the Authority (without giving weight to the time value of money) of $18.4 million. Total
transaction costs are not expected to exceed 2% of the original aggregate principal amount of the bonds to be
issued ($250,000) and such transaction costs may be financed with the proceeds of the bond issue.
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RESOLUTION NO. 358

RESOLUTION OF THE ALEXANDRIA REDEVELOPMENT AND HOUSING
AUTHORITY AUTHORIZING ITS CHIEF EXECUTIVE OFFICER TO PURSUE
TWO FINANCING ALTERNATIVES WITH RESPECT TO THE QUAKER HILL

ACQUISITION AND REHABILITATION PROJECT

WHEREAS, the Alexandria Redevelopment and Housing Authority (the "Authority”)
is empowered by the Virginia Housing Authorities Law, Chapter 1, Title 36, Code of
Virginia of 1950, as amended (the "Act"), to finance and refinance the acquisition,
rehabilitation and equipping of facilities used primarily for multi-family residences in
order to promote decent, safe and sanitary housing in the Commonwealth of Virginia; -

WHEREAS, beginning on June 30, 2006 the Authority has the contractual right to
acquire the Quaker- Hill multi-family residential community (the "Quaker Hill Buyout
Option") located in the City of Alexandria, Virginia (the "City");

WHEREAS, the Authority has previously directed the Chief Executive Officer of the
Authority to work with Public Financial Management, Inc. ("PFM") and McGuireWoods
LLP ("McGuireWoods") to explore financing alternatives with respect to the exercise of
the Quaker Hill Buyout Option, the rehabilitation of the Quaker Hill community and the
possible leveraging of the Authority's ownership of the Quaker Hill community to
provide financing for all or a portion of the Authority's expected contribution to a
redevelopment joint venture with respect to another multi-family residential community
located in the City known as Glebe Park; and

WHEREAS, PFM and the Chief Executive Officer of the Authority have
recommended the Authority pursue two financing alternatives with respect to the
foregoing, which alternatives are briefly described as follows:

Alternative A: The Authority obtains a short-term extension of the existing
SunTrust Bank Quaker Hill mortgage financing (in an amount not to exceed $3,750,000,
for a term not to exceed 180 days at an annual interest rate not to exceed 7%) and then, in
a combined fashion, publicly procures permanent taxable bank loan financing upon the
most favorable terms available and seeks an allocation from the Virginia Housing
Development Authority ("VHDA") to sell 9% low income housing tax credits to fund the
exercise of the Quaker Hill Buyout Option, the rehabilitation of the Quaker Hill
community (with up to 100% of its units restricted to residents at or below 60% of the
Area Median Income) and the Glebe Park redevelopment joint venture contribution.

Alternative B: The Authority obtains the short-term SunTrust Bank Quaker Hill
mortgage financing extension described above and then, if VHDA does not award the

Authority the 9% low_ income housing tax credit allocation described. above

the Authority publicly procures tax-exempt governmental bond financing upon the most
favorable terms to fund the Quaker Hill Buyout Option, the rehabilitation of the Quaker
Hill community (with the least restrictive affordability requirements, if any, permitted by
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applicable local, state and federal law) and the Glebe Park redevelopment joint venture
contribution.

NOW, THEREFORE, BE IT RESOLVED BY THE ALEXANDRIA
REDEVELOPMENT AND HOUSING AUTHORITY AS FOLLOWS:

1. The Authority hereby finds and determines that the pursuit of the foregoing
Quaker Hill Buyout Option financing alternatives, as described to the Authority by the
Chief Executive Officer of the Authority, PFM and McGuireWoods, will be in
furtherance of the purposes for which the Authority was organized under the Act.

2. Pursuant to Section 2.2-4303E of the Code of Virginia of 1950, as amended (the
“Code”), the Authority hereby finds and determines that there is only one source
practicably available for each of the following services to be procured (as more fully
described in a notice to beposted in the Authority's lobby upon passage of this
Resolution): (a) the extension of the SunTrust Bank Quaker Hill mortgage financing; and
(b) PFM's financial advisory assistance with the Authority’s application to VHDA for an
allocation of 9% low income housing tax credits for the rehabilitation of the Quaker Hill
community. Pursuant to Section 22-4303H of the Code and the Authority’s November
2004 Purchasing Procedures Manual’s Small Purchase Procedures, the Authority shall
procure a market study acceptable to VHDA for submission in connection with the 9%
low income housing tax credit allocation application described above.

3. The Authority hereby authorizes and directs the commissioners of the Authority,
the Chief Executive Officer of the Authority and each other officer of the Authority to
work with PFM and McGuireWoods to pursue financing Alternatives A and B as
described above and to execute and deliver on behalf of the Authority such documents
and to do and perform on behalf of the Authority such things and acts as shail be
necessary or appropriate to pursue such financing altematives, the final terms thereof to
be approved by further resolution of the Authority before consummation of any such
financing.

4. All other acts of the commissioners and the officers of the Authority that are in
conformity with the purposes and intent of this Resolution, whether such acts occurred
before or occur after the adoption of this Resolution, are hereby ratified, approved and
confirmed.

5. This Resolution shall be effective immediately upon its passage.

14096120.3



Alexandria Redevelopment & Housing Authority - Quaker Hilt Financing

Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C

Cover Page

Major Assumptions

Attachment II

Type of Ownership ARHA

Type of Debt Taxable Bank Loan with 9% LIHTC Taxable
Source of Debt Bank loan

Fixed or Varable Fixed

Underwniting Rate 7.50%

Assumed Cash Flow Rate 7.50%

Tetm 30 years

Amortization 30 years

Debt Service Coverage 1.20

Rents FMRs

Restrictions 100% of units affordable at 60% of MAI
Tax Credits 3.49%

Tax Credit Price 100.00%

Construction/ Rehah Assumptions Assunmptions
Construction/Rehab Begin Date 3/1/2007
Construction/Rehab Period 12 months
Construction Draw Schedule Level monthly draws

Comments
This would be the permanent financing for the project

Contents Page
Sources and Uses/Senior Bond Sizing 2
Project Profile 3
Pro Forma Cost Summary (Page 1 of 2) 14
Pro Forma Cost Summary Continued (Page 2 of 2) 5
Tax Credit Equity Computation 6
Partnershup Payoff Calculaton 7
Estmated Loan Balances 8
Rehabilitauon Costs 9
Interest Calculaton/Operating Expenses 10
Cash Flows 1
Subordinate Obligations 12
Tax Credit Payoff Calculation 13
Affordable Rents 14

12/6/2006
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Alexandria Redevelopment & Housing Authority - Quaker Hill Financing

Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C

Cover Page

Major Assumptions
Type of Ownership
Type of Debt

Source of Debt

Fixed or Vanable
Underwriting Rate
Assumed Cash Flow Rate
Term

Amordzauon

Debt Service Coverage
Rents

Restrctions

Tax Credits

Tax Credit Price

Construction/Rehab Assum
Construction/Rehab Begin Date
Construction/Rehab Period
Constructon Draw Schedule

Comments

ARHA
Taxable Bank Loan with 9% LIHTC
Bank loaa
Fixed
7.50%
7.50%
30 years
30 years
1.20
FMRs
100% of units affordable at 60% of MAI
3.49%
100.00%

ions Assumption
3/1/2007
12 months
Level monthly draws

This would be the permanent financing for the project

Coatents

Sources and Uses/Senior Bond Sizing

Project Profile

Pro Forma Cost Summary (Page 1 of 2)

Pro Forma Cost Summary Continued (Page 2 of 2)
Tax Credit Equity Computation

Partnership Payoff Calculation

Estimated Loan Balances

Rehabilitanon Costs

Interest Calculation/Operating Expenses

Cash Flows

Subordinate Obligations
Tax Credit Payoff Calculation

Affordable Rents

12/6/2006
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Alexandria Redevelopment & Housing Authority - Quakes Hill Financing
Bartk Loan - FMRs - 9%, Tax Crediis - Fixed Raie - Scenario 100
Sources & Uses: Bond/Loan Sizing

Loan Proceeds (Promancent) $ 3,562,551
Temporuy Bond Proceeds (T be Refunded)
Deferced Operatng Deficut Loan FP e E
Deferreal Ciy Nene 1204 310
Tax Croudn Eygur 38314079
Devedoper Cazh .
Deferrd LDeveloper 1ex
Addigomal City Conenbunion
Total

Tax Credit Equiry during Construction
Surphus (Shofall)

Uges

Faymant w Linwred Pamasers S 26mYyz27

Payoff of Rank Leian 1440922

Pavullf of Uiy Note [

Payoff of Opemong Defios Limn 4.5301.386

Addinonal Purchase Price -

Purchase Prce 13,747,735
Relocation Cost 50,000
Tota) Indirect Costs 100,000
Tomal Construction/Rehab Costs 3,507,242
Toral Finance Costs 15,626
Subinial Predevelopmint Casts 15.000

Developer Fee 225158

Subtotal IZguire Partner Fees ERLLY

Submita) Bond [xsuance Coses Lou o0t

Subtonl Posnanent Lender Soft Coses 000

Sofi Cost Conmmpeney 100,000

‘Tow) Soft Costs 2546584
Subrotal § 19987186
Contingeacy —_—
Total $ i9.987,186

$ 57,629
$ 2157436
$ 5547,0H

|
Grose Rent Revenue 855,000
Lets: Vacancies 5.00% (42,758)
Opexating Expenses Fraer Operniing Fogpeas (Page 9} AL14% (360,275),
Pr Taxes ot PILOT Pa ) {50,080
Net Opersting Income 361,975
Debt Seraee Loverapy Rati: 120
Roevenar Avasdable for Duby Service L6l
Toml Underamtustg, Rate (S Doebr; 1.50%
le_nn of Loan (Years) 30
‘Totat Borrowing Capacity 3,562,551
Variable
Rate
Credit Eahancement Fee AN~
Lipuidsty Fre [ L
Laterest Rate Cap linpound [ERE1 ] s
tasuer Fue LRE o
Remarketnyg Fer LT § Y
Trustee Fer 1. 000%»!
‘Toal Aonual Fees 0.000%
Assumed Bond/Loan Rare 7.500%
Underwriting Adjustment 0.000%
Less Rate Cap Excepion 0.000%:
Torl Underwritng Rate 7.300"%%
Parla. Faiucrd M uagesne, b 1276/ 2008 Ve 144



Alexandria Redevetopment & Housing Authonty - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 1¢C
Project Profile

Pubhe Financial Management, Inc.

Muiltifamily Project Profile
Apartment Type 2BR 3BR Totals

§§Gm footage 910 1174
% of total units 50% 50%
Number of Units 30 30 60
Market Rents $1,900 $2,300
Fair Market Rents 1) $1,225 $1,580
40°% of MAT - Gross Rents () 813 $939
50% of MAI - Gross Rents 2 $1,016 $1,173
60% of MAI - Gross Rents (2) $1,219 $1,408
50% of MAI - Rent/sq ft $1.12sqft | $1.00sq ft
60% of MAI - Rent/sq ft $1.34sqft | $1.20sq ft
Dtility Allowance (3) $151 $279
Deducted? (Yes=1,No=0) 0 0
Applied Udlity Allowance 30 30
Market Rents - Net Rents $1,900 $2,300
FMRs - Net Rents $1,074 $1,301
40% of MAI - Net Rents $813 $939
50% of MAI - Net Rents $1,016 $1,173
60% of MAIT - Net Rents $1,219 $1,408
% of units ar Market Rent 0% 0% 0%
% of units at Fair Marker Rent 100%, 100% 100.00%%
% of units at 40% MAI 0% 0% 0.00%
% of units at 50% Mal 0% 0% 0.00%
% of units at 60% MAI 0% 0% 0.00%

Total 100% 100% 100%
Number of units a Market Rent 0 Q )]
Number of units at FMR 30 30 60
Number of units at 40% MAl 0 0 0
Nurnber of units at 50% MAI 0 0 0
Number of units at 60% MAI o 0 0

Total 30 30 60
Monthly Market Rent Revenue $0 [ 4] %0
Monthly Fair Market Rent Revenue $32,220 $39,030 $71,250
Monthly Affordable Rent Revenue $0 30 $0
Total Monthiy Rent Revenue $32220 $39.030 $71,230
Annual Rent Revenue $386,640 $468,360 $855,000
Total Annual Rent Revenue $855,000

{1} Current Section 8 FMRs
(2) From Novogradac
(3) From ARHA

12/6/2006

1
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Alexandria Redevelopment & Housing Autherity - Quaker Hill Financing
Bunk Loan - FMRs - for 4% and 9% Tax Credit Secnanios - Fixed Rate

Pre Forma Cost Suramary (Page | of 2)

Purchase Price

Paymenit 10 Lututed Parmess
Payoff of Bank Loan

Payoff of City Note

Pavoll of Operatng Deficit Loan
Additonal Purchasc Poce

Total Purchase Price

Relocation Cost

Land Price

Land Poce

Broker comm /atle & closing
Total Land Price

Judicect Costs
Building srchitec
Landacape sxchatect
Survey/Civil engineer
Sols engmeer
Geotech engmeer
Phase [/T1

NEPA

B | (EIR) Consuluatin
Testing & inspection
Taffic engineer
Acoustical engineer
Other indiects:
Cost Estimavesr

Phn checker

Cwier Rep'y /Cmusuction Mansger

Municipsl fees (Planning)
School district fees
Buildog Peomit

PG &E

Cable /Phone
Water/Sewer
Contingency

Toral Indireer Costs

Hard Construction Costs

Poodry 1 - Cocrepaly Coniesl
Pricnty 2

Poodty 3 - Neccstary

Poonty 4 - Recomumended

Poodry 5 - Recommonded
Addibonad Rehab (Updste)

Toral Coustruction/Rehab Costs

Finance Costs

Construction Loun Fee
Peananent Loan Fee

P Bond & Bxp
Temporary Bond [ E>
Post comu truction interest
Opemting, revamus
Opeeating expenses

Total Finance Costs

E

Pubic Financusl Management, Trec.

Total Cost

$ 2606927
3,440,022
1,204,500
£,501,386

§ 12,747,735

$50,000
-
¥
] -
100,000
§F 100,000
$ 159750
584,527
873,557
1,366,407
568,001
§ 3307242
b 1 -
35,626
H 35,626

Bhgible
Basis (%)

4% LIHTC
Ebgible Basis
[t )]

9% LINTC
Bigjble Basis
(L)

Nolcs

A,
My
807~
-

100%

o
o

100%:
100%
100%
100%
100%
%
0%
0%
100%-
av.
100%

100%
100%
100°%
100%
100%
100%
100°%:
100%
00
100%:

100%
100%

100%
100%
w00

100%
0%
%
%
0%
0%

t 2,080,741
273370
963,600
5,201,109

¥ 10,998,138

L) 50,000

12/6/2006
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$ 100,000

$ 159750

584,527
828,557
1,366,407
568,001

1 3507242

As cstimated w1 Payobl to Parmse s hip Wodkshieet
Per jane 3. 2005 Faancml S1iemment oot
Pe: June 30, 2005 Financil Staleehent Tooinoies
Per junic 30, 2005 Punancial $ aterent lIoomotes

Assumes 80% anghutable 10 deprecuhle bans, 20% to land

Implicit m purchace puce
N/A

PFrom Physical Needs Asscssment
Prom Physical Needs Assessment
Brom Physical Needs Asscasmen
Not wcluded s ths scenume
Not wcluded n this scenuso

1% of Bond Armount
From Insevest Calculstion Page (page 7)
From Interest Calculation Page (page 7)

Assume Beeak Even
Assume Break Even

Fage 1 of2



Alexandria Redevelopment & MHousing Authonty - Quaker Hill Financing
Pro Forma Cost Summary Cantinuad (Page 2 of 2}
4% LIHTC 9% LIHTC

Soft Costs (all inclusive) Eligsble  Eligibie Basis  Elgnhle Bamis
Predevelopment Costs gl Cost Basu £/ ] i3 Nutc
at | . (L5208 1 1 - Qagaruzaton and lende
Lender Due Diipence 15,000 0 - . Apprusal, Madket Suudy, Enwito Review
Accounting - 0% - . Audil, cost cernfieston
Bond Allocabon Application Consultant - 0% - .
Bond Allocaton Applcation Fee - 0% - -
Market Swudy - % - -
‘Tax Credit Applicstion Consultant - 0% - -
Contingency - o - -
Subtotal Predevelaprnent Cosis ] 15,000 1 -

Taxes, Insurance, Developer Fees

Insursnce ] - 100% § D 1 - Builder's Ratk Insuance
Markcting, - 0% - - Remup and corruneroal matkenng
QOverhead . 100% - .

Property Taxes - 100% - -

Deweloper Pee 2,251 584 100°% - 2,109,584

Subtotal Taxes, Ina, Dev Pees 1 225150 1 - ¥ 2,109,584

Equiry Parther Fres

Equity Psrmer Dev Pee H - L | - %

Equity Purtner Legel Pee 50,000 0.

Equary Parner LC Fer- Comirucoon _ = ¥ _ -

Subtond Eguity Pariier Pocs 3 50,000 ] R |

Bond or Loan Jssuance Costs

Pinancial Advisor H - s § - § - TRD
Underwriter's Pee - 0% - - TBD
Underwriter's Legal - [ - - TBD
Bond Counsel - Th - - TBD
Conduit lssuet Cont of Isynance - 4 - -  TBD
Trusiee up fropt fec ' o - - TBD
Trustee annusl foe st year only . 0% . - TBD
Rating Ageney : 0% - - TBD
Essuers Counsel - 0% - - TBD
Surement / Ponting & Makng . oV - - TBD
Bond ABocation Pee . 0% - - TBD
Bormrower's Coumnsel - 0% . - TED
Contngency 100,000 0% - -  TBD
Subtotnl Bond [ssusnce Costs b 100,000 [ . -

Soft Costs

Applicstion Fee ] 20,000 0%y B - TBD
P Lendes Appraal FFee - 153 . - TBD
Peomanent Lender Conversion Pee - (17 - . TBD
Pemmanent Lender Legal Pees 10,000 0% - - TBD
Peansnent Lender Processing Fee . 0% . . TED
Tite /Closing - % - - TBD
Subtotal Permanent Lender Soft Costs ] 30,000 t - 8 -

Saft Cost Contingency §  1ooo00 0% - - TBD
Total Soft Costs § 2546584 1 - § 2109584
Subtotal $ 19,987,136 T4 FIL4BIN8 § 571632
Contingency - ot - TBD
Total Project Cost § 19.087,186 311,008,188 § 5,716,826

Pubdse Financial Management, inc. FRRTRELY
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Alexandsiz Redevelopment & Housing Authority - Quaker Hill Financing
Bank Lean - FMRa - 4% and 9%4 Tax Credits - Fixed Rate
Tax Credit Equity & Mortgage Computation

4% Tax Credit 9% Tax Credit Combined Tax Credit
© 60 Units (1] Unirs &0 Unim
Tax Credit Tax Credit Tax Credit
Equity $/Unir Equity £/ Unit Equity $/Unit
Toral Eugible Basis 11,048,188 184,136 | § 5716825 595,280 | s 16,765,014 8229417
Applicable ¥ 100.00%. 100.0C% 100 20%
Quakfied Basis 11,048,188 154,736 ) % 3,716.82% £95.280 | 3 16,705,014 £273417
Limited Partners % 99.99% ‘ 99.59%, 99,994
Qualitied Basis 11,047,082 134,118 1 % 5,716,284 $98277 |8 10,753,337 £275,38%
Tax Credit Rate thws Nuogradac o of 10704/ 2006 349 8.15% 1: 64%|
Annual Credit 385,543 6,426 | % 465,873 $7,765 | % 451,418 £i4,196
10 Years 3,8585432 54,257 1 % 4,658 747 F77.646 | % K314170 £141,903
DDA 1.00 1.0C 1.00
Credit Allocatior. 3,855,432 54257 1§ 4,658,747 372,646 | % ®214,179 $141,903
Annual Credir 185343 6426 |3 405,875 27,765 | 851418 2i4,190
Gross Proceeds 3,855,432 54,257 |3 4,658,147 J77.046 | % B514,179 $141.903
Syadicasion Payour % 100.00% 100.00% 100.00%
Swvadication Payuur 3,855,432 54,257 |5 4,658,747 $77.646 |8 B314.179 J141.903
Cost of Svadicaton % th
Cost of Syndication fi
Net 9%: LIHTC Proceeds 30 7} $4,658,747 77,646 | $4.658.747 77646
Net 453 LIHTC Proceeds $3,855,432 64,237 30 50 $3.853,432 364,237
[To:al $3,853,432 364,257 $4,658,747 [ 77646 $8,514.17% ! $141 903
Vo2 Fasa- gt Mamagemv, dne 12,6, 1AM
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Alexandria Redevelopment & Housing Authority - Quaker Hill Financing

Baok Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C
Payoff o Partmership

Capizl Account per June 2005 tax returns
Annual Reduction i Capital Account per Junc 2005 returns
Fsumated moachly reducuon in Capual Account

{Capital Aceountac June 2003
Additonal teducnon in Capital Account through June 2007
Tortal Capital Account

Tax Raie

Payoff to Pasnership at June 2007
FEstimated Munthly Increment to Payoff

Publbc Financul Managemenr, [nc

12/4/2006

4,280,886
274,7M3
228492

32RO BRA
549,406
4,830,292

35.00%
2,600,927
12,327

Cap Account per Tax Reqaurns as of 116/2005
Parmnesship Payoff as of 16/2u0”

24
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Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C
Estimate of Operating Deficit Loan Balance

Loan Balance at June 2005 $ 6,437,016 Per Financial Statements
Monthly intetest on Loan $ 2,682 At 0.5% per annum
Balance at June 2005 $ 6,437,016
Interest through June 2007 64,370
Total due at June 2007 $ 6,501,386
Public Financial Management, Inc. 12/6/2006 Page 1 of 1
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Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C

Rehabilitation Costs

Priority 1 - Currently Catcal
Priority 2

Prority 3 - Necessary
Priority 4 - Recommended
Priority 5 - Recommended
Additional Rehab (Update)

Total

Public Financial Management, Inc.

Amount
159,750 §
584,527
828,557

1,366,407

568,001

$

12/6/2006

3,507,242

Cumulative
Total

159,750
159,750
744,277

1,572,834

2,939,241

Page 1 0f 1



Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenanio 10C
Intetest During Construction and Operating Expenses

Interest Rate 7.50% annual
Construction Period 0 months
0.00

Par 0.00

Interest Rate 7.50% annual
Capitalization period 0 months
0.00

Note: Assumes that an addidonal amount of bonds are issued to meet the 50% test.

Operating Expenses 2005

{omes inflanon factor)

60 Units
Total § Total/Unit
Total Udlities 7 - 205 “change regardless «
Total Maintenance and Repair 5,000 83
Total Insurance, [nterest 335,901 5,598
Total § 353211 $5,887
Actual Expenses x Infladon 1.02 $5,887 $6,005
$360,275

Pto axes 200

(6mes inflation factor) Property taxes 2005 - % 185,553
Inflation factor 1.02
Property taxes 2006 $ 189,264
Less: Adjustment for PILOT (99.264)
Adjusted Property Tax Expense ¥ 90,000

Puble Finanaal Management, Inc. 12/6/2006 Page 1 of 1
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Attachment 11

Memo

Date: November 28, 2006

To:  Mildrilyn Davis, Office of Housing
From: Derek McDaniel, Director of Finance
RE: ARHA Financial Obligations

As requested, below is a summary of the Authority’s obligations to HUD and ARHA’s debt
service which continues to have a significant imp:ct on our budget.

HUD Required
Summary of ARHA's Financial Liabilities Reimbursement
1. Repayment due HUD ! - Hopkins Tancil un..athorized loans 3,853,218
2. Repayment due HUD lor Hopkins Tancil res. Jual receipts 433,535
3. 1999 Comp Grant funds recaptured by HUD 1,281,000
4. Liability duc HUD for 2002/2003 double subsidy 561,000
5. Repayment due HUD for HCVP 498,000

Totals 6,625,753

D



q

I&x-lb-~- 006
City of Alexandria, Virginia
MEMORANDUM
DATE: DECEMBER 15, 2006
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: JAMES K. HARTMANN, CITY MANAGER

SUBJECT: CONSIDERATION OF A REQUEST FROM THE ALEXANDRIA
REDEVELOPMENT AND HOUSING AUTHORITY FOR A CITY HOUSING
FUNDS LOAN IN CONNECTION WITH THE REFINANCING OF 60
HOUSING UNITS AT QUAKER HILL

ISSUE: Maintaining and improving 60 units of currently affordable low income housing at
Quaker Hill.

RECOMMENDATION: That City Council:

1) Approve the continuation of the current outstanding $1.2 million City loan to ARHA for
Quaker Hill;

2) Approve an additional loan of up to $3.5 million for ARHA’s acquisition and
rehabilitation of Quaker Hill;

3) Approve the general terms and conditions as listed on Attachment I; and

4) Authorize the City Manager and City Attorney to execute the necessary loan documents
and related agreements, as described in Attachment I, and as deemed appropriate to
protect the City’s investment.

BACKGROUND: ARHA currently is the Managing Agent for 60 affordable housing rental
units (30 condominiums and 30 townhouse units) at Quaker Hill that were developed as some of
the replacement units for the old Cameron Valley public housing development that previously
occupied the Quaker Hill site. As public housing replacement units, these units have been
counted under Council adopted Resolution 830 (adopted in 1981 as an update to Council’s 1972
Resolution 99), which committed the City and ARHA to maintain a minimum of 1,150 public or
publicly-assisted housing units, and to replace any public housing units that are lost.



ARHA’s request for a City loan in connection with its proposed purchase and rehabilitation of
the property, currently owned by Cameron Valley Limited Partnership, the ownership entity
created when the property was initially financed with Low Income Housing Tax Credits
(LIHTC), was received by Council in a docket item for the December 12 meeting
(Attachment II).

At the December 12 meeting, Council met with ARHA representatives, discussed in detail the
loan request, and Council then provided direction to City staff. Council concluded: (1) that the
60 units of Quaker Hill affordable housing should be preserved, (2) that the per unit cost or
preservation of up to $78,333 per unit was very reasonable (in comparison with other prior City
housing loans), (3) that a real estate tax exemption would be provided, but (4) that the loans
would be provided only if certain terms and conditions were met. Council’s direction on terms
and conditions related to having agreements with ARHA that provided security and protection
for the City’s loans, mitigated potential construction risks, ensured that a sound Quaker Hill
financial transaction was undertaken, enabled the City to better review ARHA’s financial
operations, and that the City and ARHA would jointly develop a long-term operating and capital
improvement plan for ARHA’s properties.

The proposed long-term financial plan for operations and capital assets is needed because over
the last few years the federal government’s historic financial support of public housing
(including that to ARHA) has been substantially diminished, thereby severely hampering public
housing agencies across the United States in fulfilling their mission. This diminished federal
role underscores the need for local governments and housing authorities to work cooperatively to
preserve affordable housing. This is the reason that a long-term financial plan for the City and
ARHA is recommended.

Subsequent to the December 12 meeting City staff developed draft terms and conditions, met
with ARHA representatives on Friday to discuss them, and reached agreement on the language
of nearly all 20 terms and conditions (Attachment I). Staff emphasized to ARHA representatives
that all of these terms and conditions represented a single package important to Council approval
of the loan. ARHA’s Chair indicated that it was his intent to convene a special meeting of the
ARHA Board for the Board to formally consider the proposed general terms and conditions of
the City loan as detailed in Attachment .

The terms and conditions listed in Attachment I are intended to provide a framework for the loan
agreement between the City and ARHA, and have been deemed appropriate by the City Attorney
to protect the City’s interests. These terms and conditions address the normal conditions of a
loan (interest rate, repayment terms, etc.), but are also designed to provide for the security of the
City’s loan, ensure that the construction is adequately financed and appropriately managed, and
that both the property and ARHA’s overall operations gain a better financial footing. In addition
to accepting the recommended conditions governing the City loan, ARHA must obtain from the
City regulatory approval of any partnership, corporation, joint venture or other joint form of
ownership into which ARHA proposes to enter, pursuant to Virginia Code § 36-19(12).



The ARHA request outlined in Attachment II called for a new $3.5 million loan from the City,
continuation of the existing outstanding $1.2 million balance of the City’s 1998 loan to the
property, and the granting of a property tax exemption, with ARHA making an annual payment-
in-lieu-of-taxes (PILOT) equivalent to somewhat less than 50% of the current $0.2 million per
year Quaker Hill tax bill.

It has now been determined that the loan needed from the City might be able to be significantly
reduced if the project qualified for a real estate tax exemption and is not required to pay PILOT
by the City. Therefore, contingent on the terms and conditions listed in Attachment I, staff
proposes to work with ARHA to structure the project’s ownership to meet the requirements for
tax exemption, and recommends a new loan of up to $3.5 million (plus the requested
continuation of the existing $1.2 million loan), with ARHA relieved from any obligation to pay
PILOT. This makes the total initial loan $4.7 million. The ¢limination of PILOT of about $0.1
million per year provides ARHA with increased annual cash flow and a correspondingly
potentially substantially higher first mortgage capacity, enabling the City’s additional investment
to be reduced from the original requested long-term loan of $4.7 million to a to-be-determined
mix of an initial loan of up to $4.7 million with that loan being reduced after construction is
completed (about a 12-month period). It is likely that the long-term loan amount from the City
would total at least $3.7 million which could be as much as a $1.0 million drop from the initial
$4.7 million loan.

As noted in the previous docket item, ARHA needs to receive substantial cash from prior
ARHA-made loans to this project from this transaction because HUD is requiring that ARHA
repay the accounts of HUD-funded projects and programs from which monies were used to cover
operating deficits at Quaker Hill and other ARHA properties. ARHA also has other HUD-
imposed reimbursement or repayment obligations unrelated to operating deficits. The proposed
City loan based on ARHA’s pro forma would result indirectly in providing ARHA with $4.0
million in tax credit cash and then $2.3 million in project residual receipts over time to help
address $6.6 million in HUD-required obligations.

In addition, based on the costs associated with recently approved affordable housing transactions,
the cost of assisting ARHA to preserve these units is less than would be required to replace them
elsewhere. The total maximum $4.7 million City investment (including the deferred loan),
equates to an investment of $78,333 per unit, which compares very favorably with that of other
affordable housing transactions approved in FY 2006 and FY 2007, as shown on the next page:



Year Acquisition City
Project Approved Price Investment # Units $/Unit
Gunston FY 2006  $12,300,000 $12,800,000 56 $228,571
Hall (initial) (initial)
$8,300,000 $148,213
(permanent) (permanent)
Arbelo FY 2006 $6,000,000 $3,500,000 34 $102,941
Lacy
Court FY 2006  $10,120,000 $6,615,000 44 $150,341
ParcView FY 2007 $24,000,000 $9,000,000 149 $60,403
{completed))

#

Affordable
Units $/AFF Unit
45 $284 444
(initial)
$184,444
(permanent)
34 $102,941
44 $150,341
120 $75,000

FISCAL IMPACT: Should Council approve this recommendation, staff further recommends

that the new $3.5 million loan be funded from a portion of the general obligations bonds

previously set aside by Council for Gunston Hall, with the understanding that, should the
Gunston Hall project go forward, up to $3.5 million in additional dedicated real estate tax
housing revenue, general obligation bonds or other sources would have to be authorized in order
to fulfill the financing the prior commitment to the Gunston Hall project.

ATTACHMENTS:
Attachment I. General Terms and Conditions for Loan Between City of Alexandria and ARHA

on Quaker Hill Project

Attachment II. Quaker Loan Docket Item from December 12 City Council meeting

STAFF:

Mark Jinks, Deputy City Manager
Mildrilyn Davis, Director, Office of Housing
Helen Mcllvaine, Deputy Director, Office of Housing



Attachment I

GENERAL TERMS AND CONDITIONS FOR LOAN BETWEEN CITY OF
ALEXANDRIA AND ARHA ON QUAKER HILL PROJECT

The following general terms and conditions are intended to provide a framework for the final
agreement pursuant to which the City will make a loan to ARHA for the Quaker Hill project
(hereafter “the Project”), and have been deemed appropriate by the City Attorney and City
Manager to protect the City’s interests. In addition to the following conditions of the loan from
the City, ARHA must obtain from the City regulatory approval of any partnership, corporation,
joint venture or other joint form of ownership into which ARHA proposes to enter, pursuant to
Virginia Code § 36-19(12).

Real estate taxes

. The City will work with ARHA and any new tax credit investor to assure that any
proposed form of ownership for the Project will be eligible for real estate tax exemption
pursuant to Virginia Code § 58.1-3606(A)(1). Assuming this is successfully done, the
Project would pay no real estate taxes or PILOT, resulting in potentially increased cash
flow, and the possibility of some earlier partial repayment to the City.

Loan Repayment Terms

. The City’s loans will be at 2% interest. Residual receipts will be used first to pay
federally mandated reimbursements and ARHA’s deferred developer fee up the amount
of $6.6 million, and then will be split 50/50 to repay City loan (including deferred
existing loan) and deferred ARHA operating deficit loan until City loans are fully

satisfied.
Security for City’s Loan
. The City will have a security interest in ARHA’s ownership share of the limited

partnership or any other form of ownership created for the ownership of the Project. In
the event of material default on any terms and conditions of the City loan, the City will
have the right to assume ARHA’s ownership share and all ARHA’s rights under the
ownership agreement.

. The City will have (1) a second mortgage position on the 60 properties that comprise the
Project, and (2) a second priority security interest in the rents and revenues derived from
their operation.

. In the event of a material default under the terms and conditions of the City’s loan
agreement, in addition to any other remedies available to it herein or under applicable
law, the City shall have the remedies set forth in Virginia Code §36-33.




Construction and Construction Financing

The City must approve the Project’s construction contract documents, including but not
limited to the project scope and construction budget.

ARHA and the City will agree to a construction management process regarding the
planning, budgeting and implementation of the planned rehabilitation and also allow City
staff access to any architect or other construction manager, the books and records related
to the construction and to monitor the planning, budgeting and implementation of
construction.

Financial, Informational, and Management Issues

ARHA will provide the City with a copy of the Project’s tax credit application no later
than when it is submitted to VHDA.

The City will review and approve the total financing plan for Quaker Hill prior to closing
on its loan and ARHA will provide the City with any and all reports, findings and other
information as the City reasonably deems necessary to assess the viability of the Quaker
Hill financing plan.

All monies disbursed at settlement will be disbursed pursuant to the approved
development budget by closing agent pursuant to closing instructions regarding
disbursement of funds to be approved by the City.

The City and ARHA shall agree on the disposition of all funds to be paid to ARHA from
the proceeds of the Quaker Hill financing transaction

ARHA will provide the City with all reports provided to the tax credit investors and the
first mortgage lender, as well as such additional reports and other information determined
to be necessary by the City for proper monitoring of ARHA’s performance under the
term of the City’s loan agreement for the Project, all such additional items to be at the
City’s expense.

The City, at its discretion, will have the right to participate in meetings and discussions
with ARHA’s project consultants.

The City will have the right to participate in the approval of the property management
structure and plans for the Project.

Requirements to Satisfy City that Problems Leading to HUD-Required Repayment Do Not
Reoccur and that ARHA Remains on Solid Financial Footing

The City will have the right to review any audits and related management letters.




Other

The City will have the right to review ARHA financial and grant management records.

ARHA and the City, at the City’s expense, will jointly work to develop a long-term
financial plan for operations and capital assets to assure sustainability, with the City
choosing the plan’s consulting advisor, with ARHA’s input and participation in
developing the scope of the consultant’s work, the selection of the consultant and the
timing of the work.

Terms and conditions are subject to negotiation among the City, ARHA and the tax credit
investors or mortgage lender, to facilitate their approval and participation in the Quaker
Hill financing plan.

As a regulatory matter (not for inclusion in loan documents), ARHA will repay other
outstanding City loans in 2 manner consistent with the applicable loan documents, to the
degree that funds are available, and to the extent allowed by the applicable federal
oversight authorities. ARHA will work with the City in this matter. Once resolved,
timing of payments will occur as soon as feasible, subject to approval by the City.

The City may require in the loan agreement, or impose as a condition of the regulatory
approval under Virginia Code §36-19(12), such other terms and conditions necessary to
protect the City’s position, as reasonably determined by the City Manager and the City
Attorney.
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City of Alexandria, Virginia

MEMORANDUM
DATE: DECEMBER 8, 2006
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: JAMES K. HARTMANN, CITY MANAGER

SUBJECT. RECEIPT OF A REQUEST FROM THE ALEXANDRIA REDEVELOPMENT
AND HOUSING AUTHORITY FOR A CITY HOUSING FUNDS LOAN IN
CONNECTION WITH THE REFINANCING OF 60 HOUSING UNITS AT
QUAKER HIILL

ISSUE: Request from the Alexandria Redevelopment and Housing Authority (ARHA)

for: (1) $4.7 million in City assistance (a new $3.5 million City housing loan (Attachments I and
IT)) plus deferral of an outstanding $1.2 million loan in order for ARHA to acquire and
rehabilitate 60 Quaker Hill condominiums and townhouse units and (2) real estate tax exemption
for the Quaker Hill units.

RECOMMENDATION: That Council receive the request from ARHA for a City Housing
Funds loan in connection with the real estate transaction and related refinancing of 60 units at
Quaker Hill and schedule the request for Council consideration at its Saturday, December 16
public hearing meeting.

BACKGROUND: ARHA currently is the Managing Agent for 60 units (30 condominiums and
30 townhouse units) at Quaker Hill that were developed as some of the replacement units for the
old Cameron Valley public housing development that previously occupied the Quaker Hill site.
As public housing replacement units, these units have been counted under Council adopted
Resolution 830 (adopted in 1983 as an update to Council’s 1972 Resolution 99), which
committed the City and ARHA to maintain a minimum of 1,150 public or publicly-assisted
housing units, and to replace any public housing units that are lost.

Quaker Hill was financed in large part by federal Low Income Housing Tax Credits (LIHTC)
and therefore (as per how the LIHTC program typically works) is owned by Cameron Valley
Limited Partnership, in which ARHA once had a small ownership interest, but as of 1996 has no
ownership interest. Quaker Hill has reached the end of its tax credit compliance period. The tax
credit partnership (as is the norm in the LIHTC program) now wishes to sell the property, and
ARHA has the right of first refusal to purchase the 60 affordable housing units it operates in
Quaker Hill. ARHA wishes to purchase and rehabilitate these properties using, in part, new tax



credit financing under the LIHTC program, a conventional mortgage, as well as ARHA is
requesting gap financing from City Housing Funds in order to have sufficient funds to undertake
this transaction and to preserve the units as low-income rental units. In addition, although not
discussed in ARHA’s November 29 letter, the ARHA project pro forma (Attachment IT}) also
assumes additional City assistance in the form of the City granting the ARHA property a tax
exemption and ARHA making an annual payment in lieu of taxes equivalent to somewhat less
than 50% of the current $0.2 million per year Quaker Hill tax bill. It has not been the City’s
practice to exempt LIHTC funded projects from real estate taxes except for Chatham Square

which 1s a HUD public housing related project. Quaker Hill is not now and would not be such a
project in the future.

This request is before you now because the LIHTC funds will soon be competitively awarded by
the Virginia Development and Housing Authority (VHDA). VHDA will begin to take
applications for allocations from the new Northern Virginia Affordable Housing Preservation
Pool on December 15. While ARHA has asked Council to act on their request on December 12,
so that they can apply the first day applications are taken, December 15, we have been told by
VHDA that date is not a deadline. It is the first date that applications can be submitted, and it is
also not a first-come, first-served situation. Staff proposes that Council discuss this request at its
meeting on December 12 with any loan action taken by Council at its December 16 meeting.
ARHA then can make application to the VHDA on December 18, one business day after
applications are first being taken by VHDA.

DISCUSSION: The 60 Quaker Hill units were placed in service under the LIHTC program in
1990 and 1991. The property does not receive an operating subsidy under the HUD financed
public housing program. It is currently occupied by residents who have federal tenant-based
Housing Choice Vouchers (also known as Section 8). The sole source of revenue for this
property is its rental income, which includes both the tenant payments and voucher subsidies. In
addition to the normal operating expenses for a rental property, ARHA must pay
condominium/homeowner association fees for these units, which are part of the larger market
rate Quaker Hill development.

Prior to ARHA’s issuance of Housing Choice Vouchers to Quaker Hill residents in 1999, the
property’s rental income came solely from low-income resident rents equal to 30% of their
adjusted income, and therefore was not sufficient to cover its expenses. Over time, ARHA
made operating deficit loans from its other housing programs totaling $6.9 million to cover
Quaker Hill operating costs. ARHA’s proposed $13.7 million purchase price for the property
includes sufficient monies to repay (to itself) this operating deficit loan, along with a 1998 City
loan for real estate taxes (approximately $1.2 million, including interest). The proposed project
financing does not provide sufficient funds for the transaction. ARHA has requested a City loan
of $4.7 million, a net increase of $3.5 million over the existing loan, which was due in August
2006 but which the City extended for one year to give ARHA time to work out the details of the
Quaker Hill buyout. Under the ARHA proposal, the City would loan ARHA $4.7 mitlion, and
ARHA would repay the City the $1.2 million outstanding loan, thereby creating a net City loan
increase of $3.5 million.



While it appears that a much smaller City loan may be necessary if ARHA were to forgive some
of its operating deficit loan to the property, ARHA does not consider it feasible to forgive all or a
majority of its current $6.9 million loan to the Quaker Hill project, because HUD is requiring
that ARHA repay the accounts of HUD-funded projects and programs from which monies were
used to cover operating deficits at Quaker Hill and other ARHA properties. ARHA also has
other HUD-imposed reimbursement or repayment obligations unrelated to operating deficits.
The total of these obligations (based on the ARHA staff memo of November 28 included as
Attachment IIT) is $6.6 million. It appears the payoff of a large portion of the $6.9 million
Quaker Hill operating deficit through the proposed refinancing will provide ARHA with most of
the needed funds to comply with HUD’s requirements, as ARHA does not have sufficient funds
from other sources that can be used for these reimbursement and repayment purposes. However,
ARHA will defer a portion of its operating deficit loan to meet the tmmediate cash repayment
needs.

In its November 29 letter to the Mayor and Council requesting the loan, ARHA indicated that if
the City does not provide the requested loan, then ARHA will refinance the property without tax
credits and “remove these 60 units from publicly assisted housing inventory in Alexandria.”
Such an option, according to that letter, would allow ARHA to repay itself most of the $6.9
million (and much of the funds to meet the $6.6 million HUD obligation), but would have the
consequence that it “requires that the rents be increased significantly” to “true market rents.”
This in effect would probably result in the current residents being forced to move. According to
ARHA'’s pro forma, market rents for the units would be $1,900 for the two-bedroom unit and
$2,300 for the three-bedroom unit, compared to the project’s proposed affordable rents (HUD
Fair Market Rents less utility allowance) of $1,074 and $1,301.

Attachment I is ARHA’s pro forma with sources and uses as well as multiyear income and
expense projections. It 1s our understanding that ARHA is proposing that the City loan be a
residual receipts low interest loan (similar to what the City has provided to other non-profit
housing projects). The cash flow that would be used to repay the City (after first paying
ARHA'’s deferred development fee) is reflected in the attachment. Staff is seeking clarification
from ARHA as to the anticipated timing of repayment of the City’s loan.

It should be noted that on December 7 ARHA provided to the City an updated pro forma for
Quaker Hill. While it keeps the request for City funding at $4.7 million, it appears to project the
deferral of $2.5 million of a $6.5 million operating deficit loan. City staff have asked ARHA
staff questions related to this change in financing plans and we are awaiting their response.

The Affordable Housing Advisory Committee (AHAC) discussed ARHA’s request on December
7, and took the position {on a 10-2-1 vote with the recusal of the ARHA representative) “That
AHAC supports the acquisition and preservation of the Quaker Hill units at the suggested per
unit price, in order to preserve low-income rental housing, but does not approve or disapprove
any of the identified funding options.”’ In adopting this position, AHAC noted that the requested
City subsidy is less, on a per-unit basis, than that of other recently approved projects. However,
several members also expressed concern about the size of the operating deficit.



At this time, staff is not providing Council with a recommendation on whether or not to provide
the loan requested by ARHA. Tt would be appropriate for Council and ARHA to discuss this
loan request before any staff recommendation is finalized. If a loan is approved by Council, we
would need to prepare detailed loan terms and conditions, and address how the City’s interests
could be protected. Also, with much of the proceeds of the City’s loan being used to reimburse
other ARHA housing projects (such as Hopkins/Tancil), it may be feasible to have some of those
projects pay back some prior City loans out of the reimbursement that those other ARHA
housing projects are recetving,.

ATTACHMENTS:

Attachment I.  Letter from ARHA Board Chair A. Melvin Miller
Attachment II. Project Pro Forma

Attachment III. ARHA Financial Obligations (ARHA staff memo of 11/28)

STAFF: :

Mark Jinks, Deputy City Manager

Mildrilyn Davis, Director, Office of Housing

Helen Mcllvaine, Deputy Director, Office of Housing
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November 29, 20066

Honorable Mayor Euille and Members of the City Council
301 King Street
Alexandria, VA 22314

RE: Request for Docketing on December 12 Meeting of City Council
City Contribution, Quaker Hill Community

Dear Mayor Euille:

1 am forwarding this communication on behalf of the ARHA Board of Commissioners to
notify you of a Board action that was taken at our regularly scheduled meeting on
November 27, 2006. This action related to the proposed buyout of the Quaker Hill
community, which community was originally financed with an allocation of Low Income
Housing Tax Credits (LIHTC). The 15-year compliance period associated with the
original funding expired as of June of 2006 and it is the desire of the Board to finance the
buyout with a vehicle that insures that Quaker Hill remain as publicly assisted housing.
In undertaking this action however, we must also insure the fiscal well being of the
overall agency.

The ARHA Board of Commissioners hereby requests that the referenced matter be
docketed for consideration by City Council at its legislative session on December 12,
2006. The deadline for ARHA to file an application with the Virginia Housing
Development Authority (“VHDA™) for LIHTC for Quaker Hill is December

1 5th,therefore action by the City Council is necessary at the December 12" meetmg

By way of further background, on August 14™ the Board took an action approving two
options for the financing of this property (see attached). The choice of options is being
compelled by ARHA’s need to repay other housing programs that have been required to
cover the operating deficits at Quaker Hill dating back to the initial lease-up. In its role
as Managing Agent for Quaker Hill, ARHA was contractually obligated to cover any
operating deficits of the project, and to preserve its Right of First Refusal to purchase this
community at the end of the 15-year compliance period. ARHA continued to meet this
obligation even though the deficits ultimately cost ARHA in excess of $6.9 million. This
operating deficit loan of $6.9 million has been carried on our books and is included in the

,
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basis for the allocation of tax credits. The resulting cash out at closing to ARHA will be
used to repay those programs from which it was borrowed. This is not only the desire of
ARHA but also is, a mandate from HUD.

As you know, a member of the City staff and a member of the ARHA staff recently met
with the state housing finance agency (VHDA) and were advised that the deadline for
filing the ARHA application for LIHTC financing for Quaker Hill is December 15 and
that, pursuant to the manual governing the process, a new City commitment in the form
of a loan or grant would be required for favorable consideration of the ARHA

application.

The expected sources of the funds required to meet the obligations of the buyout, which
must be met at transfer of ownership to ARHA in order to preserve these 60 units of
publicly assisted housing are as follows:

permanent financing of $5 million;
deferred existing city loan of $1.2 million (this loan will be repaid and then
refinanced as a subsequent city loan);

e tax credit equity of $8.1 million

e ARHA deferred developer fee of $703,195;

» additional City contribution of $3.5 million necessary for favorable consideration
by VHDA and to be repaid as funds are available.

The planned uses for the funds include:
o payoff of the existing mortgage of $3.5 million;
¢ the cost of the payment to the limited partners at buyout which is the product of

(a) the forecasted losses to be allocated to the limited partner for such year times
(b) 34% for fiscal years 1991-92, 34.5% for fiscal year 1993 and 35% for
subsequent years for a total of $2.6 million;
payoff of the city loan of $1.2 million;
payoff of the ARHA $6.9 million operating deficit loan ($6.3 of which is
mandated by HUD);

e costs refated to improvements identified in a Physical Needs Assessments (marine
clay related damages, replacement of polybutylene plumbing and other necessary
improvements) and associated costs including relocation and construction bridge
ioan for a total of $4 million;

¢ developer fee and other closing and soft costs of $2.5 million.

This financing option allows ARHA to make certain that its other housing programs are
made whole at the closing of the Quaker Hill LIHTC financing which HUD is demanding
be done promptly and preserves these units for compliance with Resolution 830 to
maintain a certain number of publicly assisted housing units in Alexandria.

The only alternative option, and one that would remove these 60 units from publicly
assisted housing inventory, utilizes ARHA governmental essential function bonds to
finance the buyout. The use of this option would eliminate some of the restrictions



incurred with the use of LIHTCs and would improve the revenues for the project. This
financing option requires that the rents be increased significantly to allow for the payoff
of the debt service. This would create a revenue stream for ARHA that would be used to
pay back those housing programs that contributed to the $6.9 operating deficit loan. The
major differences in this option and the option that uses LIHTCs is that, (1) while the
governmental bond option would net ARHA approximately $1 million more in income to
the property over a fifieen year period, it does not have a significant payout at closing and
would not allow ARHA to immediately make whole those housing programs that
contributed to the operating deficits; (2) it would cause the existing resident population
to seek alternative housing if they could not pay the increased rent, and (3) it would
arguably not conform to the spirit of Resolution 830.

The Board has taken an action that allows Staff to apply for the LIHTC financing
contingent on the City making a commitment to the financing sufficient for favorable
consideration by LIHTC and allowing ARHA to make certain its other housing programs
are made whole as required by HUD. Otherwise, we must put the second option in place
to accomplish these objectives. We have been meeting with City staff in relation to this
matter in an effort to work through the application process. The state financing agency
has also made it clear to our collective staffs that a significant local commitment is
required in order for the application to be competitive for the pool of credits for which we
will be applying. According to VHDA, the City’s commitment must be new low-interest
loans or grants and must be inciuded in the application, which is due on December 15%.

It is our hope that the City Council will support this request and help ARHA keep the 60
family units in the Quaker Hill community as affordable and publicly assisted housing
pursuant to Resolution 830. Should you have any questions please do not hesitate to
contact me. We look forward to seeing you at the December 12 Council meeting.

Sincerely,

A_ Melvin Miller
ARHA Board Chairman
ce: ARHA Board of Commissioners

William M. Dearman, CEO
James K. Hartmann, City Manager

Attachment(s) -
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Alexandria Redevelopment and Housing Authority

Commissioners

A. Melvin Milier, Chairperson Carter D. Flemming Kerry-Ann Powell
Carlyte C. Ring, Jr., Vice Chairperson Fletcher S. Johnston Richard J. Blake
Ruby J. Tucker Lestie B. Hagan Peter H. Lawson
§00 North Fairfax Street William M. Dearman, Chief Executive Officer
Alexandria, Virginia 22314 §703! 549-7115
703) 549-8709
TDD 703) B36-6425

To:  Chairperson A. Melvin Miller and the ARHA Board of Commissioners
From: William M. Dearman, Chief Executive Officer i) I.Q,Q‘M/V-—Mq y WE&MW\_/L,_

Date: November 16, 2008

Re: Vote Approval Allowing Staff to Submit an Application for Low Income Housing
Tax Credits for Quaker Hili

ISSUE:

The Low income Housing Tax Credit (“LIHTC") compliance pericd for the Quaker Hill
community ended as of June of 2006. A Right of First Refusal document ailows ARHA
two (2) years to exercise its option to purchase the partnership's interest in the property
for a specified purchase price.

DISCUSSION:

Resolution 358, adopted in a special meeting of the Board on August 14™ authorizes and
directs the CEO to pursue two financing alternatives and to execute and deliver on
behalf of the Authorily such documents and to do and perform on behalf of the Authority
such things and acts as shall be necessary or appropriate to pursue such financing
alternatives, the final terms thereof to be approved by further resolution of the Authority
before consummation of any such financing. Option 10C, as presented in the August
14™ docket, includes 9% LIHTC financing.

The reason Option 10C was selected over Option 13A was because of the higher cash
available to ARHA at closing. ARHA has been carrying a $6.9 million operating deficit
loan for Quaker Hili and this loan must be paid off or forgiven at closing. HUD has
required that ARHA pay back certain program funds that were used to cover operating
deficits therefore, it is in the best interest of ARHA to claim the operating deficit loan in
the basis for the tax credit allocation in order to get the cash out at closing and pay back
the funds. The alternative to the tax credit allocation is to borrow the funds to repay the
program, finance the buyout of Quaker Hill with Essential Function Bonds (Option 13A)
and raise the rents to true market rate rents in order to pay off the debt service. if the
city is not able to fund the full commitment required to balance the sources and uses in
the tax credit application proforma, the net effect would be a reduced cash at close out

and-ARHA would stii-fraveto-borrow -money-to-pay back-other-programs-but-would-not
have the capacity to pay the debt service because rents would be restricted.

Beginning in 2005, the state housing finance agency. VHDA, began offering a non-
competitive pool of credits, set aside for applications proposing preservation of currently

5
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existing non-elderly properties providing affordable housing within specific Northern
Virginia geographic locations. 1t was this pool of credits that ARHA intended applying for
to execute financing Option 10C.

Even though staff has had numerous discussions with city staff regarding the financing
for this project, to date we have not been able to secure a firm financial commitment for
the project. The application for this pool of credits is the same as the application for the
competitive pool of credits due annually in March with the exception of:

a Funding for the development is not feasible using tax-exempt bonds (as
determined by VHDA using its normal underwriting criteria)

o Acquisition of the property cannot be accomplished within the schedule for the
competitive scoring process

a Atleast 20% of the units must serve households at or below 50% of area median
income

o The property must qualify for EarthCraft certification or eamn at least 20 amenity
points {excluding points for brick and bathrooms)

a One-third or more of the developer fee must be deferred
Local funding (low-interest loans or grants) must be inciuded in the application

0 Applicants may not submit the same development for this pool and the
competitive credit pool.

The application is due on December 15™ and a reservation of credits will be made after
an initial feasibility evaluation and is conditional upon the ARHA mesting the above
requirements, pius those of the overall 9% application. If we satisfy the requirements,
we would go through scoring and we could get a determination from VHDA as soon as
30 days after submission; immediately after determination, a reservation of credits wouid
be issued.

RECOMMENDATION:

Vote to authorize staff to submit an application to VHDA on December 15" for an
allocation of 9% credits, contingent upon the city funding the full commitment needed to
cover the payoff of the outstanding operating deficit loan to ARHA. If the city is not
willing to fund the full commitment, authorize staff to proceed with the Essential Function
Bond issuse. :

FISCAL IMPACT:

None.

?
Page 2 of 2



Alexandria Redevelopment and Housing Authority

Commissioners

A. Melvin Miiler, Chairperson Carter D. Flemming Kerry-Ann Powell
Carlyle C. Ring, Jr., Vice Chairperson Fietcher S. Johnston Richard J. Blake
Ruby J. Tucker Leslie B. Hagan Peter H. Lawson
800 North Fairfax Street Wiliam M. Dearman, Chief Executive Officer
Alexandria, Virginia 22314 703) 549-7115
FAX: {703) 549-8709
To: Chairperson, A. Melvin Miller and the ARHA Board of Commissioners'DD: (703) 836-6425
From: William M. Dearman, Chief Executive Officer
Date: August 8, 2006
Subject: Vote approval of Resolution No. 358 Authorizing Staff to Implement Financing

Alternatives for Quaker Hill Buyout

ISSUE;

ARHA's Financial Consultant, the PFM Group, has completed the analysis of various scenarios regarding the
buyout of the Quaker Hill, and as such, Staff is retuning to the Board for further direction.

DISCUSSION:

Financing Alternatives

Public Financial Management, Inc. (“PFM”) has selected for the Alexandria Redevelopment and Housing
Authority’s (the “Authority”) consideration the following alternatives (the “Alternatives™) for financing the
acquisition and rehabilitation of the Quaker Hill project. These Alternatives were selected from among more
than a dozen potential scenarios, based upon meetings with the Authority’s staff. The chart below
summarizes the Alternatives, selected by the PFM and ARHA and a more detailed description is provided in

Attachment A.

100% Restricted Scenarios
10 C | Taxable Bank Loan — FMR Rents — 9% Tax Credits — Fixed Rate — 100% @ 60% AMI

No “Restrictions”
13 A | Tax Exempt (non-AMT) Bank Loan — No Tax Credits — Fixed Rate — 100% Market Rents

The Alternatives as presented are consistent in their underlying project configuration, and were used reliably
as a means of selecting these two from the total group of financing structures presented. However, there are
significant decisions that remain with respect to the physical plan for the project that will affect the final
financing plan. These decisions are associated primarily with the rehabilitation plan for the project.

The most recent Physical Needs Assessment, prepared April 6, 2006 by EMG, cites “Currently Critical” and

“Necessary” improvements in the amount of $744,277, and also identifies an additional amount of $2,194,964

of “Recommended” improvements for the project. How much of the total improvements are to be done, and
————— whether.they are funded_from the.proceeds of the financing or funded from cash flow, are key decisions_for

the Authority. However, these are decisions that can be accommodated within either of the viable
Alternatives. Both of the Alternatives assume that only the “Currently Critical” and “Necessary”
improvements are to be undertaken at the time of the buyout; it is prudent to complete all of the work,
$2,939.24] at one time and it is Staff’s desire to handle the rehabilitation in this manner.

l-’-‘\
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Financing Tools
The selected Alternatives utilize one of the two financing tools:

1. “9%” Low Income Housing Tax Credits (“9% LIHTCs"). The current financing on Quaker Hill
used this approach. The 9% LIHTC program provides 10 years of tax credits to investors in an annual
amount roughly equal to 9% of the improvements on the property related to housing (land costs and
any commercial uses are excluded from the tax credit basis). In the current market, this results in an
equity investment equal to anywhere from approximately 50% to 70% of the total project costs.

The balance of the project costs must be provided by taxable debt from the private sector or public
sources of funds. Under tax regulations, tax exempt bond financing may not be used in conjunction
with 9% LIHTCs. The amount of 9% LIHTCs allowed within each state is restricted under federal

law.

In Virginia, the Virginia Housing and Development Authority (VHDA) allocates 9% LIHTCs based
upon applications for individual projects. VHDA provides two pools of 9% LIHTCs one reserved for
a “Preservation Pool” of previously affordable units that require refinancing, and a “Competitive
Pool” available to any affordable project within the Commonwealth. The entire 2006 Preservation
Pool was allocated to one project, RPJ Housing Development Corporation’s Lacy Court. The
application deadline for the 2007 Preservation Pool is November 2006; there are only $ 2.2 million in
credits available in this pool. Authority staff has had discussions with VHDA and has learned that
there are three other projects, Quaker Hill would make four, that would be submitted for
consideration in the 2007 Preservation Pool, two from RPJ, one from Wesley Housing, which is
ParcView, and Quaker Hill. The Authority does not want to see ParcView jeopardized because
Authority staff has been approached by Wesley Housing to issue tax exempt bonds for the acquisition
/ rehabilitation of the ParcView project. If the application is not successful in the 2007 Preservation
Poo! process, applicants are not allowed to submit in the March 2007 9% Competitive Poo} for
credits; and the Authority would be forced to apply 4% LIHTCs.

2. Tax Exempt Essential Function Bonds (“Essential Function Bonds”). These are tax exempt bonds
that can be used when the project owner is a state or local government, agency or authority. These
bonds do not carry any LIHTCs with them since partial ownership of the project by private investors
is prohibited under the tax laws. The use of Essential Function Bonds can eliminate some of the
restrictions incurred with the use of Private Activity Bonds or LIHTCs and improve the revenues of
the project. They require no allocation from VHDA or any other agency, and can be issued under the
Authority’s own authority, provided bond counsel opines that the use of the funds meets with the

Authority’s public purpose.

Description of Scenarios — Pros and Cons follow in Attachment A.

RECOMMENDATION:

Staff recommends that the Board approve the financing aiternative Scenario 10 C (Taxable Bank Loan —
FMR Rents — 9% Tax Credits — Fixed Rate — 100% @ 60% AMI) as a first choice. 1f ARHA is successful in
obtaining the 9% tax credits, this scenario provides the most upfront funds available to the agency after the
buyout expenses have been paid. The funds available after the conclusion of the buyout can be used to



complete the additional improvements in Quaker Hill, prolonging the usefulness of the property, as well as,
pay off the mortgage at Glebe Park, placing the Agency in a better position for redevelopment.

In order to implement this Alternative, Staff requests approval to amend the original contract with the PFM
Group. This amendment would consist of additional services required to compiete and submit the LIHTC
application in order to receive an allocation of 9% tax credits from the Virginia Housing Development
Authority, as well as, the PFM Group procuring the services of a Certified Public Accountant in the role of a
subcontractor to the PFM Group, to provide certain certifications required by the VHDA application. The
total cost of this amendment would is expected not to exceed § 15,000.00.

Should the Agency be unsuccessful in obtaining the 9% tax credits, then Staff recommends that financing
alternative Scenario 13 A (Tax Exempt (non-AMT) Bank Loan — No Tax Credits — Fixed Rate — 100% Market
Rates ) be adopted as a second choice. Although this scenario provides less upfront funds available at the
conclusion of the buyout, the overall cash to the Agency over a 15-year term is significant, and this financing
tool does not include as many restrictions as tax credits.

Scenario 10 C

Total cash flows to the Aunthority (without giving weight to the time value of money) of $16.6 million.
Additional services for Consultants are expected not to exceed $ 5,000.00.

Scenario 13 A

Total cash flows to the Authority (without giving weight to the time value of money) of $18.4 million. Total
transaction costs are not expected to exceed 2% of the original aggregate principal amount of the bonds to be
issued ($250,000) and such transaction costs may be financed with the proceeds of the bond issue.




ATTACHMEENT A: COMPARISON OF THE SELECTED ALTERNATIVES
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ALTERNATIVENWC

Fuxable Dank Loan - FMR Rentr « 9% Tax Credin - Fived Rate - 160% (g 50% AM!
This sllernative amumes:

Taxable bank | oan ab Gxed rate;

W LIHTCy,

Remes st ot Fpir Macket Rent levels;

Incore resivictions for | DU of the uaits & 60F4 of tre Area Medim [ncome.

Thin seenarle vesubly in:
Upfrant ¢ish to the Aulidrity in an stimaled dmour of § B0 rltioa.

Cumuialive mvlui cash flow in the firt 13 years of § 3.1 mifliow

Uipon relinancing of the projeet to buyout the rx credit investons in | 3 vers, a nec payment tor the
Authotity of 5 1.5 miltion,

o cash flovwg to the Awtor ity {withoul giving weighl 10 the 4 me valus of mocey) of § 16.6 million.

rRUS

Preservation of the project in itr cument une.
Approvimaely § 8.0 mittion of funds availabie 2 elosling for sddrtiomat rehab at Quaker Hill,
invastment in Glebe Park of any ciher purpose of the Authority. This is the bighest amount of wpfiont
cash of any al et ves,

'
Egumated positive cask flaw shrougheut the fife of the project.
et paymen o the Authorty at L1he end of the tax credit pesind.

Renks Znd in ! eash flow to the Aulherity and 1et cn upiront cash

LONG
Very mm:m-u L 1o seck 9% LIHTC, and may not be successful.
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Drelayie toyingoll cxising tax credit parters Wil ineresse the smourt of pvolTrequired.

ALTERNATIVE 13 A
Fax Excinpt {non-AMT) Bank Losn - No Tax Credity - Fived Nate - J00K Marker Rents

This sllerndlive noumest

Tux exempt Exential Punction Bond berk iom at a fixed rate;
No LIHTCs,

Renis yee 21 mavket renig,

No income sesrictions.

Thie seenarie resolls bny:
Upfront cash %0 the Authority in 2 estimmed ymount of 3 3.8 million
Cumalalive annual cash flows nthe fizat 15 years of § &0 million.

With o tax credits to buy 0wt in [5 years, the Authgrity could refinance a that lime producing & net
payment Lo the Authority of S &7 million

Total cash fiows W the Authority {wsthaul giving weight Lo the e value of money) of § 19 4 million.
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Approximetely 3 3 & million of funds svailatle st closing for additionad 1ehab at Quakar Hill,
investment in Qlebe Park or mny ather putpose of the Awthority. Estsated positive cash llow
throughow the life of the projeet.

Net payment 1o the Awthocity at the end of Iax cradit penod
Ranks { s in ovarall cash Bow w the Aothosiry,

Complete flanlity with no addilional project owners
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RESOLUTION NO. 358

RESOLUTION OF THE ALEXANDRIA REDEVELOPMENT AND HOUSING
AUTHORITY AUTHORIZING ITS CHIEF EXECUTIVE OFFICER TO PURSUE
TWO FINANCING ALTERNATIVES WITH RESPECT TO THE QUAKER HILL

ACQUISITION AND REHABILITATION PROJECT

WHEREAS, the Alexandria Redevelopment and Housing Authority (the "Authority™)
is empowered by the Virginia Housing Authorities Law, Chapter 1, Title 36, Code of
Virginia of 1950, as amended (the "Act"), to finance and refinance the acquisition,
rehabilitation and equipping of facilities used primarily for multi-family residences in
order to promote decent, safe and sanitary housing in the Commonwealth of Virginia;

WHEREAS, beginning on June 30, 2006 the Authority has the contractual right to
acquire the Quaker Hill multi-family residential community (the "Quaker Hill Buyout
Option™) located in the City of Alexandria, Virginia (the "City");

WHEREAS, the Authority has previously directed the Chief Executive Officer of the
Authority to work with Public Financial Management, Inc. ("PFM") and McGuireWoods
LLP ("McGuireWoods") to explore financing alternatives with respect to the exercise of
the Quaker Hill Buyout Option, the rehabilitation of the Quaker Hill community and the
possible leveraging of the Authority's ownership of the Quaker Hill community to
provide financing for all or a portion of the Authority’s expected contribution to a
redeveiopment joint venture with respect to another multi-family residential community
located in the City known as Glebe Park; and

WHEREAS, PFM and the Chief Executive Officer of the Authority have
recommended the Authority pursue two financing alternatives with respect to the
foregoing, which alternatives are briefly described as follows:

Alternative A: The Authority obtains a short-term extension of the existing
SunTrust Bank Quaker Hill mortgage financing (in an amount not to exceed $3,750,000,
for a term not to exceed 180 days at an annual interest rate not {o exceed 7%) and then, in
a combined fashion, publicly procures permanent taxable bank loan financing upon the
most favorable terms available and secks an allocation from the Virginia Housing
Development Authority (*VHDA") to sell 9% low income housing tax credits to fund the
exercise of the Quaker Hill Buyout Option, the rehabilitation of the Quaker Hill
community (with up to 100% of its units restricted to residents at or below 60% of the
Area Median Income) and the Glebe Park redevelopment joint venture contribution.

Alternative B: The Authorify obtains the short-term SunTrust Bank Quaker Hill
mortgage financing extension described above and then, if VHDA does not award the

Authority the 9% Jow income housing tax credit allocation described. above

the Authority publicly procures tax-exempt governmental bond financing upon the most
favorable terrns to fund the Quaker Hill Buyout Option, the rehabilitation of the Quaker
Hill community (with the least restrictive affordability requirements, if any, permitted by



applicable local, state and federal law) and the Glebe Park redevelopment joint venture
contribution.

NOW, THEREFORE, BE IT RESOLVED BY THE ALEXANDRIA
REDEVELOPMENT AND HOUSING AUTHORITY AS FOLLOWS:

1. The Authority hereby finds and determines that the pursuit of the foregoing
Quaker Hill Buyout Option financing alternatives, as described to the Authority by the
Chief Executive Officer of the Authority, PFM and McGuireWoods, will be in
furtherance of the purposes for which the Authority was organized under the Act.

2. Pursuant to Section 2.2-4303E of the Code of Virginia of 1950, as amended (the
“Code”), the Authority hereby finds and determines that there is only one source
practicably available for each of the following services to be procured (as more fully
described in a notice to beposted in the Authority's lobby upon passage of this
Resolution): (a) the extension of the SunTrust Bank Quaker Hill mortgage financing; and
(b) PFM's financial advisory assistance with the Authority's application to VHDA for an
allocation of 9% low income housing tax credits for the rehabilitation of the Quaker Hill
community. Pursuant to Section 2.2-4303H of the Code and the Authority’s November
2004 Purchasing Procedures Manual’s Small Purchase Procedures, the Authority shall
procure a market study acceptable to VHDA for submission in connection with the 9%
low income housing tax credit allocation application described above.

3. The Authority hereby authorizes and directs the commissioners of the Authority,
the Chief Executive Officer of the Authority and each other officer of the Authority to
work with PFM and McGuireWoods to pursuc financing Alternatives A and B as
described above and to execute and deliver on behalf of the Authority such documents
and to do and perform on behalf of the Authority such things and acts as shall be
necessary or appropriate to pursue such financing alternatives, the final terms thereof to
be approved by further resolution of the Authority before consumination of any such
financing.

4. All other acts of the commissioners and the officers of the Authority that are in
conformity with the purposes and intent of this Resolution, whether such acts occurred
before or occur after the adoption of this Resolution, are hereby ratified, approved and
confirmed.

5. This Resolution shall be effective immediately upon its passage.

Wi96120.3




Attachment I1

Alexandria Redevelopment & Housing Authority - Quaker Hill Financing

Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C

Cover Page

Major Assumptions

Type of Ownership ARHA

Type of Debt Taxable Bank Loan with 9% LIHTC Taxabie

Source of Debt Bank loan

Fixed or Variable Fixed

Underwriung Rate 7.50%

Assumed Cash Flow Rate 7.50%

Term 30 years

Amoruzation 30 years

Debt Service Coverage | 1.20

Rents FMRs

Restrictions 100% of units affordable at 60% of MAI

Tax Credits 3.49%

Tax Credit Poce 100.00%

Construction/Rehab Assumptio ssumptions

Construction/Rehab Begin Date 3/1/2007

Construction/Rehab Period 12 months

Construction Draw Schedule Level monthly draws

Comments

This would be the permanent financing for the project
Contents Page
Sources and Uses/Senior Bond Sizing 2
Project Profile 3
Pro Forma Cost Summary (Page 1 of 2) 4
Pro Forma Cost Summary Continued (Page 2 of 2) 5
Tax Credit Equity Computation 6
Partnership Payoff Calculation 7
Estimated Loan Balances 8
Rehabilitauon Costs 9
Interest Calculation/Operating Expenses 10
Cash Flows 11
Subordinate Obligations 12
Tax Credit Payoff Caiculation 13
Affordable Rents 14

12/6/2006



Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C

Cover Page

Maijor Assumptions

Type of Ownership ARHA

Type of Debt Taxable Bank Loan with 9% LIHTC
Source of Debrt Bank loan

Fixed or Varable Fixed

Underwriting Rate 7.50%

Assumed Cash Flow Rate 7.50%

Term 30 years

Amorgzation 30 years

Debt Service Coverage 1.20

Rents FMRs

Restrictions 100% of units affordable at 60% of MAI
Tax Credits 3.49%

Tax Credit Price 100.00%

Construction/Rehab Assu ions As tion
Construction/Rehab Begin Date 3/1/2007
Construction/Rehab Period 12 months

Construction Draw Schedule Level monthly draws
Comments

This would be the permanent financing for the project

Contents

Sources and Uses/Senior Bond Sizing
Project Profile

Pro Forma Cost Suminary (Page 1 of 2)
Pro Forma Cost Summary Continued {Page 2 of 2)
Tax Credit Equity Computation
Partnership Payoff Calcuiation

Esumated Loan Balances

Rehabilitation Costs

Interest Calculation/Operating Expenses
Cash Flows

Subordinate Obligations

Tax Credit Payoff Calculation

Affordable Rents

12/6/2006

=~
3
-J- CIIE I T R T ¥ 5

ponk b b
oo RSs

Taxable



Altxandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9%, Tax Crediis - Fixed Raie - Scemarco 10C
Saurces & Uses: Bend/ Loan Sizing

Loan Proceeds (Permanent) 3 3562551
Temporaty Bond Proceeds {To be Refunded) . -
Deferved Openting Deficic Loan I
Dieferred Ciry Newe 124340
“Tax Credn Lquiry 8514079
Divedoper Cach .
Deferred Develnper Lee
Addinona! Cury Conrobuton
Total

Tax Credit Equity during Constructon
Swurplus (Shotall)

Uses .

Daymunt (o Tameed Parosers S 2y

Payofl of Rank Lo A 022

Pavoll of Oy Note 1.2H. 500

Payoff of Opemong Dufier boan .31 386

Additonal Purchase Foce .

Purchase Prce 13,742,735
Relocation Cost 50,000
Tom) Indirect Costs 100,000
Tomni Canstruction/Rehzb Costs 3507242
Total Fmance Costs 15,626
Subinial Predevelopmut Cosis 15,00

Develogier Fre 25158

Subgotal Eguiry Partner Fees 31,40

Subtotal Bond [ssuance Costs 1,000

Subroal Peonancnt Lendker Soft Coses RIS N
Saft Con Contingency 100,000

Toat Soft Costs o Dadifii84
Subrotal - $ 19,987,186

Total § 19987185

$ 57,629
3 215743
5 5,547,004

Gross Remt Revenue 455,000
Less: Vacancies §.00% (62,750)
Openting Expenses Fram Ojerniig Expean (Page 9) £114%) {360,275}
Property Taxes or PILOT Payruenes (50,800)
Net Dpﬂalin; Tncome LS
Debr Serviee Coverage Raon 1.20
Rovenor Svadadle for Dbt denvce 301,046
ol Underamueg Rate (81 Debr; 7.50r%
Term of Loan (Years) 30
Total Borrawing Capacity 3562551

Underwriting .-

Ceeds Enlancemens Fre DN
| iequadity: Fer LIS
lneerese Rare Cap [npousd DU
Iasuer Fee 0.000
Remarkeiuyg Fee 0.006"%|
Trustee Fer 0.000%
‘Tota! Annual Fees 0.000%
Assurned Bond/Loan Rawe 7.500%
Undeswriting Adjusement 0.000%

Less Incerest Rate Cap Exception 0.000%
Tom! Underwnining Rate 7300

Pubin Finnsce AL ussgrinens, 12707200, Poge 1081



Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C
Project Profile

Public Financial Managemen, [nc.

Multifamily Project Profile ]
Apartment Type 2BR 3BR Totals
Square footage 910 1174
% of total units 50% 50%
Number of Units 30 30 60
Market Rents $1,900 $2,300
Fatr Market Reats (1) §1,225 $1,580
40% of MAI - Gross Renis 2 $813 $939
50% of MAI - Gross Rents () $1.016 §1173
60% of MAI - Gross Rents ¢2) $1,219 $1,408
50% of MAI - Rent/sq ft $1.12sqfr | $1.00sq ft
60% of MAI - Reat/sq ft $1.34sqft | $1.20sq fr
Utility Allowance (3 $151 $279
Deducted? (Yes=1,No=0) 0 0
Applied Ddlity Allowance $0 $0
Market Rents - Net Rents $1,900 $2,300
FMRs - Net Reats $1.074 $1,301
40% of MAI - Net Rents $813 $930
50% of MAI - Net Rents $1,016 $1,173
60% of MAI - Net Rents §1,219 $1,408
% of units at Market Rent 0% 0% 0%
% of units at Fair Matket Rent 100% 100% 100.00%%
% of units at 40% MAI 0% 0% 0.00% N
%o of units at 50% MAI 0% 0% 0.00%
% of units at 60% MAI 1,78 0% 0.00%
Total 100% 100% 100%
Nusmber of units a Market Rent 0 ¢ 0
Number of units at FMR 30 30 60
Number of units at 40% ALAL 0 0 0
Number of units at 50% AMAI 0 0 0
Number of units at 60% MAI 0 0 0
Total 30 30 60
Monthly Market Rent Revenue 30 30 $0
Monthly Fair Market Rent Revenue 332,220 $39,030 $71,250 |
Monthly Affordable Rent Revenue $0 $0 $0
Tota! Monthly Rent Revenue $32,220 £39.030 71,250
Annual Rent Revenue $386,640 $468,360 $855,000
Total Annual Rent Revenue $855,000
(1) Current Section 8 FMRs

{2) From Novogradac
(3) From ARHA

12/6/2006
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Alexandria Redevelopment & Housing Authority - Quaker Hill Finan<ing
Bank Loan - FMRs - for 4% and 9% Tux Credit Secnarios - Fixed Rate
Pro Forma Cost Summary (Page 1 of 2}

4% LIHTC 9% LIHTC
Elhgible  Eligible Basis  Bligitle Basis

Totat Cost Basis (%) )} [U) Noics
Purchase Price
Papment 1o Limuted Parmers § 2500927 £0% & 2080,741 As cchmated i Payert o Pamiership Wodkeliee
Payoff of Bank Loan 3440922 R0 3753734 Per June 30, 21035 Faancidl Statomen loatwe:
Payoff uf Caty Nore 1,204,500 80°~ 963,600 Fe: June 30, 2005 Faancal Siatement lootiees
Payoff of Operanng Debeit Loan 4,501 386 87 3,201,109 Per June 30, 2005 Punancil $ateimen) lootos
Additonal Purchase Poce . 80% -
Total Purchase Price $ 13747735 § 10,998,188 Assumes 80% attnbutable to deprecuble bane, 2074 1o land
Relocation Cost $50,000 100% § $0,000
Land Price
Land Poce - oY § - Imphcit in purchase puce
Broker comm/hile & donng e ot o - NiA
Total Land Price § - 1

Indirect Costs

Buikding sichitect 1 . 100% § .1 .
Landscape sxchitect - 100% - -
Survey/Civil engineer . 100 - -
Sods engmeer . 100% - -
Geotech engineer - 100% . -
Phase 1/11 - 0% - -
NEPA - % - -
Ema i (EIR) Consul . o R
Testing & inspection . 100%
Tuaffic engineer - an -
Aconstiesl engineer - 100% - -
Othes indirects: . -
Cost Bstimatar - 100% - .
Pl checker - 100% - -
Owner Rep's /Construction Mansge: - 100% . -
Municipd fees (Planang) - 100% -
School divtrict fees - 100% - -
Building Pemmnit - 100% - -
PG &B - 100%: -
Csble /FPhone B 100%
Water/Sewer - 100%: . -
Conungency 100,000 o0 - 100,000
Total Indirect Costs $ 100,000 ] - % 100,000
Hwrd Construction Costs
Poogty 1 - Cumently Cratical ] 159,750 100% § - § 159750  From Physical Necds Assessment
Prionty 2 - 100% - Prom Physical Needs Assessment
Prioiity 3 - Necessary 584,527 100% - 584527  From Physical Needs Asscsament
Paority 4 - Recommended 428,557 100% - 828,557 Wol included i this scenario
Proity 5 - Recommended 1,366,407 100% - 1,366,407 Met wcluded 1n this scenano
Addibona] Rehab (Update) 568,001 o - 568,001
Total Construction/Rebinb Cass § 3,507.242 ] - § 3307242
Finance Costs
Constructon Loan Per } - 100% § - 8 -
Peananent Loan Fee 35,626 W - - 1% of Bond Amount
P Bond Bxp - % - - Trom Interest Calculstion Page (page 7)
Tempomxy Bond [ Exp - 0% - From Inierest Calculstion Page {page 7)
Post construction interest - % - -
Opemtng, revermc - % - - Assume Break Even
Openting expenses - riid - - Assume Break Even
Totsl Finance Costs $ 35.626 3 4 -

Pubhc Pinancul Mansgement, lnc. 12/6/2008 Pag1 of 2



Alexandria Redevelapment & Housing Authority - Guaker Hill Financing

Pro Formas Cost Summary Cantinued {Page 2 of 2)
4% LIHTC 9% LIHTC

Soft Costs (all inclusive} Ekgible  Eigble Bans  Ebgonle Basis

Predevelopment Coats wigl tlpsr  Basn {4 B 1 W utes

Legal ] . [0 | . § - Qrgaryzanon and lende
Lender Due Diligence £5,000 0 - . Appmral, Madet Study, Envita Reviews
Accounung - 0% - . Audit, cost certfication
Rond Allocaton Application Consultant . % -

Bond Allocahan Applicaton Pee - 0% - -

Market 5tudy . % _ -

Tax Credit Applicstion Consultant B [ . -

Contingency - o _ - -

Subtotal Predevelopment Costs % 15,000 H - 8

Tasces, Innwrance, Developer Fees

[nsnmnce | . 100% § P . Budder's Rusk Insurince
Masketng ) % . - Remup and comnmercial matke g
Overhead - 100% - .
Property Taxes - 100% - -
Dewcloper Fee 2,251,584 100% - 210958
Subiotal Taxes, bns, Dev Fees 1 225150 [ . § 2,100,584
Equity Partner Fees
Equity Partact Dev Fec H . o § $
Equity Purmice Logal Pee . 30,000 (14
Equaty Patner LC Fer- Comrucnon e Or -
Subtotal Equity Partncr Pees ] 50,000 ] B |
Bond or Loan Issusnce Costs
Pinancial Advisor H - 0% § - % - TBD
Underwriter's Pee - h - -  TBD
Underwriter's Legal . 0% . - TBD
Bond Counsct - 3 - - TBD
Conduit Ixsuer Cost of [rmance - % - -  TBD
Trustee up front fec . 0% E - TBD
Trustce annwual tee firt year only . 0% - - TBD
Rating Agency - 0% - - TBD
Issuers Counse] - 0% - -  TBD
Statenent / Ponting & Malng - 0% - . TBD
Bond Allocstion Fee - oA . -  TBD
Boower's Counsel - [ - - TBD
Contrygency 160,000 % - - TBD
Subtoin] Bond Isuance Cors $ 100,000 [ - 8 -
Saft Cose
Application Fee 0000 o% 1 -3 - TBD
Peomanent Lender Appraisal Pee - L - - TBD
Peorancnt Lender Conversion Fere - 0% - - TBD »
Pepnanent Lender Legal Pecs 10,000 0% - - T8D
Peonanent Lender Processing Fee . 0% - - TBD
Title /Closing - % - - TBD
Subtotsl Peomanens Lendes Soft Costs P 000 t - -
Soft Cost Contingency $ 100000 % - - TBD
‘Total Soft Costs § 2546584 $ - § 2,109584
Subtotal § 1998718 o4 11,4138 § 5716826
Coutingency - 178 - - 1BD
Total Project Cont 3__19,987,186 311048188 § 5716826

Putdsc Financisl Management, lnc. Vene233



Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 4% and %4 Tax Credire - Fixed Rate
Tax Credit Equity & Mortgage Computation

L R A
1w e d Lt A

4% Tax Credit 9% Tax Ceedit Combined Tax Credit
60 Units 60 Units 60 Units
Tax Credit Tax Credit Tax Credit
Equity $/Unir Equity 5/ Unit Equity &/ Unit
Total Eiigible Basis 11,048,188 184,136 | § 3,716,825 £95.280 | % 16,765,M4 $275,417
Applicable ¥ 100.00% 100.0C% 160 00%
Quakfied Basis 11,048,188 154,736 1} 3,716.820 I95.280 | % 16765014 £275,417
Limited Partners % 99.99% i 99.59% 99.99%
Qualified Basis 11,047,082 184,718 18 576,254 595271 5 16,353,137 £270,385 |
Tax, Credit Rate tur Nurogradae or of 10704/ 2006 C349% 8.15% 11 64%
Annual Credit 385,543 6426 | § 463873 $7,765 1% 851,418 Ji4,19G
10 Years 3,865,432 64257 1% 4658747 £77, $ A314.476 $141,903
DDA 1.00 1.0 1.00
Credit Allocatior. 3,855,432 54257 |% 4658743 377,646 | § B314179 141,903
Annual Credit 385,543 6526 |3 465,875 32,765 | % 550,418 214,199
Gross Proceeds 3,855,432 54,257 [§ 4558747 377,646 | § ¥,514,179 141,903
Syadicazion Paynur % 100.00% 100.00% 102.00%
Svndication Payout 1855432 54,257 |8 4,558,747 377,546 |8 B314.179 L141,903
Cost of Svndicanon ¥ 0
Cost of Syndication a
Net 9% LIHTC Proceeds 50 7] $4,658,747 77,646 | 34,638.747 77646
Nert 4% LINTC Praceeds 33,855,432 64,237 80 §G $3,855,432 464,257
Eotal 33,855,432 304,257 $4,658,747 I $77,646 £3,514.179 | $141,903

= lewa 2wl Managomsm, Joc
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Alexandns Redevelopment & Housing Authority - Quaker Hill Financiag
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C

Payolif to Parmership
Capinal Account per June 2005 tax reruens H 4,280,884 Cap Account per Tax Returns as of (62005
Annual Reducuon m Capital Account per June 2005 returns 274,703 Partnership Payoff as of 06/2in)"
Esnmated monthiy reduction in Capital Account 22,842 24
(apital Account 2t June 2005 13 31.2HU 8486
Addigonal reduenon in Capital Account theovgh June 2007 549 400
Total Capual Account H 4,830,292
Tax Raie 35.00%
Payoff to Partnership at June 2007 3 2600927
Fstimated Monthly Inerement to Payoff H 12,327
ubbe Financial Managemeny, Inc. 13/8/2006
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Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C
Estimate of Operating Deficit Loan Balance

Loan Balance at June 2005 $ 6,437,016 Per Financial Statements
Monthly interest on Loan $ 2,682 At 0.5% per annum
Balance at June 2005 $ 6437016
Interest through June 2007 64,370
Total due at June 2007 $ 06,501,386
Public Financial Management, Inc. 12/6/2006 Page 1 of 1
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Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 10C

Rehabilitation Costs

Priority 1 - Currently Critical
Priority 2-

Priority 3 - Necessary
Priority 4 - Recommended
Priority 5 - Recommended
Additional Rehab (Update)

Total

Public Financial Management, Inc.

Amount
159,750 $%

584,527
828,557
1,366,407
568,001

$

12/6/2006

3,507,242

Cumulative
Total

159,750
159,750
744,277
1,572,834
2,939,241

Page 1 of 1



Alexandria Redevelopment & Housing Authority - Quaker Hill Financing
Bank Loan - FMRs - 9% Tax Credits - Fixed Rate - Scenario 16C
Interest During Construction and Operating Expenses

Interest Rate 7.50% annual
Coanstruction Period 0 months
0.00

Interest Rate 7.50% annual
Capitalization perod 0 months
0.00

Note: Assumes that an additional amount of bonds are 1ssued to meet the 50% test.

Opetating Expeases 2005

(times inflation factor)

60 Units
Total Total/Unit
Total Utilities - 205 change regardless «
Total Maintenance and Repair 5,000 83
Total Insurance, Iaterest 335,901 5,598
Total § 353,211 $5,887
Actual Expenses x Inflation 1.02 $5,887 $6,005
$360,275

Pto Taxes 200

(times inflation factor) Property taxes 2005 - $ 185,553
Inflation factor 1.02
Property taxes 2000 5 189,264
Less: Adjustment for PILOT (99,264)
Adjusted Property Tax Expense ¥ 90,000

Publec Financial Management, Inc. 12762006 Paye 1 of 1
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Attachment Il

Memo

Date: November 28, 2006

To:  Mildrilyn Davis, Office of Housing
From: Derekk McDaniel, Director of Finance
RE: ARHA Financiat Obligations

As requested, below is a summary of the Authority’s obligations to HUD and ARHA’s debt
service which continues to have a significant imp:ct on our budget.

HUD Required

Summary of ARHA's Financial Liabilities Reimbursement
1. Repayment due HUD !\ r Hopkins Tancil ui.. athorized loans 3,853,218
2. Repayment due HUD lor Hopkins Tancil res: Jual receipts 433,535
3. 1999 Comp Grant funds recaptured by HUD 1,281,000
4. Liability due HUD for 2002/2003 double subsidy 561,000
5. Repayment due HUD for HCVP 498,000
Totals - 6,624,753
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