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City of Alexandria, Virginia
MEMORANDUM
DATE: FEBRUARY 5, 2002
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: PHILIP SUNDERLAND, CITY MANAG]:I@S

SUBJECT: CONSIDERATION OF ALLOCATIONS AND PROGRAM CHANGES TO
SUPPORT THE EMPLOYER ASSISTED HOUSING (EAH) PILOT
INITIATIVE AND THE VIRGINIA SPONSORING PARTNERSHIPS AND
REVITALIZING COMMUNITIES (SPARC) PROGRAM

ISSUE: Consideration of program changes and allocation of Housing Trust Fund monies for the
Employer Assisted Housing (EAH) initiatives and the Sponsoring Partnerships and Revitalizing
Communities (SPARC) program.

RECOMMENDATION: That City Council:

1. Allocate $50,000 in Housing Trust Fund monies to establish a matching fund as part of
the Employer Assisted Housing program to serve EAH-eligible employees who are
ineligible for the City’s Homeownership Assistance Program (HAP) and Moderate
Income Homeownership Program (MIHP) for reasons other than income;

2. Allocate $11,500 in Housing Trust Fund monies to provide homeownership counseling in
connection with the EAH program.

3. Authorize the City Manager to establish and modify such procedures for the
administration of the EAH and SPARC programs as may be necessary.

BACKGROUND: At the City Council retreat in October 2000, Council directed staff to work
with the Affordable Housing Advisory Committee to develop recommendations on employer-
assisted housing for Council consideration. “Employer-assisted housing,” or EAH, refers to a
variety of ways in which an employer can provide a housing benefit to its employees. Employers
set their own guidelines for EAH benefits. Those guidelines for private employers may be less
restrictive than for public employers since the latter often are subject to requirements (e.g.,

income limits and/or geographic targeting) that limit the use of public monies in conjunction with
EAH benefits.



On June 26, 2001, Council authorized staff to work with the Alexandria Chamber of Commerce,
the Alexandria Economic Development Partnership and the Fannie Mae Northern Virginia
Partnership Office to develop and implement a program of employer-assisted housing initiatives
(Attachment I). A work group with representatives from each of these organizations was formed
to identify potential participants in these employer assisted housing initiatives and to define how
such efforts might be structured.

On December 11, 2001, City Council approved the submission of an application to the Virginia
Housing Development Authority (VHDA) for $2,936,000 to provide first trust homeownership
financing for a minimum of 20 participants in the City’s EAH initiatives and to income-eligible
government and school employees (Attachment II) under a new program called Sponsoring
Partnerships and Revitalizing Communities (SPARC). SPARC provides a flexible first-trust
financing source to allow local jurisdictions to address locally-identified critical housing issues.
The SPARC funds will provide first-trust mortgage financing at a rate approximately 0.5%
below the rate for the VHDA first-time home buyer program. The actual rate is subject to
fluctuation. As of January 28, 2002, the VHDA first-time home buyer rate was 6.25%, which
translates into a SPARC rate of 5.75%.

In our application for SPARC funding, the City proposed to assist two groups of households:
EAH participants, and a group consisting of teachers and other public and private school system
employees in the City, and persons employed in the City by an agency of any level of
government. Ideally, the SPARC funds will be divided equally between the EAH and
school/government employee groups, with the additional goal that each program will serve a
minimum of five HAP-eligible households and five-MIHP eligible households. The City was
notified on January 11, 2002 that our request for SPARC funding was approved.

DISCUSSION
Employer-Assisted Housing

On January 16, 2002, the City sponsored an Employer Assisted Housing outreach session to a
small group of potential pilot program employers. At the conclusion of this meeting, seven
employers indicated an interest in developing EAH programs and two additional employers
indicated a willingness to explore the concept further. Staff is now working with Fannie Mae to
develop specific Employer Assisted Housing programs with the pilot participants. The specific
recommendations included in this memorandum reflect elements of the concept plan previously
presented to City Council, as well as recommendations from potential EAH employers.

One component of the City’s EAH program as described to City Council is a new matching fund
to serve EAH employees who are income-¢eligible for the City’s homeownership programs, but
are ineligible for other reasons. Thus, employees in the EAH program may participate in this
maiching fund without satisfying the first-time home buyer or six-month residence/employment
requirements which apply to most City homeownership programs.



In addition, at the January EAH meeting, employer representatives (as well as an Alexandria City
Public Schools representative who was present as a member of the Chamber of Commerce’s
Housing Committee) recommended that the City’s HAP and MIHP program requirement that
eligible applicants have lived or worked in the City for six months be waived to enable these
programs to be made available regardless of the length of the time the applicant has lived or
worked in Alexandria, to serve as a recruitment tool. Because this concern was expressed both
by potential EAH employers and the schools, who constitute two of the three target groups of the
SPARC program, the six-month requirement, which was established administratively, will be
waived for all three SPARC target groups: EAH participants, school employees (public and
private), and government (local state, and federal) employees. The waiver will be for all
employees in these groups and will not be restricted to the limited number of purchasers that will
receive funding under the SPARC program, and will enable otherwise eligible employees to
obtain HAP or MIHP assistance (as well as EAH and SPARC assistance) without ever having
been employed or having lived in the City.

Under the recommended EAH matching funds program, the City will provide $1 for every $2 in
employer housing contributions up to a maximum of $5,000 in City funds for an employee who
purchases a home in the City. This amount represents an increase from the initially proposed
subsidy level of $1,500 in response to a request from Councilwoman Woodson that the amount
of the subsidy be raised. Staff recommends that $50,000 in Housing Trust Fund monies be
allocated to this EAH fund to assist a minimum of ten households with up to $5,000 in matching
funds. The funds may be used for downpayment and closing cost assistance only and will be
provided as deferred payment loans.

Staff also recommends an allocation of $11,500 in Housing Trust Fund monies for use in the
EAH program to provide five home buyer training classes for employees. These sessions may be
either joint sessions for employees of a group of participating employers, or sessions provided at
the employer’s work site and during work hours to facilitate employee participation. The City
would pay the cost of such on-site sessions where the employer is providing financial assistance
to its employees. Employers electing to limit the EAH program to homeownership education and
training would be expected to incur the cost of on-site group training sessions. Income-eligible
EAH employees would be able to receive individual counseling under the City’s existing
counseling program at no cost to the employee or his or her employer.

SPARC Program

At its meeting of December 11, 2001, City Council expressed concern that lower-income
individuals in the City’s HAP program would not significantly participate in SPARC. Staff has
developed the process described below to increase the likelihood that at least half of the SPARC
loans are provided to HAP-eligible houscholds.

As noted in the program earlier presented to Council, SPARC assistance will begin with
government and schools employees, with half of the funds held in reserve for EAH participants



(for use later in the year when the EAH pilot program is in operation). Assistance will initially
be made available to both HAP- and MIHP-eligible participants, but if the planned SPARC
allocation for MIHP-eligible school and government participants is used prior to the planned
SPARC allocation for HAP-eligible participants, staff will place a moratorium on SPARC
assistance to MIHP participants to allow more time for HAP-eligible households to take
advantage of this assistance. However, if monies from the government/schools half of the
funding remain available on September 1, 2002, staff will resume assisting MIHP-eligible
government/school employees to ensure the timely expenditure of all available SPARC funds by
the December 31, 2002 commitment deadline. A similar process will be followed for EAH
participants, but with a more compressed time frame, given that EAH assistance will riot begin
until the EAH pilot programs is in place. As noted in the SPARC application docket itemn, the
government/schools and EAH designations will be eliminated as of October 1, 2002, and
assistance will be provided on a first-come, first-served basis, in order to maximize the
likelihood of committing the entire SPARC allocation.

It should also be noted that, given the limited number of loans that can be made through the
SPARC program, staff intends to restrict SPARC assistance in connection with EAH programs to
employees of those EAH employers who participate financially in the EAH program.

Additional Housing Recommendations

The actions and recommendations in this memorandum reflect only a few of a number of
initiatives in the affordable housing area. Additional recommendations, will be set out in the
docket memorandum accompanying the final report of the Affordable Housing Task Force,
which will be docketed for Council consideration on February 26. These recommendations will
include increases in assistance levels under the HAP and MIHP programs, which will have a
direct benefit to SPARC and EAH participants through increased second trust loan assistance.

FISCAL IMPACT: The recommended funding requires an allocation of $50,000 of Housing
Trust Fund monies for matching funds for EAH program participants and an allocation of
$11,500 in Housing Trust Fund monies to provide five on-site homeownership training classes
for employers providing a financial commitment to employer assisted housing efforts. These
monies are available from the uncommitted balance in the Housing Trust Fund.

STAFF: Mildrilyn Stephens Davis, Director, Office of Housing
Shane Cochran, Division Chief, Office of Housing Program Implementation Division

ATTACHMENTS:

. June 26, 2001 Docket Item - Consideration of Employer-Assisted Housing Efforts
11 December 11, 2001 Docket Item - Submission of Application for Funding to the Virginia
Housing Development Authority (VHDA) for the Sponsoring Partnership and
Revitalizing Communities (SPARC) Program
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25

City of Alexandria, Virginia o -6/
MEMORANDUM
DATE: JUNE 16, 2001
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: PHILIP SUNDERLAND, CITY MANAGEPS

SUBJECT: CONSIDERATION OF EMPLOYER-ASSISTED HOUSING EFFORTS

ISSUE: Consideration of efforts designed to promote employer-assisted housing in Alexandria.

RECOMMENDATION: That City Council authorize staff to work with the Alexandria Chamber
of Commerce, the Alexandria Economic Development Partnership, and the Fannie Mae Northern
Virginia Partnership Office to develop and implement a program of employer-assisted housing
efforts as described in Attachment I, including the establishment of an Employer-Assisted Housing

Loan Program. This recommendation has been endorsed by the Affordable Housing Advisory
Committee.

DISCUSSION: At the City Council Retreat in October 2000, Council directed staff to work with
the Affordable Housing Advisory Committee to develop recommendations on employer-assisted
housing for Council consideration. “Employer-assisted housing,” or EAH, refers to a variety of ways
in which an employer can provide a housing benefit to its employees. Employers set their own
guidelines for EAH benefits, while states and localities often have more restrictive requirements
(e.g., income limits and/or geographic targeting) for the use of public monies in conjunction with
EAH benefits. Among the benefits of EAH programs are making it possible for employers to live
in the jurisdiction where they work, thus minimizing commuting time and reducing traffic
congestion. Attachment II describes the benefits of employer-assisted housing to employers
(including employee recruitment and retention), and describes a number of ways in which employers
can provide housing assistance.

The Employer-Assisted Housing Partnership described in Attachment I was developed by a working
group composed of staff and representatives from the Affordable Housing Advisory Committee, the
Alexandria Chamber of Commerce, the Alexandria Economic Development Partnership, and Fannie
Mae. As described in the attachment, the key components of the partnership are as follows:

. an awareness and education campaign;

. technical assistance, relying heavily on the resources of Fannie Mae, to help individual
employers design the most appropriate EAH program to meet their needs; and

. targeted loan program assistance from the City, as described below.



If this recommendation is approved, staff will work with the Chamber and AEDP to identify a small
number of businesses of varying sizes to begin the development of individually-tailored EAH
programs. Depending on the progress of these efforts, staff plans to highlight these businesses at a
kickoff event envisioned for the fall, for the purpose of demonstrating that there are Alexandria
businesses similar to many of those expected to be in attendance that have found EAH benefits to
be consistent with their business goals. Should these pilot efforts not be ready for announcement at
the time of the kickoff event, a similar purpose can be served by bringing in businesses that are
participating in EAH programs in other jurisdictions. Fannie Mae will identify businesses similar
to Alexandria businesses based on characteristics supplied by the City, the Chamber and AEDP.

In addition to participating in promotional efforts, and working with Fannie Mae to provide technical
assistance, Attachment 1 calls for the City to take additional steps to foster the success of this
program. First, it is envisioned that eligible employees may combine EAH benefits with the City’s
homeownership programs. In both the Homeownership Assistance Program (HAP) and Moderate
Income Homeownership Program (MIHP), the City provides only the amount necessary, within each
program’s maximum limit (325,000 and $15,000, respectively), to close the gap between the total
transaction cost (including closing costs) and the combination of the first trust loan (which must be
the maximum the lender will approve) and the buyer’s contribution (a minimum of $2,000 or $3,000,
respectively). In order for the employer’s contribution (if in the form of a loan) to do more than

simply supplant a portion of the City’s assistance, staff would allow the EAH benefit to cover up to
half of the borrower’s required minimum contribution.

Second, staff recommends the establishment of a new match funding Employer-assisted
Homeownership Program for employees who do not meet the first time homebuyer or length of
residence/employment requirements of the City’s existing homeownership programs'. Under the
recommended new program, the City of Alexandria would provide, for every $2 in financial
assistance provided by Alexandria employers to eligible employees, $1 in City monies from the
Housing Trust Fund as a deferred repayable loan, up to a maximum of $1500 in City monies per
purchaser. Eligible employees must have incomes within the VHDA income limits (currently
$79,500 for a family of three or more). The homes must be located in Alexandria and have a sales
price not exceeding the maximum for the City’s other homeownership programs (currently
$225,000). The Affordable Housing Advisory Committee supports the use of Housing Trust Fund
monies for this purpose. A budget allocation for this program will be recommended later this year
after staff has had additional time to consult with various employers of the possible interest in this
program and the target number of individuals to be assisted.

Third, staff recommends that the City’s homeownership counseling agency be made available to
employers in support of employer-sponsored homebuyer education efforts.

FISCAL IMPACT: Funding for the City’s contributions to Employer-Assisted Homeownership
Programs as proposed in this report would be allocated from the Housing Trust Fund. Staff will
return to Council with a recommended budget allocation at a later date, following more detailed

"The City’s existing homeownership assistance programs require that an individual be a first-time
homebuyer and require that the individual has been a City resident or employed in the City for a minimum of six
months.



discussions with interested employers regarding the potential interest in such programs.
STAFF:

Mildrilyn Stephens Davis, Director, Office of Housing

ATTACHMENTS:
L. Employer-Assisted Housing Partnership
II. Fannie Mae Employer-Assisted Housing Publication



Attachment [

CITY OF ALEXANDRIA

EMPLOYER-ASSISTED HOUSING PARTNERSHIP

GOALS

e Create a partnership between City of Alexandria, the Alexandria Chamber of Commerce ("the
Chamber™), the Alexandria Economic Development Partnership ("AEDP"), and Fannie Mae to
make homeownership more affordable for the employees of Alexandria businesses.

e Encourage the use of Employer-Assisted Housing (EAH) to help Alexandria businesses achieve
important business strategies such as recruitment, retention and community goals.

e Target efforts to help achieve city objectives such as promoting economic diversity, retaining
Alexandria residents, reducing traffic congestion, and enhancing municipal employee recruitment
and retention.

e Promote and increase utilization of existing City of Alexandria housing programs.

THE PARTNERSHIP

The City of Alexandria, the Chamber, and AEDP, with technical assistance from Fannie Mae, will
enter into a partnership to facilitate the creation and utilization of EAH benefit programs among
Alexandria Employers.

The key components of the Partnership are:

An Awareness and Education Campaign. This effort is designed to bring Alexandria businesses
up-to-speed on EAH and to help them evaluate the right EAH to achieve their individual business
needs. The kick-off event will be a City, Chamber, and AEDP co-sponsored breakfast introducing
EAH to the business community. Follow-up meetings with interested employers and a possible half-
day training session will be held. Fannie Mae will provide technical assistance and EAH materials
for all the events.

EAH Technical Assistance. Fannie Mae and the City of Alexandria will provide technical
assistance to employers to help them design the best EAH for them. This will include an evaluation
of the typical EAH benefit choices - grants, loans (deferred, repayable or forgivable), matched
savings, shared appreciation, and home buyer education — and other EAH refinements, such as
borrower and property eligibility criteria. Fannie Mae will provide a free Employer Manual,
consisting of EAH documents and templates, and EAH posters to each employer choosing to offer
an EAH benefit.
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Targeted Alexandria EAH Loan Programs. To further facilitate EAH among Alexandria
employers, the Office of Housing programs will:

Allow an EAH benefit to cover up to half of the borrower down payment required for the

Homeownership Assistance and Moderate Income Homeownership Programs (HAP and
MIHP).

Offer a new match funding Employer-assisted Homeownership Program for employees who
do not meet the first time homebuyer or length of residence/employment requirements of the
City’s existing homeownership programs. Under this program, the City of Alexandria would
provide, for every $2 in financial assistance provided by Alexandria employers to eligible
employees, $1 in City monies as a deferred repayable loan, up to a maximum of $1500 in
City monies per purchaser. Eligible employees must have incomes within the VHDA
income limits. The homes must be located in Alexandria and have a sales price not exceeding
the maximum for the City’s other homeownership programs (currently $225,000).

Provide options for employers to use the Alexandria Homeownership Counseling program
in support of a Home Buyer Education EAH such as:

. Home Buyer Education informational seminars at employer locations;
. For larger employers or groups of employers in central locations, Home Buyer
Education seminars at the employer's offices or at the central location;

. Special Home Buyer Education off-site seminars for employees of employers

participating in the Partnership.

EVENT AND COMMUNICATION OPPORTUNITIES

Working with the Alexandria Chamber of Commerce, the Alexandria Economic Development
Partnership and the City of Alexandria, Fannie Mae would coordinate an extensive public outreach
effort including a major news announcement event and press kit materials. The press conference,
to be held in the fall, would create an opportunity for participation by business leaders and public
officials, including congressional representatives. Fannie Mae’s media relations operations would

use the joint announcement as a means to pitch an “employee homeownership benefits” story to
national and regional news outlets.
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Line and Unlocking Doors
to Homeownership for «
your Employees






. Opening doors
to homeownership
for your employees

As employers search for ways to compete and
succeed in today’s dynamic marketploce,
Employer-Assisted Housing (EAH) is a benefit
many are considering. EAH plans are gaining
in popularity because they make a company or
employer stand out from the crowd, enhance
recruiiment efforts, and can have a positive
impact on the bottom line. With an EAH plan,
employers can realize a financial gain for their
company as they help their empioyees achieve
t/ze)giream of homeownership. EAH benefits
are’simple to administer, low in cost to offer,
and can help you recruit and retain valuable
employees, thus creating o positive impact on
your company’s bottom line,

At Fannie Mae the home is our business. As
the nation’s largest provider of home moritgage
funds, we are working with companies
throughout the country fo create customized
EAH benefit plans for employers who want to
offer cutting-edge benefits that will make them
stand out from the crowd.

e four-way parin

Employer Fannice

Lender

Grant

Forgivable Loan

Matched S




Employer response
to EAH is very positive

“EAH pays for
itself several times
over, through
savings in
recruitment,

reteniion, company

recognition, and

George Hofmann,

of Nevada State Bank, higher productivity
congratulates employee

Rob Nadeau on his from employees
EAH loan.

who are happier

in their jobs. The respense from employees has
been reaily positive. They were extremely pleased
that we would do this for them. We're g biilion
dollar bank with more than 40 branches and 650
full-time employees. To succeed, it is critical that
we have a trained and stable work force that feels
very much a part of the Nevada State Bank
family. EAH is helping us accomplish that.”

George Ho/inann
President & CEO
Nevada State Bank

Why EAH?

* Recruitment—sets your company apart

° Retention—meotivates employees to stay

* Recognition—enhances company’s reputation

* Hevitalization—can encourage homeownership near
company

* Return—can strengthen your financial statement

How Does EAH Work?
Each EAH plar involves a four-way partnership among
an employer, Fannie Mae, an employee, and a lender.

The employer offers the housing henefit, often in the
form of a forgivable, deferred, or repayable second loan,
a grant, & matched savings plan, or home-buyer
education that helps the employee achieve o~
homecwnership. The employee, who is the potentia®
home buyer, participates by applying for the benefit, *
meeting the criteria set by the employer to receive the
benefit, and fulfilling the necessary qualifications to
become a home buyer. The lender prevides the first
mortgage underwriting and origination, and manages
the relationship with the employee. Fannie Mae works
with the employer, helping them create an EAH plan
and identify lenders and other partners.

How Do The EAH Options Work?
Employees who receive an EAH benefit will generally
get help with at least one of the three primary chstacles
to homeownership:
* down payment
* closing costs
¢ information about completing the
home-buying process

Fannie Mae started its own EAH in 1991, offering a
forgivable loan to eligible employees. Since then, more
than 1,300 employees have participated in the program.
Fannie Mae’s EAH requires employees to work 91 days
to become eligible and to remain with the company for
an additional five years to receive the full forgiveness
of their EAH loan. Fannie Mae also helps businesses
across the country develop their own customized EA
plans.
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What are some of the EAH options?

There are several standard EAH options. Employers
generally provide funds to the employee, which are often
used for a portion of the down payment, closing costs,
or a permanent interest buydewn on the employee’s
first mortgage. Some standard options include:

Grani

This is a one-time engagement for the employer. The
employer may require the grant to be repaid if the
employee leaves the company before a specified period
of employment.

Forgivable Loan

The employer makes a second loan to the employee at
the same time as the first mortgage loan is originated.
“th§flender on the first mortgage loan can facilitate the
making of the employer loan. Some or all of the principal
is forgiven at a specified rate over a specified period

of employment.

Deferred or repayable loan

A deferred or repayable loan functions the same as a
forgivable loan, except that there is a repayment feature,
either immediately or at a specified time in the future.

Maitched Savings

The employer is matching on an incremental basis,

savings by an employee. There are several WEYS an

employer can choose to do this, including:

* accrual on the company’s books of the obligation to
provide a grant at closing;

* cash deposits (dedicated for home purchase) into an
employee’s account.

Home-Buvyer Education

The employer provides material or works with g
counseling agency or lender to provide information to
employees about buying a home. The employer can
provide on-site facilities, or allow paid leave time.
Counseling precedes loan closing. Home-buyer education
" 71 benefit that can help an empioyer learn how to

5 Jrove his or her credit and help them better understand
the home-buying process.

CAR QLercon
lo hiomeowner:




| Forgiven 1 How do EAH plans address business needs?
itk i)l”i I;l(,flpil.

An EAH plan can reduce recruitment, turnover, and
training costs for employers. It can help improve
employee morale and create a positive work atmosphere
that leads to greater worker productivity. Employers
, who have employees “on call” have found that because
Gross up to cove EAH allows empleyees to live closer to work, response
employee taxe times are shortened. Over time, the EAH plan will
more than pay for itself, from the savings realized from
Improved employee retention.

Exactly how do EAH plans pay for themselves?
The costs of providing and administering EAH pians,
from the least to the most expensive version, are
minimized or offset by the savings accrued from
reductions in turnover, recruitment/relocation and
training budgets, and from higher productivity anc“é)
s of morale. For example, a reducticn in the turnover rae
EAH by even one percentage point for a typical company
with 5,000 employees can save the cost of kiring and
training 50 new employees.

administration

Fannie Mae has developed a software program to

help you calculate the potential savings your company
could realize from mstituting an EAH program. A
representative from your regional or partnership office
(listed at the end of this brochure) can assist you in
determining how much your company can benefit.

How much does it actually cost to offer and
administer an EAH blan once it is established?
Administration costs of EAH plans differ according
to the specifics of the plan. For an average company
of 4,00C employees, plan administration for a
forgivable loan requires one-haif of one employee’s
time. The actual cost to the company to offer the plan
will depend upon the option chosen.

Positive PI?
for company

Benefits Of
EAH




What are the benefits of EAH?

EAH creates a winjwin/win situation among
employees, employers and the community. EAH plans
aliow employers to achieve their business ohjectives
and create bottom-line savings, while promoting
goodwill among employees and in surrounding
communities.

For Employers:

* Highly effective recruitment tool

° Reduction of training and hiring costs

* Greater employee retention and loyalty

* Highly cost-effective employee benefit

* Enhanced reputation as “family-friendly” employer
* Improved employee morale

* Lreation of employer goodwill in the community
*|_\Fmmunity revitalization

For Employees:

* Realization of dream of homeownership

* Enhanced life style associated with homeownership,
such as greater community and school involvement
and quality of lfe

* Increased job satisfaction and loyaity to employer

* Possibility of reducing commuting time

For Communities:

* Increase in tax base due to rise in homeownership

* Increase in business for realtors and local businesses

* Gresater community involvement due to increased
homeownership

* Community revitalization tool

* Increased stability in neighborhood

H
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Investing in the American Dream

“Health Midwest’s EAH plan
brings our employees one step
closer to the American dream of
homeownership. EAH not only
gives our employees more choices

in the home buying process, it

gwes them a chance to plant
Thomas H. Cranshaw
Senior Vice President,

Strategic Planning community through home-
Health Midwest

a permanent stake in the

ownership. And it will help
us revitalize the East Meyer neighborhood, makirig the

community a better, safer place to live.”

Do I have to work with a particular morigag.
lender to offer an EAH plan to my employees?
Fannie Mae can provide you with a list of preferred
lenders who are familiar with lending using the
innovation of an EAH plan. Not ali lenders provide
this kind of lending,

The employees who work: for my company are
in a low income bracket. Can they still afford
to own a home?

Fannie Mae offers a wide variety of morigage
products to meet the needs of many types of
borrowers. For example, Fannie Mae’s Community
Lending Products help low-income borrowers
qualify for a mortgage because they require less
income to qualify and provide flexible terms that
accommodate for a borrower’s lack of tradition” ©
credit. Working with a preferred mortgage lender
and Fannie Mae, an employer can create an EAH
plan that takes advantage of these flexible terms
and combines them with other types of homeowner
ship assistance available from the lenders through
subsidized mortgage programs or the lender’s own
affordable efforts.
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Is this a benefit employees want?

National surveys indicate that a majority of
Americans feel that homeownership is a valuable
social and financial investment and a key life
objective. A recent Fannie Mae National Housing
Survey found that more than two-thirds of
Americans think homeownership makes a tangible
difference in their lives, so much so that they are
willing to make sacrifices in order to achieve their
dream. EAH is a customized benefit option that
addresses the key obstacles of purchasing a home:
down payment and closing costs, and obtaining
information about the home-buying process.

Are there ways to offer meaningful
homeownership assistance without increasing
t @1,_0)031‘ of employee benefit packages? ‘
Fanhie Mae can facilitate the availability of home-
buyer education, which can be offered as a choice
within any EAH plan. Home-buyer education can
help a potential borrower navigate the complicated
mortgage application process.

What about the tax issues involved in an

EAH plan?

You will need to take into account several tax issues
associated with housing benefit plans. Typically,
housing benefits are taxable to the employee and
result in a commensurate tax reduction for the
employer. Specific treatment will vary with the
employer’s location and type of business, as well as
the specifics of the EAH plan.

How can Fannie Mae help me get started?

Employees in Fannie Mae’s partnership or regional

offices can help build the bridge from your company’s

business needs to an EAH plan design. If your

company and Fannie Mae create an EAH partnership,

Fannie Mae can:

* provide technical assistance/customer service from
regional and partnership offices;

* identify lender partners; and

* provide marketing/public relations support.
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For more information

For further information on EAH, or to set up a
meeting about EAH, call the Fannie Mae Regional or
Partnership Office closest to you.

Phone numbers and the states that each regional
office serves are listed below.

Southeastern Regional Office (404) 398-6000
950 East Paces Ferry Road

Suite 1900

Atlanta, GA 30326-1161

Serves: Alabama, District of Columbia, Florida,
Georgia, Kentuclg, Maryland, Mississippi, North
Carolina, South Carolina, Tennessee, Virginia, and
West Virginia.

Midwestern Regional Office (312) 368-6200
One South Wacker Drive

Suite 1300

Chicago, IL 60606-4667

Serves: Illinois, Indiana, Iowa, Michigan, Minnesota,
Nebraska, North Dakota, Ohio, South Dakota, and
Wisconsin.

Southwestern Regional Office (972) 773-HOME
Two Galleria Tower

13455 Noel Road

Suite 600

Dallas, TX 75240-5003

Serves: Arizona, Arkansas, Colorado, Kansas,
Louisiana, Missouri, New Mexico, Oklahoma, Texas,
and Utah.

Western Regional Office
135 North Los Robles Avenue
Suite 300

Pasadena, CA 91101-1707

(626) 396-5100

Serves: Alaska, California, Guam, Hawaii, Idaho,

Montana, Nevada, Oregon, Washington, and Wyoming.

Northeastern Regional Office (215) 575-1400
1900 Market Street

Suite 800

Philadelphia, PA 19103

Serves: Connecticut, Delaware, Maine, Massachusetts,
New Hampshire, New Jersey, New York, Pennsylvania,

Puerto Rico, Rhode Island, Vermont, and Virgin Islands.

Fannie Mae has Partnership offices in the following

46 locations:

Alabama Partnership Office
Atlanta Partnership Office
Baltimore Partnership Office
Bay Area Partnership Office
Border Region Partnership Office
Chicago Partnership Office
Colorado Partnership Office

Central & South Ohio Partnership Office

Connecticut Partnership Office
Houston Partnership Office
Indiana Partnership Office

Iowa Partnership Office

Kansas City Partnership Office
Los Angeles Partnership Office
Massachusetts Partnership Office
Michigan Partnership Office
Minnesota Partnership Office
Mississippi Partnership Office
Montana Partnership Office
Nebraska Partnership Office
Nevada Partnership Office

New Jersey Partnership Office
New Mexico Partnership Office
New Orleans Partnership Office
New York Partnership Office
North Carolina Partnership Office
North Dakota Partnership Office

(205) 297-363
(404) 525-322
(410) 659-494
(415) 277-336
(210) 299-107
(312) 368-881.
(303) 675-000:
(614) 224-538
(860) 278-393
(718) 652-041
(317) 639-791
(515) 244-087
(816) 960-206:
(213) 580-016
(617) 426" )
(313) 961-v. =
(651) 298-935!
(601) 968-995!
(406) 449-749
(402) 477-2301
(702) 765-7601
(973) 848-2301
(505) 247-904(
(504) 525-880!
(917) 322-896:
(704) 335-810
(701) 530-2561

Northern New England Partnership Office (603) 524-431°

Northern Ohio Partnership Office
Oklahoma Partnership Office
Oregon/Idaho Partnership Office
Orlando Partnership Office
Phoenix Partnership Ofiice
Pittsburgh Partnership Office
Puget Sound Partnership Office
San Antonio Partnership Office
South Carolina Partnership Office
South Dakota Partnership Office
South Florida Partnership Office
St. Louis Partnership Office
Tennessee Partnership Office
Utah Partnership Office
Washington, DC Partnership Office
Western and Central New York
Wisconsin Partnership Office
Wyoming Partnership Office

(216) 687-979
(405) 552-8311
(503) 224-135-
(407) 481-832:
(602) 744-6841
(412) 288-356¢
(206) 292-833:
(210) 299-107.
(803) 212-105
(605) 782-254
(305) 577-994
(314) 421-644
(615) 252-416
(801) 715~

(202) 752-= _
(716) 858-422
(414) 274-315
(307) 432-550
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ATTACHMENT II

City of Alexandria, Virginia 1)
MEMORANDUM /ati-of
DATE: DECEMBER 7, 2001
TO: THE HONORABLE MA YOR AND MEMBERS OF CITY COUNCIL
FROM:  PHILIP SUNDERLAND, CITY MANAGEDS
SUBJECT: SUBMISSION OF APPLICATION FOR KDING TO THE VIRGINIA

HOUSING DEVELOPMENT AUTHORITY (VHDA) FOR THE SPONSORING
PARTNERSHIPS AND REVITALIZING COMMUNITIES (SPARC)
PROGRAM

ISSUE: Consideration of City application for funding for VHDA's SPARC Program funds to
provide a City allocation of first-trust, low-interest, mortgage financing for low- and moderate-
income participants in the City’s Employer Assisted Housing (EAH) initiatives, employees of
public and private schools located in Alexandria, and persons employed in the City by a local,
state, or federal government agency.

RECOMMENDATION: That City Council approve the submission of an application to VHDA
for SPARC program funding for low interest financing for affordable homeownership initiatives.

DISCUSSION: VHDA has established the SPARC program to provide a flexible first-trust
financing source to allow local jurisdictions to address locally-identified critical housing issues.
The financing will be awarded on a competitive basis and will provide first-trust mortgage
financing at a rate approximately 1/2% below the rate for the VHDA first-time home buyer
program. The actual rate is subject to fluctuation. As of November 30, the VHDA first-time
home buyer rate was 6.25%, which translates into a SPARC rate of 5.75%; approximately two
weeks earlier, the regular rate was low enough that the SPARC rate would have been roughly
5%.

By December 7, the City will have submitted a request to VHDA for a set-aside of $2,936,000 in
SPARC funding to provide first trust loans to a minimum of twenty (20) first-time home buyers
who are either participants in the City’s Employer Assisted Housing effort, employees of public
or accredited private schools (grades K-12) located in the City of Alexandria, or persons
employed in the City by a local, state, or federal government agency. Applicants will be required
to purchase within the City of Alexandria.



SPARC program applications are to be ranked by VHDA, in part, according to the level of public
and/or private funds that are allocated to the proposed activity. The City proposes to provide
$554,500 in leveraging funds from the following sources: 1) downpayment assistance using
Community Development Block Grant (CDBG), Home Investment Partnerships (HOME), or
City of Alexandria Housing Trust Fund monies; 2) participating partner contributions; and 3)
employer and home buyer downpayment contributions. City funds to be allocated to the project
will be made from existing funding budgeted in the Homeownership Assistance Program (HAP)
and the Moderate Income Homeownership Assistance Program (MIHP). The total non-VHDA
funding for this project represents approximately 19% of the total request to VHDA.

The City, the Alexandria Chamber of Commerce, the Alexandria Economic Development
Partnership, and the Fannie Mae Northern Virginia Partnership Office are working in partnership
to develop and implement an employer-assisted housing effort, as authorized by Council in June
2001. Current plans are to begin work with pilot employers in January, with a broader
introduction of the program planned for the spring of 2002. The first loans to EAH participants
would most likely not occur until the late spring of 2002 (staff is in the process of verifying the
anticipated time frame with Fannie Mae). :

It is also proposed that first-trust assistance provided through the SPARC program be provided to
teachers and other public and private school system employees in the City, and to persons
employed in the City by an agency of any level of government. Teachers and City employees
were identified by the Affordable Housing Task Force as a target population for the City’s
homeownership efforts. State law prohibits localities and school boards (and certain other public
entities) from offering employment benefits that include a residency requirement. Therefore,
neither the City nor the Alexandria City Public Schools can offer EAH assistance that limits
home purchases to the Alexandria City limits, and the proposed program would not be possible
as an EAH benefit. As aresult, in order to avoid violating the letter or the spirit of this law,
assistance to government employees and school employees is proposed as a separate program
component and is not limited to the Alexandria City government or the public school system.

Because school and government employees will be in a position to take advantage of these loans
well before EAH participants will, staff plans to allow no more than half of the funds to be used
prior to the readiness of EAH participants to purchase homes. However, any remaining funds
that are not committed, or on the verge of commitment, to specific EAH participants by
October 1, 2002 will become available for use by government and school employees and EAH
participants on a first-come, first-served basis, to maximize the likelihood of committing the
entire allocation and minimize the likelihood of unused monies being recaptured by VHDA.
VHDA expects to offer future funding rounds under the SPARC program, and staff anticipates
submitting renewal applications for the targeted groups.

This program was introduced at a November 8 information session, with an application due date

of December 7. This did not allow time to develop the concept, secure the cooperation of the
various partners, and develop a program application in time for Council approval prior to the

A/



submission of the grant application. Therefore, the grant request was submitted to VHDA
subject to Council approval at its December legislative session. VHDA expects to award funding
by the end of 2001 and al! funds awarded to local jurisdictions must be committed within 12
months of the award date.

FISCAL IMPACT: It is anticipated that applicants for SPARC funds will also receive
assistance through the City’s existing Homeownership Assistance Program (HAP) and Moderate
Income Homeownership Programs (MIHP) programs. Expenditure of an estimated $350,000 in
budgeted HAP monies and $150,000 in budgeted MIHP monies is anticipated. These monies are
available within the approved budget for the Office of Housiug. There is no additional FY 2002
fiscal impact from applying for the VHDA funds.

STAFF:
Mildrilyn Stephens Davis, Director, Office of Housing
Shane Cochran, Division Chief, Office of Housing Program Implementation Division

ATTACHMENTS:
L June 26, 2001 Docket Item Consideration of Employer-Assisted Housing Efforts
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