PORTLAND HOUSING BUREAU Meeting

INVESTMENT COMMITTEE pate: +2912
RECOMMENDATION & APPROVAL FORM

D THIS IS AN INFORMATIONAL ITEM ONLY — NO ACTION NEEDED

Project Name: Beyer Court Apartments

Business/Owner Name: Rose Community Development Corporation

Address/URA: 9305 SE Harold Street City: Portland Zip Code: 97206
Presenter: John Marshall Extension: 3232
ACTION REQUESTED: 1. Fund $140,125 as a subordinate Equity Gap Contribution to

partially rehab the Beyer
Court Apartments.
2. Delegate Assistant Director authority to make non financial
modifications with concurrence from the City Attorney.
The exceptions/special requests are found on Page 5; ; and
If requested action includes approval of a tax abatement on the project (if within a URA), this is considered a
"special request" which requires an affirmative statement in the write-up that either the City's Debt Manager

or PHB’s Finance & Accounting Manager reviewed the abatement and has determined it is not in conflict with
any existing bond covenants.

THERE ARE NO EXCEPTIONS TO PHB GUIDELINES Program Mgr Initials

PROCESS REQUIREMENTS:

FEDERAL FUNDS ELIGIBLE, IF PROJECT INCLUDES FEDERAL FUNDS

TIF ELIGIBLE, IF PROJECT INCLUDES TIF FUNDING

X

[:| NEW CONTRACT OR CONTRACT AMENDMENT REQUIRED Mangfger Signatyfe aP roving
prodeps re

[ ] COUNCIL ORDINANCE REQUIRED J‘r

[ ] CONPLAN AMENDMENT REQUIRED F

X BUDGET AMENDMENT FORM REQUIRED (if not included in current year bud et orif /

reallocating budgeted funds)

Investment Committee Members — Initial for recommendation (4 members required before
sending forward)

Approval Recommended- move forward for Director’s signature
No Approval Recommended at this time
Defer to Next Meeting — Amendments/Corrections to be completed — return to Presenter

Jacob Fox, Deputy Director {Chair)

Alissa Mahar, Business Operations Manager
Jonas Biery, City Debt Manager

Tony Barnes, PDC Budget Officer

Kate Allen, Senior Policy Advisor

Daniel Ledezma, EPIC Director

Director Signature: Distribution: Finance, HDF

Traci Manning, PHB Director




PORTLAND HOUSING BUREAU

INTERNAL MEMORANDUM
DATE: April 19, 2012
TO: PHB Housing Investment Committee
FROM: John Marshall for HDF

SUBJECT: Increased Funding to Complete Rehabilitation of Beyer Court Apartments with 14
affordable family housing units.

ACTION REQUESTED:

1. Approve new rehabilitation funding of $140,125 to Rose Community Development
Corporation (Rose) to repair the 14 unit apartment project called Beyer Court
Apartments. $140,125 to be funded as subordinate Equity Gap Contribution using Lents
Town Center URA tax increment funding, FY 2011-2012. ‘

2. Delegate any further modifications which do not require additional funding to Assistant
Director with City Attorney concurrence.

3. Extend the Rehabilitation Period of the existing Combined Equity Gap Contribution
Agreement (LN# 38109-99) for six months to have a maturity the same as the new
$140,125 subordinate Equity Gap Contribution.

Executive Summary:

The Beyer Court Apartments (the “Project”) funding rehabilitates an existing fully occupied
affordable housing project that has severe moisture issues. During the rehab of the Project
following the PHB closing in December 2011, additional damage was discovered. The damage
was much greater than Forensic Building Consultants, the third party inspection service that
conducted invasive envelope investigation, initially projected. The damage came primarily from
dry rot and sewer discharge that became evident after large sections of the siding were removed
and the crawl spaces were inspected at all three buildings. Damage to drywall, studs, and joists
was so significant that residents in ten of the Project’s fourteen units will have to be temporarily
relocated. The net effect is the total development cost is increased by $202,125, a 55% increase
from the original budget.

Rose is forgoing its entire developer fee, contributing additional portfolio reserves, and raising
additional funds from Weatherization grants. PHB is being asked to fund the gap, which amounts
to $140,193 to rehabilitate the affordable housing. PHB is reviewing its budgets to reallocate the
timing of funding projects and expects to have the final solution resolved by this Friday. It is
suggested that the additional funding be made as a subordinate Equity Gap Contribution,




The existing combined Equity Gap Contribution has a defined Rehabilitation Period that expired
April 30, 2011, The rehab will take longer to complete. It should be extended for six months.

Project Description:

Beyer Court Apartments is a 14 unit, apartment project that provides much-needed affordable
housing to families earning between 0% to 60% of Median Family Income (MFI) in southeast
Portland. It was built in 1969. It is located at 9305 SE Harold Street between SE 92™ Avenue
and Interstate 205 in the Lents Town Center Urban Renewal District. The Project’s three
buildings on a 4/5’s acre parcel wrap around a central lawn. All units are two-bedrooms. It is
three blocks from the Lents Plaza Town Center mixed use affordable housing development. The
Project has 11,200 square feet of building area, a laundry room, and surface parking. It also has
easy access to public transportation with a bus stop in front and the Green Line light rail station
is seven blocks southeast.

The Project was partially rehabbed at acquisition and $286,756 of additional City funding was
added in 2002 to finish the rehab. PHB approved funding of an additional $330,872 on
September 15, 2011 based upon invasive testing by Forensics Building Consultants and a scope
of work reviewed and approved by PHB staff.

Proposed Rehab:

The additional rehab will cover change orders approved to repair additional exterior siding,
increased building permits, siding upgrades, and repairs to address dry rot, and black water
damage. The repairs include substantial increases of framing replacement (studs and joists that
have dry rot), framing at the windows, asbestos tests/abatement, sheathing, insulation, weather
protection, black water disposal and mitigation, drain work, subflooring, underlayment, interior
repairs, increased trash and hauling, kitchen cabinet repairs, drywall, additional painting, and
new piping for a majority of the new bathtubs.

Approximately $4,400 of the initial $25,000 contingency has not been used. The amount of
construction work to be completed is approximately $270,000. Although the risk of unexpected
events is reduced because issues usually occur in the beginning of rehab projects, it is
recommended that an additional $20,000 contingency be included in case other unforeseen
repairs must be made. There will be a 7.4 % contingency for the remaining work. It is also
suggested that PHB retain all funds that are not disbursed rather than utilizing the normal cost
saving split that is 75% to the borrower and 25% to PHB for hard costs.

Tax Increment Funding:
No change.

Unit Mix and Affordability:
No change.

Public Benefits Addressed:
No change.

Prevailing Wages: ,
No change, Davis Bacon wages do not apply.
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Compliance: _

Because no federal funds are being proposed, federal compliance issues are not applicable. The
budget item for the relocation is increased from $1,000 to $10,645 because 10 of 14 units will
have temporary relocation. Compliance staff has reviewed the budget and are requesting Rose’s
full relocation plan.

Construction Costs:
Hard cost rehab costs total $44.00/sf or approximately $36,769 per unit. This is reasonable for
rehab costs in Portland considering the scope of the rehab.

Environmental Issues:
N/A. This is an existing property owned by Rose so no new Phase 1 was required. Rose will
meet hazardous waste protocols if they are required.

MWESB:
PHB policy requires 20% MWESB participation based on the total investment for hard costs.
Rose estimates reaching this participation goal.

DEVELOPMENT TEAM:
No change.

Property Tax Exemption:
No change.

Financial Structure:

PHB will provide $140,125 of new funding for the rehab of the Project in the form of a new
subordinate Equity Gap Contribution. Rose will contribute its entire Project Management
/Developer Fee of $27,068 plus an additional $25,000 of Project replacement reserves, and bring
in $10,000 of Weatherization grants for flooring, attic insulation, and exterior doors.

No change in the September 2011 operating analysis that was based upon previous project
operations, It included 2% rent growth, 3% operating expense growth, and utilization of Oregon
On recommendations for Asset Management and Resident Services expenses. No substantive
change in the existing debt structure from the September 15, 2011 funding approval. There is a
minor pay down of the principal on the conventional debt due to amortized payments from Rose.

Staff recommends elimination of the excess cash flow repayment obligation in the new Equity
Gap Contribution as was approved in September 15, 2011 for the increase in the existing Equity
Gap Contribution. This is based on the same logic (to fund the new pro forma expenses —Asset
Management and Resident Services and to accumulate greater reserves for future repairs that are
expected since the property is more than 40 years old). In addition, the Project will have lower
available replacement reserves with Rose is contributing an additional $25,000 of replacement
reserves.
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Rehab Financing

PHB New Funding as a subordinate Equity Gap Contribution $ 140,125 -
Replacement Reserves from Rose $ 25,000
Weatherization Grants $ 10,000
Rose Contribution of Project Management/Developer Fee $ 27,068
Total $202,193

PHB Financing — not to exceed $140,125 of new funding.

PHB Structure — New Equity Gap Contribution:

Borrower: Rose Community Development Corporation
Funding Amount: $140,125 of new funding
Interest Rate: ~ N/A

Rehabilitation Period: 6 months.

Permanent Term: After completion of the Rehabilitation Period through

Term: the affordability period.
Repayment: None.

Collateral: Equity Gap Contribution subordinate to all existing financing
Guarantors;: N/A

Cost Savings: 100% to PHB for Hard and Soft Costs.

DISBURSEMENTS: The PHB funding will be on a disbursement basis. PHB will withhold

5% of construction draws as a retainage.

CHANGE ORDERS: Change orders are $5,000 per occurrence and $25,000 cumulative.

DEVELOPER FEE: The project management fee of $27,068 is being contributed to fund the

project cost increase. Rose will receive no developer fee, which is an exception to PHB

guidelines.

SPONSOR EQUITY: Sponsor equity in the project totals cash contributions of replacement
reserves of totaling $60,518. It is also forgoing the Project Management/Developer Fee. Rose’s

direct contribution is substantially higher than the 2% PHB guideline threshold.
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REPLACEMENT RESERVES: No change of the replacement reserves which are currently
approximately $400 per unit per year. After the additional contribution of replacement reserves
the project will have approximately $17,200 in replacement reserves remaining.

LOANTO VALUE:
N/A, under $250,000 of new funding.

Reserves:

Hard cost contingency is $20,000 (7.4% of remaining direct construction costs).

The remaining replacement reserves will be over $17,200 or $1,229 per unit. No change
in the annual replacement reserves that were funded at funded at $400 per unit per year in
the December 2011 closing.

Specific Risks:

Construction risk; careful construction monitoring will manage the budget.

Mitigating Factors:

Staff believes the development budget as currently presented is adequate. The Project
scope of work has been thoroughly reviewed by PHB’s Construction Coordinator.

The budget contains an additional $20,000 contingency plus $4,400 existing contingency.
This is approximately 7.4% of the remaining hard costs.

. Careful construction monitoring by Staff will help mitigate the risk of increased costs

during the rehabilitation period.

The revenue for the Project is conservatively underwritten. Operating expense costs are
in line with other projects of this type. They also incorporate Oregon On’s suggested
increased allowances for asset management and resident services that increase operating
expenses by $600 per unit. The repayment obligation to PHB for 50% of the Excess Cash
Flow is eliminated. ‘

Rose has a good track record managing the services needed at this Project.

Conditions FOR Closing:

The Borrower must provide all requested due diligence documentation including but not
limited to final budgets, and final plans and specification prior to closing.

The Borrower must agree to any additional terms and conditions that PHB may require
once additional documentation has been reviewed.

All legal agreements are subject to City Attorney approval.

Change orders shall be acceptable to PHB prior to closing.

Undisbursed funds are retained by PHB.

Borrower shall provide satisfactory borrower’s resolution.

Subordination agreement acceptable to PHB from Key Bank

Relocation plan satisfactory to PHB prior to closing of new funding.

Exceptions to Guidelines:

All cost saving to PHB
No repayment obligations for Equity Gap Contribution
No developer fee for the owner.
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Sources and Uses:

The following chart outlines the Project’s rehab budget and sources of funding:

Sept 2011 |April 2012 |Total
USES:
DIRECT COSTS :
Rehab Costs $275,689 | 194,184 469,773
Contingency 25,000 20,000 45,000
Total Direct Costs 300,589 | 214,184 514,773
DEVELOPMENT COSTS
Forensic Consulting Services 30,000 8,400 38,400
Rose Project Management Fee 27,068 -27,068 0
Insurance during Construction 733 224 957
Relocation 1,000 9,645 10,645
Legal 1,000 -1,000 0
Engineering 5,000 -1,192 3,808
Soft Cost Contingency 1,000 -1,000 0
Total Indirect Costs 65,801 -11,991 53,510
Total Project Costs 366,390 202,193 568,583
SOURCES
PHB Equity Gap Contribution $330,872 140,125 470,997
ROSE Replacement Reserves 35,518 25,000 60,518
Weatherization Grant 10,000 10,000
ROSE Contribution of Project 27,068 27,068
Management Fee
Total Sources $366,390 | 202,193 568,583

Recommendation:

PHB staff has reviewed the Project pro forma and recommends that the Housing Investment
Committee approve a funding under the terms outlined above. Delegate any further
modifications which do not require additional funding to Assistant Director with City Attorney
concurrence.

Exhibits:
Pro formas
PHB Housing Investment Committee Report from Sept 15, 2011
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PRCJECT COST ANALYSIS
April 19, 2012

Beyer Court Apartments
Rose CDC
GBA Per
9305 SE Harold Street Sep-11 Apr-12 Total Total Unit % of sf
Color Plus
Blackwater

Original Scope Dryrot 14 - total 11,700
ACQUISITION COSTS
Land Acquisition 0 0 0
Appraisal 0 0 0
Legal Expense 0 0 0
Title insurance 0 0 0
ACQUISITION TOTAL 0 0 0 o] -] 0%] -]
DIRECT CONSTRUCTION COSTS
Rehab - (Roofing/siding,/blackwater/exterior painting) 275,589 194,184 469,773
Rose - Microbial Growth Remediation/Contingency 25,000 20,000 45,000
DIRECT CONSTRUCTION TOTAL 300,589 214,184 514,773 514,773 | 36,770 | 91%] 44 |
INDIRECT DEVELOPMENT COSTS
Building Permits 0 0 0
Insurance During Construction 733 224 957
Forensic Consulting Services 30,000 8,400 38,400
Engineering 5,000 (1,192) 3,808
Legal 1,000 (1,000) 0
Project Management @ 9% 27,068 (27,068) 0 [ 1,933 ] 0%] 21
Relocation 1,000 9,645 10,645 )
Soft Cost Contingency 1,000 (1,000) 0
TOTAL INDIRECT DEVELOPMENT COSTS . 65,801 (11,991) 53,810 53,810 | 3,844 | 9%] 5]
[TOTAL PROJECT COSTS 366,390 | 202,193 | 568,583 | 568,683 | 40,613 100%] 49 |
USES
Acquisition Costs ¢ 0 0
Construction Costs 300,589 214,184 514,773
Development Costs 65,801 (11,991) 53,810
TOTAL USES 366,390 202,193 568,583
SOURCES Sep-11 Apr-12 Permanent
PHB TiF 330,872 140,125 470,997
Rose Project Management Fee/Developer Fee 27,088 27,068
Weatherization Grants 10,000 10,000
Rose Reserves 35,518 25,000 60,518
TOTAL SOURCES 366,390 202,193 568,583
[SURPLUS/{GAP) ] 0] 0] 0]
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INCOME AND EXPENSE ANALYSIS
Beyer Court Apartments

Net Rent

April 19, 2012
Ave
HOUSING Units sf $/unit|  $/Month $/Year
2 BR @ 30% MFI 4 800 365 1,460 17,620
2BR @ 50% MFI 5 800 686 3,430 41,160
2 BR @ (PBA Section 8) 60% MF! 5 800 717 3,585 43,020
Potential Rental Income 14 8,475 101,700
Vacancy/Credit Loss 5.0% (424) (5,085)
Effective Rental Income 8,061 96,615
Other Income (Laundry/Deposits) 0 2,500
[Net EGI ] [ 8,051 | 99,115 |
[NET REVENUE | [ | 8,051 | 99,115 |
EXPENSES % EGI $/Unit $/Year
Management Fee 6.6% 6.6% 468 6,552
On Site Management Manager's Salary 8.2% 580 8,125
On Site Rent Free Unit 1.2% 86 1,200
Repair/Maintenance 7.6% 536 7,500
Landscape Maintenance 2.8% 201 2,820
Decorating 0.2% 14 200
Painting 1.0% 71 1,000
Office/Telephone 1.4% 99 1,380
General Maint/Maint payroll 3.4% 243 3,400
Payroll taxes/workers comp 1.7% 121 1,700
Miscellaneous taxes, permits 0.1% 4 50
Miscellaneous operating 0.1% 7 100
Legal & Accounting 0.9% 61 852
Utilities 14.5% 1,029 14,400
Insurance 1.5% 107 1,491
Cleaning Contract 1.5% 104 1,450
Exterminating 0.56% 32 450
Resident Services 4,2% 300 4,200
Rose Asset Management 4.2% 300 4,200
Replacement Reserve 5.7% 400 5,600
Bad Debt 1.2% 86 1,200
TOTAL OPERATING EXPENSES 68.5% 4,848 67,870
[NOI [ 31.5%] 2,232 | 31,245 |
DEBT SERVICE ANALYSIS - Stabilized Year
Principal--Key Bank 379,260.00
Interest Rate 4.79%
Amortization Schedule 30
Annual Debt Service 23,846
Total Debt Coverage 1.31
PHB- HDSL (HOME} 85,000.00
Interest Rate 3.00%
Amortization Schedule (years) 30
Annual Debt Service 4,300
Debt Coverage Ratio-combined 1.11
PHB EGC {Combined HOME/CDBG/TIF) 966,658.71
Interest Rate 0.00%
Amortization Schedule {(years) N/A
Annual Debt Service 0
Debt Coverage Ratio-combined
New PHB EGC (TIF}) 140,125.00
Interest Rate 0.00%
Amortization Schedule {years) N/A
Annual Debt Service "0
Debt Coverage Ratio-combined
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Operating Cash Flows/Beyer Court Apartments Restructure
Permanent Year Period 1 2 3 4 5 6 7 8 9 10 11 12 13 14
Years start Oct 2011 Stabilzed Yr 2012 2013 2014] 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Revenue Change OAHTCs expirel PHB Debt Service Restarts
Effective Rental Income _[2.00% 96,61 98,547 106,51 102,529 104,579 106,671 108,804 110,980 113,200 115,464 7,773 | 120,129 122,53 124,962 127,481
Cther income .00% 2,50 2,550 .60 653 2,706 3,760 2,815 2872 2,529 988 3,047 3,108 3,17 3,234 3,299
Residential Net EGI .00% 99,11 101,097 103,11 105,182 107,285 109,431 111,620 113,852 116,129 118,452 120,821 123,237 125,70 328,216 130,780
Net Revenue 99,11 101,097 103,119 | 105,182 107,285 109,431 111,620 113,852 116,129 118,452 120,821 123237 125702 128,216 130,780
Expenses .
Management Fee 681% 6,552 6,748 5,851 7,160 7,374 7596 7,823 8,058 8,300 8,549 8,805 9,070 9342 9622 9,810
Other Expenses 3.00% 55718 57,390 59,111 60,885 82,711 64,592 6,530 66,526. 70,562 72,699 74,880 77,127 79,441 81,824 84,278
Reserves 4.00% 5,600 5824 5,057 6,299 6,551 6,813 7,066 7,369 7,664 7,871 8,269 8,621 8,566 9,334 9,697
Total Expenses 67,870 69,962 72,118 74,343 76,637 79,001 81,439 83,953 86,546 89,219 91,875 94,817 97,748 100,770 103,886
Nol 31245 31,135 31,000 30,838 30,649 30,430 30,180 29,899 29,583 29233 28,845 28,420 27,954 27,446 26,894
Key Bank - . i
Beginning Balance 285,322 276,186 265,565 254,435 242,772 230,551 217,744 204,325 194,762 184571 181,904 179,050 175,996 172,729
Interest 4.79% 13,710 13224 12,716 12,183 11,624 11,039 10426 14,303 13,635 12,920 12,733 12,633 12,320 12,081
12 {23,846) (23,826) 23,845 23,846 23,846 23,846 (23,8486} 23,846 (23,846 23,846 (15,567) {15,587) (15,5873 (15,5871 {15,587)]
276,186 265,565 254,435 242,772 230,551 217,744 204,325 194,783 184,571 481,904 179,050 175,996 172,729 169,233
Cash Fiow 7399 7,290 7154 6993 6,603 €584 6334 6053 5738 5387 13,259 12,833 12,367 1,858 11,307
DCR-1st Mortgage 131 131 1.30 128 129 128 127 125 124 123 1.85 1.82 179 176 173
PHB - HDSL
Beginning Balance 76,025 76,025 76,025 76,025 76,025 76,025 76,025 76,025 76,025 76,025 76,025 74,380 72,348 74,187 69,477
Interest 3.00% 2281 234 85 2,136 2,084
Repayments 12 ] {3,846) (3,846) (3,846} 3,846 3,848}
Ending Balance 76,025 76,025 76,025 76,025 76,025 76,035 76,025 76,025 76,025 74,460 72,848 71,187 88,477 67,715
Net Cash Flow 7,290 7,154 6,953 6803 6584 6334 6,053 5738 5387 g413 8,987 8,521 8,013 7,461
DCR - Overall 131 431 - 130 1.29 129 128 127 1.25 124 123 148 1.46 144 141 1.38
PHB EGC -
Beginning Balance 565,659 966,659 956,859 966,659 966,659 966,659 66,659 566,659 966,659 966,659 966,655 966,859 966,859 965,659 966,659 966, mmw_
interest 0.00% ] 0 0 1] a 0 ] [ [\ 0 0 0 0 ]
Repayments [ 0 0 [ 0 0 [ 0 0 0 [} 0 [ 0 0
Ending Balance 966,659 966,659 66,659 966,659 966,659 966,659 66,650 966,659 966,659 966,659 966,659 966,659 566,658
PHB NEW EGC (TIF} L
Beginning Balance 140,125 140,125 140,125 140,125 140,125 140,125 340,125 130,125] 140,125 140,125 140,125 140,128 740,125| 140,125 145, ._ﬁ 140,125
Interest 0.00% 0 [ 0 0 [) [ 0 0 . 0 0 [ - 0 [
Debt Service Repayments [12 Q 0 Q 0 0 o g 0 0 [] 0 0 0
Ending Balance 140,125 140,125 140,125 | © 140,125 140,125 140,125 140,125 140,125 140,125 140,125 140,125 | - _ 140,125 140,125 130,125
7,250 7,154 6,993 5,803 5584 6,334 6,053 5,738 5,387 |- 5,413 3,967 8,521 8,013 7,461
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Operating Cash Flows/B
Permanent Year Period 5 16 17] 18 19 20 21 2 -2 24
Years start Oct 2011 2026 2027 2028 2028 2030 2031 2032 2033 2034 2035
Revenue %Change
Effective Rental Income | 2.00' 130,031 132,632 135,284 137,990 140,750 143,565 146,436 149,365 152,352 155,399
Other Income 2.00 3,365 3432 3,501 357 642 715 3,789 3,865 3,942 4,021
Residential Net EGI 0.00% 133,396 136,064 138,785 141,56 144,392 147,280 150,225 153,230 156,294 159,420
Net Revenue 133,396 136,064 138,785 141,56 144,332 147,280 150,225 153,230 156,294 159,420
6.61% 10,208 10,514 10,829 11,154 11,489 11,834 12,189 12,854 12,831 13,318
3.00% 86,807 89,411 §2,093 94,856 97,702 100,633 103,652 106,761 109,964 113,263
4.00% 10,085 10,489 10,908 11,345 11,788 12,270 12,761 13,272 13,802 14,355
Total Expenses 107,100 110,414 113,831 117,355 120,989 124,737 128,602 132,587 136,698 140,937
NOL 26,296 25,850 24,954 24,206 23,403 22,543 21,624 20,642 18,587 18,484
Key Bank
Beginning Balance 168,233 165,492 161,490 157,207 152,625 147,721 142,475 136,861 130,854 124,427
Interest 4.79% 11,846 11,584 11,304 11,004 10,684 10,340 9,973 9,580 160 8710
12 {15,587, {15,587) {15,587) 15,587} {15,587) {15,587) {15,587} (15,587) (15,587} (15,587}
165,492 161,490 157,207 152,625 147,721 142,475 136,861 130,854 124,427 117,580
Cash Flow 10,708 10,063 9,367 8618 7,816 6,958 6,037 5,055 4,010 2,897
DCR-1st Mortgage 1.69 1.65 1.60 1.55 1.50 1.45 1.38 - 1.32 126 118
PHE ~HDSL -
Beginning Batance 76,025 §7.715 65,901 84,032 62,106 60,124 58,081 55,978 53,811 51,579 49,281
Interest 3.00% 2,031 1,977 821 1,863 1,804 1,742 1,678 1,614 547 A78
Repayments 12 (3.846) {3,846 (3,846 3,846 3,846, 3,846 3,846 (3,846} {3,846 (: h&hp-
~m:5:m Balance . 65,901 64,032 62,106 60,124 58,081 55978 53,811 51,578 49,281 46,913 1
~z¢» Cash Fiow 6,863 6,217 5,521 4773 3870 3110 2,181 1,208 164 {949
DCR - Overal 1.35 132 1.28 1.25 1.20 1.16 1.11 1.06 1.01 85
966,659 966,659 966,658 956,659 966,659 966,659 966,658 966,659 966,659 966,659 966, mmw_
£.00% 0 ] o] '] 0 g ] ] o 0
g o a 0 0 4] 0 0 [+] 0!
Ending Balance 966,656 966,650 | 966,659 966,650 | 966,659 966,659 066,658 | __ 966,659 066,650 | 966,659
PHB NEW EGC (TIF) -
Beqinning Balarnce 140,125 140,125 140,125 140,125 140,125, 140,125 140,125 140,125 140,125 140,125 140, ._erm_
0.00%. [ '] [l 0 0 0 0 ] 0 0 N
12 0 0 0 i 0 0 [ 0 0 0
140,125 140,126 140,125 140,125 140,125 140,125 140,125 140,125 140,125 140,125
6,863 6,217 5,521 4773 3,970 3,110 2,191 1,208 164 Amamx
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PORTLAND HOUSING BUREAU Meeting

INVESTMENT COMMITTEE bate: 915:11
RECOMMENDATION & APPROVAL FORM

[] THIS IS AN INFORMATIONAL ITEM ONLY — NO ACTION NEEDED

Project Name: Beyer Court Apartments

Business/Owner Name: Rose Community Development Corp.

Address/URA; 9305 SE Harold Street City:  Portland Zip Code: 97206

Presenter: John D. Marshall o ,'  Extension: 3232

ACTION REQUESTED: | 1. Approve $330,872 Lents URA TIF FY 2011-12 increase of
j Equity Gap Contribution to rehab Beyer Court Apts; 5

2., Modify funding documents; and

| 3. Grant Assistant Director/Housing Manager authority for non

’ financial modifications with City Attorney concurrence.

The exceptions/special reque:.ts are found on Page; 9; and

If requested action includes approval of u tax ubatement on the project, this is considered u "special request”

which requires an affirmative statement in the write-up that either the City's Debt Manager or PHB’s Finance &

Accounting Manager reviewed the abatement and hos determined it is not in canflict with any existing bond
covenants.

% THERE ARE NO EXCEPTIONS TO PHB GUIDELINES Program Mgr Initials

PROCESS REQUIREMENTS:

CON PLAN AMENDMENT REQUIRED

BUDGET AMENDMENT FORM REQUIRED (if not included in current year budget or if
allocating budgeted funds)

[] FEDERAL FUNDS ELIGIBLE, IF PROJECT INCLUDES FEDERAL FUNDS
«  TIF ELIGIBLE, IF PROJECT INCLUDES TIF FUNDING
[] NEW CONTRACT OR CONTRACT AMENDMENT REQUIRED Manager Signature approving
process requirements:
[T] COUNCIL ORDINANCE REQUIRED Voor @. VoCoosns”
]
reg

Investment Committee Members ~ Initial for recommendation (4 members required before
sending forward)

“| Approval Recommended~ move forward for Director’s signature
| No Approval Recommended at this time

 Defer to Next Meeting ~ Amendments/Corrections to be completed - return to Presenter

ki Komi Kalevor, Senior Program Manager (Chair) (av\() (l—\o\/\g .
/;’ ~ Jacob Fox, Assistant Housing Director (2™ Chair) L AJC) {}'\de\‘ i~ ((‘.) &éw!’
A;;Q_?"}wf’ﬁhssa Mahar, Business Operations Manager A $<;2(_, /‘47&"’% F Q‘f’L @
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PORTLAND HOUSING BUREAU
INTERNAL MEMORANDUM

DATE: September 15, 2011
TO:  PHB Investment Committee
FROM: John Marshall for HDF

SUBJECT: [\(,lmbnluunon of Beyer Court Apammnts with 14 affordable family hou sing
units,

ACTIONREQUESTED: o ©

1. Approve new rehabilitation funding of $330,872 to Rose Community Devdopmcm Corp
(Rose) to repair the 14 unit apartment project called Beyer Court Apartments, "8330 872
to be funded as an increase of the Equity Gap Contribution (PHB Loan # 38109-59)

. using Lents Town Center URA tax inerement funding, FY 2011-2012.

2. Modify funding documents reducing the HOME affordability period from 60 ycals to 15

years from the date of the HOME funding in 1998.

Record a new 60 year regulatory agreement from the date of the current funding.

4. Eliminate the Excess Cash Flow repayment to PHB in the Housing Development

Subordinate Loan (HDSL) Note and the Equity Gap Contribution.

Defer payments without interest accrual on the HDSL Note until January 2021,

6. Future debt service for the HDSL starting January 1, 2021 will be based upon re-
amortizing the existing principal balance of the HDSL a 3% interest rate, and a 30 year
term from January 1,2021.

7. Extend the maturity date on the trust deed until December 1, 2050,

tad

N

Executive Summary: -

The Beyer Court Apartments (the “Project”) funding rehabilitates a property that has scvere
moisture issues. The property was partially rehabbed after its acquisition in 1998 and again in
2002 after the City funding was restructured. It currently has significant building envelope issues
attributable to exterior siding and roof problems that have caused moisture damage. Rose
engaged Forensic Consultants to complete an invasive study and to recommend a scope of work
for corrective repairs. The proposed rehab will salvage an affordable housing Project that is at
significant risk.

Staff also recommends the PHB funding be restructured to incorporate a greater cushion for
project operating fluctuations, which is a goal of PHB and Oregon On, the owners operating
group that is proposing revised operating parameters.




Project Description: .

Beyer Court Apartments is a 14 unit, apartment project that provides much-needed affordable
housing to families earning between 0% to 60% of Median Family Income (MFTI) in southeast
Portland. It was built in the late 70’s. It is located at 9305 SE Harold Street between SE 92
Avenue and Interstate 205 in the Lents Town Center Urban Renewal District. The Project’s three
buildings on a 4/5’s acre parcel wrap around a central lawn. All units are two-bedrooms. It is
three blocks from the Lents Plaza Town Center mixed use affordable housing development. The
Project has 11,200 square feet of building area, a laundry room, and surface parking. It also has
easy access to public transportation with a bus stop in front and the Green Line light rail station
is seven blocks southeast. -

There is a $379,260 first mortgage from Key Bank with a current balance of $295,934.78 as of
September 2011. Oregon Affordable Housing Tax Credits reduce the debt service by 3.8% to
$23,846 per year. PHB has two subordinate fundings:

1, $85,000 amortizing loan, and

2. $644,800 Equity Gap Contribution.
Loan %| Type | Source Current Principal | Collateral | Payment
Number Balance as of

9/12/11
38108-99 |3 | HDSL | HOME $ 76,025.16 Trust Deed | $4,300 /year +
' : Cash Flow Slit

38109-99 |0 |EGC | HOME & CDBG | $635,786.71 EGC Cash Flow Split
Total PHB $711,811.87
Funding

Project Background:

The Project was partially rehabbed at acquisition and $286,756 of additional City funding was
added in 2002 to finish the rehab, The PDC 2002 funding also restructured the debt providing a
greater cushion by using operating expenses 39% higher than the initial underwriting, increasing
replacement reserves from $250 per unit to $350 per unit, lowering debt service from $10,334 to
$4,300 per year, and using a 1.33 DCR for the reduced amortized repayments starting five years
later in 2007. Approximately $110,000 of the loan was also converted to the cash flow dependent
Equity Gap Contribution. The Project maintained a high occupancy afterwards, has had positive
cash flow every year, and has made several Excess Cash Flow payments. However, exterior
siding issues surfaced in 2008. Rose subsequently requested new funding to replace the roof and
exterior siding. "

The Project was awarded funding in the 2009 NOFA. The funding was used to fill a financing
gap for Rose’s 40 - unit Bellrose Station acquisition /rehab that is nearing completion. In2010
Rose contracted Forensic Building Consultants to conduct an invasive building envelope
investigation and to develop a detailed scope of work. PHB and HDC staff also inspected the
property during a capital needs study of the City’s affordable housing portfolio.

PHB issued a Reservation of Funds on February 11, 2011 setting aside $330,872 for the Project
subject to due diligence and financial structuring.
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The PHB Construction Coordinator has reviewed the current scope of work. The rehab work has
been bid out and the costs are included in the rehab budget. The targeted closing date is early
October. Rose projects construction finish within 60 days.

Proposed Rehab:

Rose will remove and dispose of all existing wood lap siding, wood trim, brick veneer, weather
resistant barrier (WRB), flashing and cladding components covering the exterior walls. The old
materials will be replaced with fiber-cement lap siding, fiber-cement trim, WRB, flashing and
cladding components covering the exterior walls. Wood sheathing, framing members and wood
components that are affected by water damage, deterioration, microbial growth and/or other
nonconforming conditions will be treated or replaced. Damaged existing flange-mounted viny!
windows and sliding glass doors (SGD) will be removed and disposed of. New flange-mounted
viny! windows and SGD using corrosion-resistant fasteners at window locations and corrosion-
resistant metal sill pans with back and side end dams at SGD’s will be installed.

.All damaged existing asphalt shingles, flashing components and underlayment will be removed,
disposed of and new components will be installed. All existing gutters and downspouts will be
repaired or replaced.

All exterior fagade elements will be painted upon project completion. Fallen insulation and
ground cover (vapor retarder) in crawlspaces will be restored and replaced. Exterior lighting will
be repaired or replaced as needed. Ductwork for ventilation will be mechanically repaired or
replaced as needed. :

A 10% hard cost contmgency is included in the budget because historically rehabs have
experienced significant cost increases. This covers allowances for 50% sheathmg replacement,
25% framing replacement, 50% insulation replacement, and interior repairs. A $25,000
allowance is added for microbial growth remediation.

Tax Increment Funding:

The PHB funding for the rehab is tax increment (Lents Town Center URA), which must be used
for blight removal according to ORS 457. The Project will meet this criterion because it is
severely deteriorated. More than 90% of the PHB tax increment funding is prOJected to be used
for rehab hard costs.

Unit Mix and Affordability:

All units will remain affordable for the term of the existing funding, which is September 30,
2058. The unit breakdown and the MFI to be served are listed below. Note, five of the fourteen
units carry Section 8 Project Based Assistance.

% # of Average Unit Size | Anticipated Unit
Unit Type MFI | Units [ (square feet) Net Monthly Revenue
Two BR . 30% | 4 800 $366
Two BR 50% | 5 800 $676
Two BR (Currently Sect 8) | 60% 5 800 $730
Total 14
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Note, the HOME Restrictive Agreement and Declaration incorrectly has a 60 year affordability
period. It should be modified to correctly require a 15 year affordability period from the date of
the initial HOME funding in 1998, which means the Project has approximately two more years
of HOME compliance. This reduces PHB monitoring in years 16-60, which will be a savings for
the City. A standard regulatory agreement restricting rents for 60 years starting from the date of
the current funding must be created and recorded.

Public Benefits Addressed:
The Project meets several of the City’s and Lents Town Center urban renewal goals for housing
development:

1. Preserve existing housing stock in the Lents URA and improvement of the

_ project’s compatibility with the neighborhood,

2. Provide stable affordable housing for households with the greatest need.

3. 100% of the units are family sized at 2 or more bedrooms.

4. The Project is expected to exceed the PHB business equity goals by a significant-

margin.

Predevelopment Loan:
There is no predevelopment loan,

Prevailing Wages:

Davis Bacon wages do not apply because federal funds are not involved. Prevailing wages do not
apply because the Project is not owned by a public agency, it serves tenants at 60% MFI or
below, the improvements are under five stories, and there is no commercial use, whxch meets the
conditions to qualify under the affordable housing exemption.

Compliance:

Because no federal funds are being proposed, federal compliance issues are not applicable. The
HUD Environmental Review is not required. The budget item for the relocation is $1,000 (in
case window repairs may require a short term temporary move). Very little relocation is expected
with exterior siding and the roof being the primary focus of repairs.

Construction Costs:
Hard construction costs total $26.84/sf or approximately $21,471 per unit. This is reasonable for
rehab costs in Portland considering the scope of the rehab.

Environmental Issues:
N/A. This is an existing property owned by Rose so no new Phase 1 testing was required. Rose
will meet any hazardous waste protocols if they are required.

MWESB:

PHB policy requires 20% MWESB participation based on the total investment for hard costs.
Rose estimates reaching this participation goal.
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DEVELOPMENT TEAM:

e Owner- Rose will own the Project. Rose has bunlt or rehabbed more than 395
affordable rental or ownership units including six multi-family acquisition rehabs.

» Financial Consultant: N/A. Rose staff.

¢ General Contractor: Horizon Restoration
Construction Manager: Mike Masat — Rose Housing Director with 24 years of real
estate/construction oversight. -
Architect: N/A. '
Attorney: TBD

e Property Management: Cascade Property Management Inc. is a full service
property management firm which manages more than 6,968 affordable housing
units,

Property Tax Exemption: ,
The Project will qualify for the affordable housing exemption under Section 3.101 of the
Portland City Code because it serves residents under 60% MFI and it is owned by a nonprofit.

Financial Structure:

PHB will provide $330,872 of new funding for the rehab of the Project in the form of an increase
of the existing Equity Gap Contribution which creates a new balance of $966,658.71. Rose will
contribute $35,518 of Project replacement reserves. This is approximately 10% of the total rehab
budget, which is substantially above the average for affordable housing developments funded by
PHB. Afier this contribution is made, the Project will have approximately $42,200 in
replacement reserves remaining.

The Project’s debt structure includes private debt from Key Bank with an interest rate lowered
by 3.8% through Oregon Affordable Housing Tax Credits (OAHTC:s) for 20 years resulting in
$23,486 annual debt service. PHB has a small amortizing loan with debt service at $4,300 per
year, and there is a 50% of Excess Cash Flow repayment obligation after a 1.15 DCR.

Staff recommends giving the Property greater operating cushion as was done in the previous
PDC 2002 restructure. Pro forma operating expenses are increased by $600 per unit or $8,400
per year (Operating Analysis on page 6) as has been suggested in ongoing discussions with the
Oregon On. This means the Project, which had previously been able to make amortized debt
service payments to Key Bank and PHB and Excess Cash Flow payments, will no longer be
considered able to repay PHB.

Consequently, it is suggested that the PHB amomzmg debt service payments be deferred without
interest accrual through 2020 when the senior debt will be refinanced because of the expiration
of the OAHTCs. The senior principal will be substantially lower so the refinanced conventional
debt service should also be lower. Re-amortizing the existing PHB balance based upon a 30 year

_term avoids creating a balloon payment in 2036 and reduces the PHB debt service payments,
which provides greater cushion when the PHB principal payments restart. Also, it is
recommended that the Excess Cash Flow payments to PHB be eliminated on both the HDSL
Note and the Equity Gap Contribution. These accommodations will enable the Project to fund
the new pro forma expenses and to accumulate greater reserves for future repairs that are
expected since the property is more than 40 years old.
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Rehab Financing

PHB New Funding as an Increase of the Equnty Gap Contribution $ 330,872

Replacement Reserves from Rose $ 35,518
Total $ 366,390

PHB Financing — not to exceed $330,872 of new funding.

PHB Structure — Increase of the existihg Equity Gap Contribution:

Borrower:

Funding Amount:

Interest Rate:

Term:
Repayment:
Collateral:
Guarantors:

Cost Savings: '

Rose Community Development Corp
$330,872 of new funding

N/A
Rehabilitation Period: 6 months.

Permanent Term: After completion of the Rehabilitation Perxod through
the affordability period.

None.
Equity Gap Contribution
N/A

Standard 75% to Sponsor -25% to PHB for Hard Cost Items; 100% to
PHB for Soft Costs;

PHB Structure - Restructure of Housing Development Subordinate Loan:

Borrower:

Funding Amount:

Interest Rate:

Term:

Repayment:
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Rose Community Development Corp

No new funds for the HDSL. The current loan balance is $76,025.71 but
the principal may decline depending upon the number of debt service
payments that are made before the restructure closes.

3%, no interest accrual during deferral period which lasts through
12/31/2020. 3% for future debt service payments after re-amortization in
January 2021.

Permanent Term: 30 years starting January 2021

Deferred and no interest accrual from loan closing until January 2021. At
that point debt service begins based upon a re-amortization using the
principal balance at that date, 3% interest, and a 30 year amortization
period.




Collateral: Trust Deed -
Guarantors: } N/A
Cost Savings: No Change

DISBURSEMENTS: The PHB funding will be on a disbursement basis. PHB will withhold
5% of construction draws as a retainage.

CHANGE ORDERS: Change orders are $5,000 per occurrence and $25,000 cumulative.

DEVELOPER FEE: Capitalized project management fee (currently forecast at $27,068) is
9.4%, of the construction cost or 8% of the total budget, which is at the lower end of the current
PHB guidelines for a project of this size (8-12%) and complexity. The fee will be released 35%
at closing, 55% during rehab, and 10% of the fee is retained as an additional prOJect contingency.
It is released upon satisfactory PHB project closeout.

SPONSOR EQUITY: Sponsor equity in the project totals $35,518 or approximately 10% of
Project costs.

REPLACEMENT RESERVES: No change of the replacement reserves which are currently
approximately $400 per unit per year and were documented to increase at 4% annually because
of the condition of the property when it was restructured in 2002. It should not be changed at this
time because of the age of the property and the number of rehabs the project has needed.

Operating Analysis:

The pro forma shows the income with rents at the restricted rent levels. The revenue is increased
at 2% annually. A 5% vacancy rate is used, which is standard for affordable housing
underwriting even though the normal occupancy in the PHB funded portfolio is much higher.
The operating expenses are based upon the performance of Beyer Court and other Rose
acquisition rehabs. Although Rose did not make a request to incorporate recommendations from
Oregon On, it is suggested that an additional $300 per unit for asset management and $300 per
unit for resident services be added to the revised pro forma. This $600 per unit cost increases the
Project's operating expenses to $4,848 per unit. The Project's operating expenses are increased at
3% annually. The current pro forma operating expenses are 131% higher than the initial pro
forma at $2,500 per unit in 1998 and 71% hlghcr than the $3,391 per unit utilized in the 2002
restructure pro forma.

Utilizing the revised operating expenses adjusts the senior loan Debt Service Coverage (DCR)
ratio from an actual 1.66 to 1.31 in the first year of the revised pro forma. It is 1.26 DCR in 2020
the final year of the OAHTCs subsidy. Deferring and modifying the PHB debt service, plus
eliminating the Excess Cash Flow repayment obligation improves cash flow to Rose to
approximately $7,400 in the first year of operation and cumulatively $65,600 until the PHB debt
" service restarts in 2021.
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Market Analysis:
Not applicable because the project is fully occupied. It is expected that all of the tenants will
likely remain at the property once the renovations have been completed.

LOAN TO VALUE: .

A new appraisal should be waived because the new funding will be structured as an increase of
the Equity Gap Contribution rather than as debt. Also, the cost of an appraisal is estimated to be
$5,000 which would reduce the amount available for rehab.

Reserves: .
o Hard cost contingency is $25,643 (10% of direct construction costs) plus a $25,000
allowance for microbial growth remediation.
¢ Soft cost contingency is $1,000 (1.5% of total soft costs).
o The remaining replacement reserves will be over $40,200 or $2,871 per unit. Annual
replacement reserves are funded at $400 per unit per year increasing at 4% per year.

Specific Risks:
e Moderate construction risk; careful construction monitoring will manage the budget.

Mitigating Factors:

o Staff believes the development budget as currently presented is adequate. The rehab has
been bid out and the project scope of work has been thoroughly reviewed by PHB’s
Construction Coordinator.

o The budget contains $25,643 or approximately 10% for contingency plus a $25,000
allowance for microbial growth remediation.

e Careful construction monitoring by Staff will help mitigate the risk of increased costs
during the rehabilitation period.

¢ Rose has completed several successful rehabs during the last four years.

¢ Cash portion of Developer Fee is funded 35% at closing, 55% during rehab, and 10%
upon completion which makes the unpaid developer fee a potential source of funding
during construction.

o The budget contains $1,000 or 1.5% of soft cost contingency.

o The revenue for the Project is conservatively underwritten. Operating expense costs are
in line with other projects of this type. They also incorporate Oregon On’s suggested
increased allowances for asset management and resident services that increase operating
expenses by $600 per unit. The repayment obligation to PHB for 50% of the Excess Cash
Flow is eliminated and the amortizing debt service is deferred until 2021 after the senior
debt is refinanced.

» Rose has a good track record managing the services needed at this Project.

Conditions FOR Closing:
e The Borrower must provide all requested due diligence documentation including but not
limited to final budgets, and final plans and specification prior to closing.
o The Borrower must agree to any additional terms and conditions that PHB may require
once additional documentation has been reviewed.
o All legal agreements are subject to City Attorney approval.
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Final construction contract acceptable to PHB prior to closing.

Hard cost savings if applicable may be applied to PHB approved add backs.
Borrower shall provide satisfactory borrower’s resolution.

Subordination agreement acceptable to PHB from Key Bank

Exceptions to Guidelines: , :
¢ The requirement for an appraisal for funding more than $250,000 should be waived
because the funding is being added to the EGC.

Sources and Uses:
The following chart outlines the Project’s rehab budget and sources of funding:

USES:
DIRECT COSTS
Rehab Costs ) $ 249,946
Microbial Growth Remediation 25,000
Contingency @ 10% 25,643
Total Direct Costs 300,589
DEVELOPMENT COSTS
Forensic Consulting Services 30,000
Rose Project Management Fee 27,068
Insurance during Construction 733
Relocation 1,000
Legal 1,000
Engineering 5,000
Soft Cost Contingency 1,000
Total Indirect Costs 65,801
Total Project Costs 366,390
SOURCES
PHB Equity Gap $330,872
1ROSE Reserves 35,518
Total Sources $366,390
Recommendation:

PHB staff has reviewed the Project pro forma and recommends that the Investment Committee
approve a funding under the terms outlined above. Delegate any further modifications which do
not require additional funding to Assistant Director and Housing Manager with City Attorney

concurrence.

Exhibits:
Pro formas
Loan Committee Report for 2002 Additional Funding and Restructure
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PROJECT COST ANALYSIS .
September 15, 2011

Boyoer Court Apartments
Rose CDC

. GBA Per
9305 SE Harold Strest : Total Unit % of st

14 wim 11,200

ACQUISITION COSTS
Land Acquisition 0
Appraisal 0
Legal Expense 0
Tille ingurance 0
ACQUISITION TOTAL 0 0] - 0%%] |
DIRECT CONSTRUCTION COSTS
Rehab - (Roofing, siding. and exierior painting) 249,946
ficcobial Grovdh Romediation 25,000
Construction Contingency 25643
CIRECT CONSTRUCTION TOTAL 300,589 300586 | 21471 . 82%] 27]
INDIRECT DEVELOPMENT COSTS
Building Permits 0
Insurance During Construction 733
Forangic Consulling Services 30,050
Ennineaung ) 5090
tLegal . 1.620 -
Broject Managemeant & 9% 27088 { - 8%] .
Relosation . 1.000
Solt Cost Contingeney 1,008
TOTAL INDIRECT DEVELOPMENT COSTS 65,801 65.801 | §,760 | 18%] 6]
(TOTAU PROJECT COSTS I 1 i 366,090 | 366,390 | 26,171 ] O3] 33
USES
Acguisition Costs | 4
Consiruction Costs | 300,588
Davelopment Costs 65,801
TOTAL USES 356,390
SQURCES Construction Pemnanert
PDC TIF 330,872 330.872
Rose Reserves 35518 . 35518
TOJAL SQURCES 366,390 356,390
[SURPLUSI{GAP) : { 3] A ()3
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INCOME AND EXPENSE ANALYSIS

Beyer Court Apartments
September 1§, 2011 " NotRent
Ave
HOUSING Units af $iunlt]  $/Manth $/Year
_ {2 BR @ 30% MFI 4 820 36 1,460 17,520
12 BR @ 50% MFI : 820 [ 3,430 41,160
2 BR@ (PBA Scction 8) 60% MFI § 820 7 ,585 43,020
Potential Rental Income 14 8475| 101,700
Vacancy/Credit Loss 5.0% (424) ({5,085)
Effective Rental income 8,051 96,616
Other Income (Laundry/Deposits) 0 2.500
[NetEGI | ] [ T 6051 89,415]
[NETREVENUE ] | ! [ 8051 88.138]
|EXPENSES : % EGI S/unit $/Year
Management Fee 6.6% 6.6%) 488 6,552
On Site Management Manager's Salary 8.2% 580 8,125
On Site Rent Free Unit 2% 88 1,200
RepairMainienance 7.8% 538 7,500
Landscape Mainlenance 2.8% 201 2,820
Decorating 0.2% 14 200
Painting 1.0% 71 1,000
Office/Telephone 1.4% 90 1,360
General MaintMaint payroll 3.4% 243 3,400
Payroll taxeshvorkers comp 1.7% 121 1,700
Miscellaneous taxes. permits 0.1% 4 50
|Miscellaneous operating 0.1% 7 100
Legal & Accounting 0.8% 61 852
Utitities 14.8% 1,029 14,400
Insurance 1.5% 107 1,491
|Cteaning Contract 1.5% 104 1,450
[Exterminating 0.5% 32 450
Resldant Services 4.2% 300 4,200 |
Rose Asset Management 4.2% 300 4,200
Replacement Reserve 5.7% 400 5,800
Bad Debt ' 1.2% 86 1,200
TOTAL OPERATING EXPENSES 68.6% 4,848 67,870
[NGI I ] [C315%[ 22321 31245]
DEBT SERVICE ANALYSIS - Stabllized Year
Princlpal-Key Bank 379,260.00
interest Rate 4.78%
Amortization Schedule 30
Annual Debt Service : 23,846
[Total Debt Coverage 131
PHB- HDSL (HOME) 85,000.00
interest Rate 3.00%
Amortization Schedule (years) 30
Annual Debt Service 4,300
Debt Coverage Ratio-combined 1.11
IPHB EGC {Combined HOME/CDBG/TIF) Includes new funding 966,658.71 |Existing EGC/New Fun
interest Rale 0.00%
Amoriization Schedule (years) ' N/A
Annual Debt Service 0
Debt Coverage Ralio-combined )
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Operating Cash Flows/Beyer Court Restructure - . A S L 4 NN R
Per nt Year Period B D 3 Tl 7 Y N . 10 1 Tl Tl T 3
Yaars slant Get 2018 Sunizegyr | 301 w12 21] 2014 2018 o] - 07p | 2018 2018] 202 Ecr] I A 023 02| 08|
[y SCrenge " ) [ORHTCA i 1ol PHB Cect Service Rmiarts
octes Recte! Income |2 04815 56613 68 547 100518 102,529 TCL576 08,671 103,604 110,580 113200 715,458 RTAZ¢e] 170,126 [EZRTN MEKELTE] 27481
it Income 73 2500 2,300 355 2801 28] 2708 2,760 7815 2877 2025 3047 330 EXTIR MY Y1
Rosiderhisd Net EGH 0 DO% 29,115 09 118 101,087 103 118 103,382 107 285 108 431 111820 113352 116120 19 ml 120 821 123297 123,71 128218 130 720
Vet Roverve i 9,118 S0.198 ] Jovear | 1030301 tossazl 107288 | 1o9.a3 Titaze | ia3se 318,128 Tisasz] i30e21 ] 123297 138767 ] 1asaie] 130,70 ]
pepenses T - 1 - X AT FE - SM — N.Eu - I.oﬂa 3300 5545 3505 So0, e
it Foe 8 B1% 8552 B4%3 4749 1 1 0,42 [Xvrd
3 0O% 48 718 $37189 47 390 111 60, 82718 4 552 88 530 88 528 70 542 72898 74 850 12127 Mmilhlml BT 824
Revervor 4 00% 560 5,600 5 828 6,057 6551 813 7.058 7,369 7664 7971 8260 3621 8568 o324
Totad 87 870 87,370 09 902 72119 74 343 NOB.\ 78 001 81430 83043 B8 S48 2918 D105 04 817 87,748 100 770 i
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_Oum_.uz:u Cash Flows/B¢ ] o ) )

Pormanant Year Period .l w 18 15 2] EA] I -1 DO - 2| I |
Yaars efad Ot 2011 1 . 2038 2097 2026] 7| __ % _2om 033 2038]° T 2034 C 263y
Ravenus ¥ 5

Eftactvo Rental Incomae 2 DO% 130,03t 132632 135 784 137 990 140750 143 583 148 430 149 365 132 382 1585 399
Omat Incoms Z DO% 35 3432 3505 571 3842 715 3789 3,869 3042 4021
Rasidontsl Nel EGI 0 DO% 133,39¢ 135,084 138785 141,581 144 302 147 280 150228 153,230 158 204 130420
Net Revence ! 133,39 138,064 138,728 141,831 144392 347,250 150,228 183,230 158,204 159 420
- . e JRFSDUUIN SNNURURIN PR —_—
Ma ont Foo B8 81% 10,208 10514 10,829 11,154 11489 11,8 12,338 12,854 1203t 13318
Othoe 3 DO% 86 807 [SX55) 2093 04 856 97 12 100,633 103 852 106,701 00 964 113 203
Resarves 4 DO% 10,085 10489 10908 11,345 11708 12279 1270t 13, _u§ 14385
Votsi E: o 107,100 | 110414 113 634 1173351 120949 | 124737 1288021 132,547 | 13688 | 140097 |
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Date:
To:
Fromu:

Subject:

PORTLAND DEVELOPMENT COMMISSION
‘ Portland, Oregon

October 3, 2002
Loan Committee
John Marshall, HDF

RESTRUCTURE PDC FINANCING FOR BEYER COURT APARTMENTS AS
FOLLOWS: :

1. ADDITIONAL FUNDING OF APPROXIMATELY $286,756, WHICH INCREASES
THE EQUITY GAP CONTRIBUTION (“EGC”) TO REHABILITATE, AND FUND
REPLACEMENT RESERVES FOR BEYER COURT APARTMENTS. THE
ADDITIONAL FUNDING WILL BE FROM CDBG. : L
2, REDUCTION OF HOUSING DEVELOPMENT SUBORDINATE LOAN (“HDSL")
BALANCE TO $85,000, WHICH CONVERTS $110,225 TO EBGC; R

3. AMEND THE TERMS OF THE REVISED HDSL TO DEFER LOAN PAYMENTS
FOR THE REMAINDER OF 2002, 2003, 2004, TO BE INTEREST ONLY PAYMENTS
FOR 2005 AND 2006, AND AMORTIZED PAYMENTS ON A 30 YEAR TERM
STARTING IN YEAR 2007. THE REVISED LOAN MATURES IN 2037, SOA
BALLOON PAYMENT IS NOT NECESSARY; ' :

4. ADD THE FUTURE ACCRUED INTEREST FROM THE NEW LOAN PAYMENT
DEFERRAL TO THE EGC. THE FUNDING SOURCE IS HOME; . ‘

5. ADD ACCRUED INTEREST FROM THE PREVIOUS LOAN PAYMENT
DEFERRAL TO THE ECG. THE FUNDING SOURCE IS HOME; . ,
6. APFLY ANY PAYMENTS RECEIVED FROM EXCESS CASH FLOW TO THEEGC
IN THE RATIO OF 55% TO HOME AND 45% TO CDBG. PAYMENTS OF EXCESS
CASH FLOW WILL NOT BE COLLECTED WHEN THE HDSL IS ON DEFERRAL;
7. INCREASE INITIAL REPLACEMENT RESERVE FUNDING REQUIREMENT TO

~ $350/UNTT PER YEAR;

8, MODIFY THE REGULATORY AGREEMENT TO A SIXTY-YEAR

" AFFORDABILITY PERIOD FROM THE DATE OF THE CLOSING OF THE

TRUCTURE;
9 INCREASE THE EGC TO A TOTAL OF APPROXIMATELY $644,980, WHICH
INCLUDES THE ORIGINAL EGC ($236,129), NEW REHAB FUNDING ($286,756),
PREVIOUS ACCRUED INTEREST ($6,345), FUTURE DEFERRED INTEREST
($5,525), AND DEBT CONVERTED TO BEGC ($110,225); AND
10. UPDATE ALL LOAN DOCUMENTS TO PDC’S CURRENT VERSION

ROSE Community Development Corporation (“Rose”) has requested an infusion qf “funds for the rehabilitation
of deferred maintenance and funding of replacement reserves for the Beyer Court Apartments. They have also
requested a restructure of the PDC financing for the project } :




Beyer Court Apariments

Loan Committee Report
October 2, 2002
Page 2
o Current Monthly
Property Location PDCLoan# Balance Payment  Type Pund
Borrower:  Rose Community Development Corporation (“Rose”)
9305SE Harold Street 3810899 19522510 86117 HDSL HOME
. 38109-99 236,129.09  ECF EGC HOME
Description: '

Beyer Court Apartments (“the Project”) is a 14 unit, apartment project that provides much-needed
affordable housing for tenants earning between 0% to 60% of Median Family Income (MFI). The

. Project is located on Harold Street between SE 92 Avenue and Interstate 205 in the Lents Town
Center Urban Renewal District. The Project’s three buildings on a 4/5’ acre parcel have all two-
bedroom units, The site is located three blocks from the proposed Lents Plaza Town Center residential
project that will add 24 units of affordable housing by December 2003, Beyer Court has 11,480 square
feet of building area with a laundry room and surface parking. The Project was built in the late 70's,
was rehabilitated in 1999. . - S

The Project has a $379,260 first mortgage to Key Bank with Oregon Affordable Housing Tax Credits
that reduce the debt service to §23,857 per year. PDC has a $200,000 HDSL at 3% and a 30 - year
amortization with annual debt service of $10,334. The PDC loan has a balance of $195,255 that was
funded by HOME. Also PDC has an EGC with a balance of $236,122 that was funded by HOME.

Affordability: . _ ,
The Project’s unit-mix, size and affordability are described in the following table;
4 30% 2 820

5  50% 2 820
5 60% 2 820
Total 14* :

The manager’s unit has a $150 per month rent credit that is reflected in the operating expenses,

14 units will be subject to PDC 's affordability restrictions for a period of 60 years from the date of the
restructure, :

New Public Benefits Addressed: . :
- The funding will preserve the affordable units by curing the physical deterioration of the Project.

Existing Public Benefits Addressed: |
The Project meets several of the City's housing goals as specified in the Comprehensive Plan:

* The Project will be retained as affordable, which is called for in Section 4.14 (D): “Support
- acquisition by nonprofits:.. of existing affordable housing susceptible to redevelopment, thereby
protecting housing from upward pressure of prices and rents,” | :
e The Project provides larger units which will accommodate families, which is called for in Section
4.10(A): “Stimulate the development of housing for very low income households with children;
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and _
e The Project will provide four units of housing for families below 30% MFI, which is called for in
* Section 4.12(D): “Stimulate the production of a variety of housing types that are affordable and -
responsive to the needs of extremely low... income households.” o '

Predevelopment Loan: ' ' . '
There is a $9,812 predevelopment loan for the restructuire of the subject and Jotusat¥ Creek™ ¢
Ap Y Jonnson e

Background: ' ' -
Rose has a portfolio of approximately 190 units of affordable housing that have been developed gince
1992. Two acquisition/rehab projects purchased in 1999 have had negative operating results (Johnson
Creek Commans - 15 units and Beyer Court Apartments - 14 units), PDC has defefred loan payments
on its subordinate debt on both projects since November 1, 2001. Prior to the deferral, Rose used
corporate resources to keep the PDC loans current. Since both properties had negative DCRs on the
PDC debt, Rose was able to reduce its losses during the deferral period. ’

The Project has had substandard performance because 1. rents were not being maximized; 2. the
Project was under rehabilitated after acquisition, which produced higher operating expenses, and 3.
the PDC debt was based upon lower operating expenses ($2,600 in the origirial pro forma that would
be $2,925 in 2002). Operating expenses wera'$3,410 without replacément tesstves in"2001,and are -
$3,391 in the pro forma, ’ T o

Rase has taken several steps to improve the performance of the projects.

* Rose hired Cascade Management Company (“Cascade”) to replace Guardian
Management Company. Cascade increased rents on March 1, 2002, increased occupancy, and
lowered operating expenses by $500 per unit at Johnson Creek Commons and $1,000 per unit at
Beyer Court. : : '

* Rose hired an in house asset manager to provide: regular oversight of the portfolio, bimonthly site
inspections, monthly meetings with the management company, direct contact for tenant issues

- regarding the management company, and direct interaction with their financial and construction
consultants during the restructure/rehabilitation of the projects. '

* Rose hired a resident resource coordinator who provides information (access to affordable
furniture, etc.) and referrals (health care and activities for children) o the residents, which
improves tenant retention and care of the projects. - o

* Rose asked the Housing Development Center (“HDC”) to complete a thorough analysis of both
properties to determine operating problems and to propose solutions. HDC has also completed a
replacement reserve analysis.

"RESTRUCTURE

L Funding for Rehabilitation: ' : _
It is proposed that PDC provide the funds to complete the rehabilitation of the Beyer Court project and
replenish its replacement reserves, Since federal funds (HOME) were used in the initial financing of
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mepmject,mc:is_notabletouseHomfundsfo'rmereh_abmdwiuuseCDBG. ,

The primary items that will be accomplished include: S
* repairing the roof of several buildings with 25 year materials, installing metal flashing at all edges,
and installing new gutters/downspouts an several of the buildings; N

prepping and pairiting all of the exterior building surfaces;
repairing all vents to enhance circulation, replacing interior cabinets/countertops;
installing prego.or equivalent laminate floors in living rooms and bedrooms and marmoleurn in
kitchens and bathrooms; i _ , g
replacing toilets/heat/light /exhaust fans in the bathrooms;
removing and installing porch slaba at several of the units;

" repairing the exterior stairwells; ' .
replacing portions of the fence; and
repairing the laundry room.

Rose and the general contractor plan to minimize tenant disraption through careful scheduling of the
rehab and have set aside two of the units for overnight occupancy if it is needed, A licensed assessor
completed a lead based paint risk assessment, Minimal contamination was found because the 1999
rehab addressed the lead control issues; No inicrease in the development budget will be needed. The
 construction cost is based upon competitive bidding after detailed specifications wére completed in
mid August. The restructure adds $35,000 to the replacement resérves. The table below lists the
development budget: ’ : ' :

Direct Costs . ~ Per Unit Total Cost.  Project Allocation/Notes

Construction ' C 18974 195631
Construction Contingency @ 10% . 1,397 19,563

Sub Total 15371 215,194 75%
Soft Costs , S '
Building Permits/Fees. _ inclabove  inclabove ~ In Caonstruction Cost
Construction Mgmt/Dev Fee 1468 - 20557+ HDC/Rose/Consultant
Cap Needs Assessment, Specs, Bidding 183 2555  Consultant
Relocation Expenses . 500 - 7,000 14 units x $100'x 5 days
Deposit to Replacement Reserves . 2,500 : 35,000 HDC analysis _
Soft Cost Contingency @ 19+ 64 . 950 Most categories final -
Vacancy Reserve ' 393" 5,500 2 units @ 5 mos/construction
Closing Costs 36 500 Estimated

Subtotal $5,147 $72,062 25%
Rehab Grand Total o $20,518 $287,256*+

*This is a net cost. It does not include a $1,250 Home Technical Assigtance Grant (non-PDC funds).
**Rose is contributing $500 to the restructure/rehab, which will pay for the closing costs. o
***Also, approximately $11,870 (amount will vary depending on the restructure closing) will be added
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to the BGC to fund the accrued interest from the previous loan payment deferral and a proposed future
loan payment deferral. ’ "

2. Operating Results: - o '

The Stabilized Pro Forma of Exhibit A is based upon actual maximum allowable rents, which is above
the current rents, The Cash Flow projection in Exhibit B is based upon the Project’s actual rents with an
increase to the maximum allowable rate for one third of the units each year after the rehab is
completed starting in-2004 until the full rents are achieved in 2006. In late September 2002, Rose’s
Beyer Court Apartments was awarded four project based Section 8 vouchers, Since it is not known
when HUD's subsidy will be recetved not the amount, the pro forma will not be changed. If there is an
increase in revenue, the Excess Cash Flow provision of the EGC will recover approximately 50% of the

Also, Rose will adopt a practice that the Housing Authority of Portland (“HAP”) plans to use in major
rehabs that upgrade the insulation levels of the floors, walls, and ceiling and installs upgraded
windows that meet new construction standards, (The St. Francis will be the first example.) The policy
allows the owner td increase the base rent because the tenant will experience lower utility costs,
Currently it will increase the base rent by $19 per month 'on a two-bedroom unit. The specific
adjustment i the difference in utility allowance for new construuction and existing construction listed
in the “Schedule of Utility Allowances (October 2001)"issued by HAP, Exhibit C. They will vary
annually depending upon average utility cost increases and the improvements in construction energy
e . A .

There is no actual increase to the resident because the rent increase is the equivalent of the expected
utility savings. HAP does not have a written policy that PDC can immediately adopt. Also, the specific
energy efficlencies accomplished during the Johnson Creek Commons and Beyer Court rehabs vary.
The Beyer Court 1999 rehab added new vinyl double paned energy efficient windows, upgraded
ceiling insulation to R-38, repaired floor insulation, and repaired vapor barriers and roof vents.

Therefore, PDC has requested that Rose have energy audits (no cost to the owner) performed by PGE
on both projects. The audit will identify the improved efficiency obtained from the 1999 rehabs and the
currently proposed rehab. Rose will also request summaries of utility charges for the tenants at th
Project after the 1999 rehab was completed. If true savings in utility costs are supported by the
audits/tenant utility costs, it is recommended that PDC approve Rose’s utilization of new construction
utility allowances in its determination of the base rents that it charges. This would be employed after
the federally mandated rent increase restrictions have passed. There could be a $2,300 annual increase
in revenue for Rose at Beyer Court that could service higher debt service. Although this will improve
the Project’s performance; it is not significant enough to revise the financial structure since the Excess
Cash Flow provision of EGC will recoup close to 50% of the increased revenue.

Operating expenses are based upon Cascade Property Management Company’s 2002 budget adjusted
to include replacement reserves ($350 per unit), advertising expenses of $500 or $36 per unit, and asset
management expenges ($133 per unit). The Project’s operating expenses without replacement reserves
. were $3,410 last year under Guardian/Cascade and are projected to be $3,391 with replacement
reserves. This produces an operating expense ratio of 61% in 2002.
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3. Modification of Debt:

It is recommended that PDC restructure the HDSL because the Project’s operating - ‘
expenses/replacement reserve needs are 19% higher than initially underestimated. The adjustment is
also needed to allow the project to stabilize after the rehab, since the use of federal funds will lmit rent
growth in the first year, Lastly, the adjustment is needed because Beyer Court will be competing
against the proposed Lents Plaza Town Center project that-will be completed by December 2003,

It is proposed that the PDC subordinate debt be reduced from a current balance of $195,225 to $85,000.
The revised HDSL obligations will have 3% interest and use a new thirty-year amortization period.
Repayments should be deferred during 2002, 2003, and 2004, interest only during 2005 and 2006, and
amartized payments start in 2007. The loan term should be extended to mature in 2037 5o the loan can
be fully repaid without the need of a balloon payment. ' ' :

ThenwdiﬁedfmSLpaynmbwmaugmmtmerijsaMﬁwwpmdumpod&wopm&xgmsmm
and fund the necessary higher replacement reserves. Debt service on the PDC debt is reduced from
$10,334 currently to $4,300 in 2007, This produces the following DCRs on the PDC debt: 2005 (137), .
2006 (1.40), and 2007 (1.33) when the loan begins amortized payments. The higher DCR is proposed to
provide a safety margin for a property that has had performancé problems. If the project produces
more cash flow, PDC will recover 50% of the Excess Cash Flow through the EGC provision,

4. Modification of Equity Gap Contribution: : - .

The interest deferred on the PDC subordinate debt from November 2001 through the time the
restructure is completed will be added to the EGC (estimated to be approximately $6,345). The interest
that accrues during the future deferral (2002, 2003, and 2004) estimated to be approximately $5,525 will
also be added to the EGC. ,

This provides an EGC of approximately $644,980 as shown belows Amount  Source
New Rehab funds | $28675%  CDBG

Conversion of HDSL to EGC 110225  HOMBE
Interest accrued on existing HDSL from 11-1-2001 to 10-31-02 . . 6,345 HOME
Interest accrued on modified HDSL from 11-1-2002 to 12-31-04 , 5,526 HOME
Existing EGC _ _ 236,129 HOME
Total - $644,980 .

~ Any repayment received from the standard PDC cash flow split will be applied to the Bquity Gap
. Contribution and allocated by funding source, i.e,, 55% fo HOME and 45% to CDBG.

5. Loan Document Changes: :

The replacement reserve agreement will be modified to require annual deposits starting at $350 per
unit. PDC will also require that it become a party to the account and withdrawals in excess of $500 or
more than $2,000 per month be submitted to PDC for approval, which shall not be unreasonably
withheld, The development budget replenishes the replacement reserves by funding $35,000.

The regulatory agreement will be amended from the date of PDC’s additional funding so it will be 60
years. -
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All Joan documents will be updated to PDC’s current version and Asset Management language will be-
added. This includes quarterly reporting during the deferral/rehab period and afterwards. The = -
reporting during the deferral/rehab will focus on portfolio revenue, operating expenses, replacement
reserves setaside,thecostandgeneralquantyof&\empam,mdﬂmrenminmgﬁmds.mempmﬁng .
following the deferral /rehab will be the standard PDC report requirement that includes annual
budgets, quarterly income and expense reports that track/compare to budget with variance reports,
annual capital repair plans/budget, quarterly operating /capital reserve account management, tenant -
leasing plans, and tenant retention plans, ' L

Development Team: ' ' '

Ouwner: Rose owns the Project. Rose has a great deal of experience with infill development of this type.
No architect will be required for the rehab, The general contractor for the rehabilitation work will be
Longshot Construction Company, Titus Construction Management and Consulting Company(“Titus”)
will be the project manager. Frank Eckstein, a former Rose employee that is familiar with the Project, is

the owner of Titus. |
Property Managemént: Cascade Management Company will manage the project.

Developer Fee and Developer Equity: . ' . : :
The developiment fees including cansulting fees are listed below. PDC’s permanent funding will repay
mﬁntexpnise?mgievelopmthoanﬂmthaspaidforsomeofﬂ\eearﬁerconsultingcosts. _

The consulting fees include HDC’s analysis of the project operations, a proposed restructure structure,
and a replacement reserve analysis. ‘

Rose engaged a construction management specialist, Frank Ecskstein. He provided a detailed Capital
Needs Assessment for the buildings/units, developed the scope of work/specifications for the rehab,
managed the selection of the general contractor, and will manage the rehab,

Rose’s compensation is based upon previous time provided in the restructure and estimated future
involvement to complete the rehab/restructure. This includes working with HDC to determine the
causes of the poor performance of Bejrer Court, developing strategies to lower operating costs, improve

occepancy and raise rents. Rose also assisted in the restructure analysis, and is working with the
canstruction Project Manager to develop the relocation plan and scheduling of the subcontractors that

of the new funding/adjusted obligations. This is within the 8% to 12% range in PDC’s Financial
Products Manual for projects of this size.

Rose i5 contributing $500 to the ms&uchzre, which should be more than enough to pay for the closing
costs. : :
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Itshouldbenotedthataporﬁmofﬁmomsulﬁngfeesform)campaidforbyanonPDCfunded
HOME Tecl'mlcalAssishnce Grantasnoted below. :

Use . ‘

: . . - HDC Titus Rose Other Total
Financial Analysis 2,500
Replacemént Reserve Analysis - 800
Specs & Bid Write-up/Contractor
Selection/Capital Needs Assessment 2,555
Project Management 8,000

* Development Fee to Rose , 10,807
Sub Totals . 3,000 10555 10807 i .i3

Grand Total . o | 4368
Source of Payment '
PDC EGC 23,112
TA Grant from BHCD 1,250
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Revised Sources and Uses: .
The following chart outlines the revised Project costs and uses of funding:

. Current Proposed Change
USES:
Acquisition Costs 657,500 657,500,
Construction Costs 96,695 311,888  +215,194
Accrued Interest 11,870 +11,870
Development/Soft Costs B8,694)  TBVEEA  THBO5D|
Developer and Consulting Fees 41,000 653620 24360
SOURCES: 4
Key Bank Loan with (OAHTC) - 366,041 366,041 0
8/31/02 .
PDC Loan- HOME 8/31/ 02 195,225 85,000 -110,225
PDC Equity Gap — HOME* 236,120 236,129  +122,005
+Conversion of debt to EGC s +110,225 :
|+Previous Accrued Interest +6,345
+Puture Accrued Interest =55% - 45,525
OCHS Trust Fund " 50,000 -50,000 0
TA Grant for Restructure 1,250 +1,250
Consulting : ‘
NEW PDC EGC - CDBG = 45% 286,756 +286,756| -
Rose Equity Contribution : 17,000 17,500 +500
Fee Walvers ) 1,500 1,500 g
Principal Paydown 17,994 17,994
*After restructure EGC will : * PerUnit Per Person
appear as a single note to the 14 42
borrower. It will be split funded at

the % listed above ‘
' Final PDC Project Funding 729,980 52,141 17,380

Per Unit
27,186

31 -50% averages
Average per family project

o ?j:_{",;s’a’s ,i,‘j‘v._n;‘é,".‘ S

PDC Additional Financing Structure

Equity Gap  $286,756 will be funded as an increase of the EGC for the rehab,

amount: Approximately $11,870 will be added to the ECG o fund the accrued interest
from previous and future loan payment deferrals. The interest accrual is
booked but not actually disbursed. The total increased equity gap is
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approximately $408,851.

Amount per 'PDC’s additional equity gap investment including accrued interest is

unit; approximately is $29,204 per residential unit. -
Terms: ¢ 0.00% interest rate. ‘ -
Threshold of 15% of Debt Service,

Payments received from Exceas Cash Flow will be applied to the Equity .
Gap Contribution (55% to HOME and 45% to CDBG). - - -

Key Risks:

°
Mi
o

Rehabilitation of older properties is difficult because there is a potential of discovering previously
unknown defects. ' ' _ ' .
The property in this restructure currently has rents lower than the maximum allowed, high
operating expenses, and deferred maintenance. _

tigating Factors:

Cascade Property Management Company and Rose have increased occupancy, and lowered
operating expenses. Project rents were increased on March 1, 2002, ~

Rose has hired Sue Wiswell as asset manager. Slxehasfocusedmuqhofherattei\ﬁononboﬁ\ofﬂie
rehab projects and is working with HDC to improve property operations and the project manager
on the rehab plan. L _ '

PDC will provide funds to correct capital improvements that were not remedied initially,

PDC will lower the annual debt service by coriverting a portion of its debt to equity gap
contribution and amending the loan payment terms to allow the project to stabilize after the rehab
is completed. The debt service is deferred during the rehab and the period the Project’s rents are
increased. It becomes interest anly for 2005 and 2006 and amortizes payments over 30 years

I ) . s

starting in 2007. This improves the combined DCR from'.89 in year 2001 to 1.33 in 2007 when PDC
amortized payments begin. This also strengthens the project’s ability to adjust to variations in
operating results. e _ '

The replacement reserve is replenished to $35,000 and the annual deposit is increased from §250
Jper unit to $350 per unit in the initial year, .
PDCwmmqukequarmrlymporﬁngwﬂ\ePDCAssetMamgemmtDepam\mtduﬂngﬂte :
deferral /rehab period and quarterly reporting afterwards. The reporting will be in accordance with
PDC's standard reporting requirements when a restructure occurs. ‘ .

Asset management has been included as an expense for the project so that Rose can monitor project-
performance and reports can be provided to PDC. o Co

Exceptions to Guidelines: . 4 ‘ .
¢ The DCR s 1.33 in the first year of amortized payments rather than 1.1 because the project has a

higher risk and needs the safety margin,

The modified PDC HDSL of $50,000 loan has deferred payments for the remainder of 2002, all of
2003 and 2004, interest only payments in 2005 and 2006, and amortized payments based upon
thirty years begin in 2007. S
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Payments received will be applied to the Equity Gap Cantribution rather than to the HDSL because
the scheduled debt has been reduced substantially, PDC has funded a $286,256 additional EGC,

and the HDSL instrument should remain outstanding because it has the strongest enforcement
capability. ECF payments will not be collected while the HDSL is on deferral,

The replacement reserve agreement deposits begin at $350 per unit because the project is an older
rehab thatneeds greater deposits to maintain a large reserve balance to reduce the need to request
additional funds from PDC. : ' :

The loan term is thirty years after the deferral period and interest only period, so the loan can'be
repaid within the loan term &nd a balloon payment is not necessary,

If Rose is able to obtain an energy audit that supports lower utility costs for residents because of the
improved insulation and energy efficient components from the initial 1999 rehab and the proposed
rehab, it is recommended that PDC approve Rose's use of a higher base rent. This occurs because a
lower utility allowance deduction is used. This produces a higher net rent for the borrower and is
based upon increased insulation and more efficient windows that create a tighter building
envelope that reduces heat/cooling loss, which lowers the tenant’s utility costs.

' Conditions: - :

The Borrower must provide all requested due diligence documentation, :

The Borrower must agree to any additional terms and conditions that PDC may require once *
additional documentation has been reviewed. e e e e '

The owner must provide an aRset management plan réquiréd by EDC’s new restructure program.
The total amount owed for deferred interest, and all other charges if applicable will be verified
with the PDC Loan Servicing Department. The final new funding will be adjusted to include the
accrued interest as of the closing of the restructure. ' . .

The owner will have to provide updated quarterly reports during the period of the rehab and
initial loan payment deferral. The reports should detail the progress of the completion of the capital
improvements at the project, the improved maintenance program and progress improving the
project’s operating results. This will include joint inspections with the PDC construction
coordinator and its asset management department, Variations from the pro forma and maintenance
schedule must be submitted to PDC for approval, which shall not be unreasonably withheld.

All federal funding requirements (SHPO review and environmental review) have been completed
and are attached to the loan committee report. : :

The borrower must produce energy audits to verify that the initial rehab or the current rehab -
provides energy savings to the tenants that support the use of lower utility allowances in the
future, -

The restructure must be completed within 90 days. If it is not, the loan payment deferral period will

~ expire and the previous loan payments will resume, ‘ :
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Recommendation:.
PDC staff has reviewed the project proforma and recommends &mttheLoanCommitteeapprove the
addxﬁonalﬁmdingandresu-uctureunderﬂ\etem\sabove

Attachments '
Exhibit A - Stabilized Pro Forma
Exhibit B - Projected Cash Flow :
Exhibit C - Schedule of Utility Allowances (October 2001)
Exhibit D - Environmental Impact Statement/ SHPO Review
Exhibit B Revised Sources and Uses
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INCOME AND EXPENSE ANALYSIS

DEBT SERVICE ANALYSIS - Stabliizod Year

Prinoipal—First Mortgaga/Key Bank

Interest Rate

Amortization Schadule

Annual Dabt Semnvice

|Total Debt Covernge

P DC-HDSL (HOM

Intgmnt Rate

Amortization Schedule (yaars)

{Annua! Debt Senvice

[Debt Coverage Ratlo-combinad

Principal~PDC-EGC Revised (HOME)

Intarest Rate
Amartization Schedule {yearn)
Annua! Debt Sanvice

Dsbt Coverage Ratic-combingd

Principal-NEW PDC-EGC (CDBG).

Interast Rate

Amortization Sohedule (yoars)

Annual Dabt Senica

Debt Coverage Ratlo-comblned

Portland Development Commission - Confidential 9730/02

By bt A

BeyerCourt - -
Septamber 20, 2002 Gross Ullity Net Rent
: . g Rent _Allowance

[HOUSING Units] et $unltl ~ $Month $/Year
Two Bedroom - 30% 4| 620f 388] 89] 207 1,188 14,258
Two-Bedroom- 49% 6| 80| 844] 89| 55§ 2775 33,300
Two-Badroon 55% 5] 820 ess| 89 607 8,035 38,420

- {Potential Rantal ncome 4] 8098 | 83678
Vaoanoy/Credl Loss 5.0% (350) (4,199)
Effective Rentsl income 6,648 70,777
Laundry/Other Income 150 1,800
Vaoanoy/Cred} Loss 50% (8)] (80)
|Effsctive Other Income 143 | 1,710
(Rasidential Net EG] .l L1 _e7mi] sias7] -
[NET REVENUE 1 L {__87e1] s814s7]
EXPENSES . % EQGI $/Unh| . $/Near
|On Site Management 11.8% 688 8,600
Contracted Managsment Fea 8.4% 8.4%] - 75 5,250
|Bad Debts . 0.6% 88 501
Repairs and Maintenance 10.7% 825 8,755
Legal & Accounting . 1.8%| 108 1,507
Utlities 138.9% 807 11,302
insurance . . . 30% 225 3,145
Advartising, Marketin _0.6% 38 _500
Replacemant Rasarve (350/unt) 8.0% 350 4,800
Assat Management 2.6% 143 2,000
[TOTAL OPERATING EXPENSES 68.3%| 8391 47,468
[TOTAL NOI P 1 L__a17%] 24s0] s4oi8]

378,280
4.76%

23,847
1 .43

85,000

8.00%

4,300

1.21

358,224
0.00%

#DIVA!
§DIv/ol

288,758
0.00%

#Div/o!

#DIV/0I

Page 1




s"
'§
g..
]

i
E |
1

o | |

- — 4 5 s »8.“_ = 8] - 10 11 1
[ o—y oY w— : : - 2018] . 2011 n
_muun.im.p!g 300% nm e b T 1 o2, o050 [ 94,088 101
Ochar income 100% 1,710 1,710 17et] S ..mmw 1508 1962 2002 Pm_.m e 1000 ol IR :».anqs
Rasidantiel Net EGI _ [0.00% 81487 77,748 80244 |- -~ B4EAS 82,800 82454 55288, . gatas 101,07 104,102 | 107,225 110482 118755 117,368
Nt Ravence I 48T 77748 80244 4568 2404 sazeal — cAWS| 101 104,102 107224 11 113758 117,163
Foe 7 5250 E250| 8419 o 8084 8248 7] =) R § 7] 7248 7,
Ciher 4.00% 319 37510 3/ 812 49384 4,97 43653 43404 47,220 108 s1.074 137 MMM nw.n!mm mﬁwﬂ
Reserves 4.00% 4900 4,900 5,008 5300 5512 1732 5002 8200 8448 6,708 8574 7,253 7,54 7845
Totsl Expannss £TA9 47459 38 51381 53554 samw 57,790 80,067 23m 84800 a733 eaom 728m 75508
WE = 34018 30278 30918 33245 | 34253 AR 38828 34253 40480 41,030 4185
<Koy Bank : .
Balence 8,041 SEsw| SONA| 58| aosd| 3o 31078 aass| - 204814 284074
itacast m“..b 17027| .  1amss| 18369 1 15813 18218] 147 |Ed vy Ta508 T ».2&8 ﬁmn.ww
23847 o sy @A enael pssol easel  masenl byl pase) paso 2A80]
. i : swl sw7ie U557 3084 31,978 NIU5|  solze| 201814 284074 274453} 2638%| 2eaom|
el Fiow aaxz| - 7,071 0438 1230 13011 1352 1425 YT YT 1
DCR-1at Morigge 13 127 130 140 1582 158 157 1280 182 165 uﬂw _uﬁ“ .qu»a nﬂm
Batance ~_ - B5000]| 85000 85,000 25,000 £3.000 85,000 | 33250 447 79,590 71877 707
[ _srkﬂ {nbudget fi budget 2 550 2550 2858 2437 24831 230 Mua uwuﬂ M..mn
EE ——— > =
e vsyments 4,306} 4 i L {4300}
Balance 83,000 830001 83000} = AK000 81447 78800 78717 73707 Tas7 71,588 £345
[t Gz i ; A2 T T 5438 “8AG] o8t ) =) 10841 11,148 2343 258 3
DGR Combined 12 127 1.3 140 137 140 im 18 137 1,40 2 . 144 ! 148 ! _a.“”
POEEGE ‘ 00| : ,
“gloning Balence 53224 338 877 353 Kas) a1
_Monai Pinceal _ S R L L ) = 208 =
_E Exlance . MR 24 Ssaad| | SA2a41 MA77|  S54.081] 351068 350250 SeaMs| siam 00| S aB]  Soow
PDC NEW EGC .
Balance 200758 281 L] 184
- 1 <1404, 1,148 ] -1 1 g
Balence . - 2s1884 1 ] 54 1m
Cushion of 15% of Debt Service
I
[ Potactial Exoess Cash Fiow after 19% Cizshi
R I
Posorstal PDC Cash @ 50%
Potanttal Owner Cazh O 50%
I
Potanttal Cash Fow To Borrowsr 7500
Portand Carnmées w002

ehd 8
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SCHEDULE OF UTILITY ALLOWANGES
SECTION 8 PROPERTIES (October 2001) - Served by PGE

500 SF 1700 SF 1) 800 SF | 1100 SF{ 1300 SF] 1500 SF
0-BD BD 2-BD | 3-BD | 48D 5-BD

ELECTRIC-MONTHLY SERVICE CHARGE $10 $10 $10 $10 $10 10|
LIGHTS & REFR[GERATOR - $5] - &7 $8 $11 $12 $13
EAN §1 ST %2 52 2 83
com : $3 $4 $8 $8 $10] 812
HOT WATER 8§18 $18 $22 $27 $32 $38
SPACE HEAT {EXIST. SFF DETACHED) $42 $53 $84, $78] - $84
BPACE HEAT (NEW S/F DET, ACHED) $21 $26 $32 §37 $42
SPACE HEAT {EXIST. MULTIPLEX) §24 $33 $40 $50]. $57
SPACE HEAT (NEW MULTIPLEX) §$13 T $21 $28 . $30
GAS-MONTHLY SERVICE CHARGE ] §5] &5 $ $5 $5 £5
COOKING $5 $6 $ 56 11 812
HOT WATER 8 $11 $14 $17 $20 $23
SPACE HEAT (EXIST. S/F DETACHED . %35 544 $53 . $B83] . $70
SPACE HEAT (NEW S/F DETACHED ' $15 $181- $23 $§28] . $30
SPACE HEAT (EXIST. MULTIPLEX) 1 . $20 $271 §33 411 $47]
SPACE HEAT (NEW MULTlPLEX) . %8 813 816 $18] - &2
HOT WATER $0 8 $11 $14 $17 $18
SPACE HEAT EXIST. S/F DETACHED $37 $46 $56 - $85] $§72
SPACE HEAT (NEW S/F DETACHED - 817 221 $28 $30 034
SPACE HEAT (EXIST. MULTIPLEX) $20 $28 $35 $42 ;. $60
SPACE HEAT (NEW MULTIPLEX) 2] £13 $18 $19 §22
INSIDE PORTLAND $6] - &7 311 §17 $22 $28
INSIDE GRESHAM : $18 $17 . 821 $26 $31 $37
OTHER AREAS , $10 M $13 519 $23 $32
SEWER-SINGLE FAMILY DWELLING $20 523 $32 $35 $37 -$45
SEWER-SF GRSHM/OTHER $2b $28 $28 $28 $28 $28
SEWER-MULTI-FAMILY DWELLING $20 $20 $20 $201 $25 $25
GARBAGE!SQLID WASTE (WEEKLY P $25 $£25 $28 825 $31 835
UBE BAME RATE FOR BRESHAM AND OTHER AREAS o 1 ' : ‘
TENANT OWNED : ‘ o B
APPLIANCES REFRIG. 23 - &3 $3 §3] - $3 §3
CREDIT. ; RANGE $21 &2 82 $2 §2 82 o
: ' TOTAL - $0
RNy ok

EXISTING SINGLE FAILY DETAGHED O MULTIFLEX ARE UNITS HOT WEATHERIZED AND CONSTRUCGTED FRIOR 70 1980
WEATHERIZED (3 OF 4) WINDOWS T CEIUNG FLOOR " WALLS

NEW BINGLE leLY DETACHED OR HULTIPlE)QDOUBLE GLASS ARE UNITS WEATHERIZED OR GONSTRUCTED AFTER 1980
SERVFC& GHARGES ARE FIXED FOR ELECTRIG, GAS, AND WATER/SEWER

4691 HDD USEDIN GOMPUTATIOHB : FMR
LIGHTS INCLUDE REFRIGERATOR, QVERHEAD LIGHTS, LAMPS, AND OUTLETS =UA.
REFERENCE HUD CIRCULAR 87-P-13 FOR ALLOWANCE TABLES ' , MAX .

EX‘o}L}f C




“PD (C . Site Specific Env’ onmental Reviey
: ] Single Family (1-4 units) X Multi-Family (5 or more Lnits)

PORTLAND ' D Public Facility or Commercial (See attached documents)

DE P :
COMMISSION Pleafc Print

PROPERTY ADDRESS _930 5215 € fpafed) ( BevesCirue v

Owner KRose CDC . Date 5?/_2?,,/02,..

CATEGORICALLY EXCLUDED ' . '
This project is categorically excluded from NEPA requirsments under 24 CFR 58.35 (g) (@)D, (7), or (8), becauss:

Acqulsttion only (No Rehabllitation Work) < .
[J This is an acquisition of an existing structure that is in place and will be retained in the same use, where fio
rehabilitation is being done, . [24 CFR 58.35 (a)(8)] : ‘ ' : U
If this eriteria is met, perform this Site Specific Bnvironmental Review,

Single Family Dwallings only (1 to 4 units) ' Y
[J "This is an individual action on a one-to-four family dwelling. [24 CFR 58,35 (a)(7)]
[J This is an individual action on a project of five or more units developed on scatterad sites that are more than

2,000 feet apart and with np more than four wnits on any one site. [24 CER $8.35 100
if any of these eriteria are met, perform this Site Speclfic Em'fmnnwntql Revisw,

. All Other Resldentlal Bulldings ,
& Unit density is not increased more than 20 percent; ‘ S
[ The project does not involve changes in land use from residential to nonresidential or from nonresidential to
residential, or from.one class of rezidential uss to another (L. from single family attached dwellings to high-
rise multiple dwelling units); and .
K] The estimated cost of rehiibilitation is less than 75 percent of the total estimated cost of replaceruent after
rehabilitation, : o

Rehabilitation cost: ' L $760,9x
Replacement cost: /4 724/ sq. fr. ot $50 Isq.ft, = $937
, : Percentage of Rehabilitation Cost to Replacsment Cost: 17.2. %
If all of these eriteria are mat, perform this Site Specific Environmental Review, .

¥

these criteria are not mel, perform an Environmenta) Assessment. Refer 10 the regulations clted for further clarificat

a:‘.suu'{l H
Aivp

24 €0 e gk




‘ - SIte Speolflc Envlronmental Review

a) ‘ - ‘- _ ‘ . ;. . amm

FLOODPLAIN - Nelghborhpod code f‘;/:f _ FEMA Map m.@ﬁg_

0. Straotams is located in Floodpleln, - jﬂ Smmuqummmmmm
Dymmammmm ‘ _ : :

HIBTORIC PRESBRVATION ' . : : ‘
. OI Structure is 50 yoars old ormors. © . ﬁSnuctmhlmtthOymcold.
o Strocturs is in an histerlc district, - . gsnumnnmmmmmm .
.0 Wyes toeither: O Historlc Review i included in fils, —_, date of final determination of effect, -
or; O Whnauudﬂbcmdidmadmﬂmﬂwﬂmoﬂckevlmmtbccompleted‘priorto
o "mg:hepmcaedomr | ‘

Asassros e L . '
) it "“indicates prmnca of posaible (| Inspecﬁon doea not indwam presence of possible
ﬁ Non-ﬁ-iable ' . .
fn If yes, materials will be hamﬂed per DEQ gmdelme:. : ‘
FLAMMABLE and EXPLOSIVE HAZARDS . . .
O Inspection indicates presence of above-gronnd ’ }& Inspection does not mdwate presence of above-

hazardous material tanks, gronnd hazardous mntcnal tariks,
O Ifyes, amel:araripn measures have been m:iewed forfean'biliry :

Revlewad and Recommended by_:

/ wﬁﬂ (Ez% . phhky
Housmg/Conatxuction Specxalxst . '7 .das

[




R et e R T r&ge 1 Of 2

%

PortlandMaps | owsemn anoing |
8305 SE HAROLD ST - LENTS - PORTLAND Explorer | Property | Maps | Crime | Census
Summary | Elevation | Garbage | Hazard | Photo | Pronerty | Water | Sewer | Tax Map | Zonlng

. Flood Plain
l ‘ _ Within Fload Plaln [No

IO

= 11500 FT

B T S PO TN Mty v hmsriir GGh ke e e el ety s & rs Ser vt srire oA et e £ e e a1 s

WIid Lands Fire Hazard

Wild Flre Hazard] No

b

httn://portlandmans.ceis.citv/detail.cfm ?action=Hazard&propertyid=R335750&state id=1S2E] 8/26/02




PROJECT COST ANALYS'=

Beyer Court (

9305 Harold Strest -
Ross CDC

. Cost to
: 14] total 11,460
ACQUISITION COSTS
LandA ents 857,500
Escrow, Title, Recordin
ACQUISITION TOTAL 857,500 0] 657,500] 48,884 | 74%]| 57 ]
DIRECT CONSTRUCTION COSTS
Bullding Construation 88,445 185,631
Contractor Overhsad & Profit 7,250
[Construction 16,663
DIRECT CONSTRUCTION TOTAL _gsess | 215,184 311,880 § 22,278 | 11%) 7]
INDIRECT DEVELOPMENT COSTS '
|AcpralsaVReview 2,700
" |Construction interest 12,600
Bond Isuanoe . 5400 .
|Soft Cost Contingency 8,000 850,
Leass-up Reasrva 23500
Daferred Intareat (14-1-02 to 12-31-03) 5,625
JDefarvad intarest {11-1-01 to 11-3-02) 8,345 Restructure :
|Caphalized Dovelopar Fees & Overhead 41,000 24,362 826 &% -
FF&E 10,000
Insurance 2,000
Legal/Accounting 4,000
Environmental . 800
Pian Review/Sita Inspection 1,000
|Rélocation Expensas 5,000 7,000 {14 untta x $100 x 5-days
[Minkperm Prepaymant Foe 8,694 R B '
Pamanent Loan Fee 4,000
Roof Certification P
Restructure Clas!ng Costs 500
initial D it to Re ent Reserve 0 35,000
Adgdtticnal Closing Costs :
Vacancy Reserve 0 5,500 |2 untts during conatruction
TOTAL INDIRECT DEVELOPMENT COSTS 128,604 85182) 214878(15348]  16%]  19]
(TOTAL PROJECT COSTS I 883,889 | 300878 | 1,184.285[84500]  100%] 103 ]
Adquisition Costs 857,600 857,
Caonstruction Costs 88,605 | - 311,689 -
Davalopment Costs 120,604 |__ 214878
TOTAL USES mEa 1,184,268
SQURCES initlal Clog . Restructure :
Key Bank - First Mortgage 870,280 368,041 {As of 802
PDC HDSL (HOME) 200,000 85,000
FDC EGC (HOME) 236,126 358,224
|GP Equity 17,000 17,500
OHCS Trust Fund ) : 50,000 50,000
Faa Walvars 1,600 | 1,500
NEW EGC -CDBG 288,766
- |Principal Paydown 17,804
Home TA for Restructures : 1,250
TOTAL SOURCES _ 883,688 L_1,184,285
[sURPLUS/GAP) I 0] [
10/2/02 Pace 1.

Portland Devalopment Commissian - Confidential

EX“I!@H" E
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Headwaters Apartments
2012 Income and Rent Limits

Effective 12/1/2011

150% MFI Max Gross
Unit Type Income Limit Rent UA Max Net Rent

1-Bedroom $82,125 $2,053 ($76) $1,977
2-Bedroom $98,550 $2,464 ($94) $2,370
Utility Allowance (Modified)
Apr-11

HUD Section 8 Program Adjustment Headwaters Apartments

1-BR | 2-BR Factor 1-BR 2-BR

Electric Service Charge $9.00 $9.00 100.0% $9.00 $9.00
Light & Refrigeration $17.00 $22.00 90.0% $15.30 $19.80
Fan $3.00 $4.00 90.0% $2.70 $3.60
Cooking (Elect) $7.00 $9.00 90.0% $6.30 $8.10
Gas Service Charge $6.00 $6.00 100.0% $6.00 $6.00
Hot Water (Gas) $16.00 $21.00 50.0% $8.00 $10.50
Space Heat (Elect) $25.00 $31.00 50.0% $12.50 $15.50
Water : $10.00 $13.00 50.0% $5.00 $6.50
Sewer $23.00 $30.00 50.0% $11.50 $15.00
Total $116.00 $145.00 ’ $76.30 $94.00
[HUD 4 Person 100% MFI | $73,000 |

Household Size and Income

Unit Size 1-Br 2-Br
Household Size 1.5 3.0
Median Income $54,750 $65,700




