REPORT TO HOUSING AUTHORITY

rr City of Sacramento
915 | Street, Sacramento, CA 95814-2671
www.CityofSacramento.org

Consent

October 25, 2011

Honorable Chair and Members of the Housing Authority

Title: Shenandoah Apartments Substitution of Credit Enhancement for Tax-
Exempt Mortgage Revenue Bonds

Location/Council District: 6205 Riverside Boulevard, District 4

Recommendation: Adopt a Housing Authority Resolution a) authorizing the
execution and delivery of an amended and restated trust indenture; b) authorizing an
amended and restated financing agreement; ¢) authorizing a first amendment to the
regulatory agreement; d) authorizing the execution and delivery of and approval of
other related documents and approving other related actions in connection therewith.

Contact: Christine Weichert, Assistant Director, Development Finance, 440-1353;
Jeree Glasser-Hedrick, Program Manager, Development Finance, 440-1302

Presenters: Not applicable.
Department: Sacramento Housing and Redevelopment Agency (Agency)
Description/Analysis

Issue: Capitol Valley Investments (“Developer”) is requesting that the Housing
Authority of the City of Sacramento ("Housing Authority”) replace the existing
Federal National Mortgage Association (Fannie Mae) third party guarantee
(credit enhancement) currently securing bonds for Shenandoah Apartments
{(“Project”) with a letter of credit from East West Bank, a California banking
corporation (the “Credit Bank”), supported by a secondary letter of credit from the
Federal Home Loan Bank of San Francisco.

In 2006, the Housing Authority issued $7,000,000 of Variable Rate Demand
Multifamily Housing Revenue Bonds for Shenandoah Apartments. The proceeds
of the bonds were used to provide a loan to The Shenandoah, L.P., a California
limited partnership (the “Borrower’}, to finance the acquisition and rehabilitation
of the Project. Since that time, Fannie Mae has incurred financial difficulty and
was placed in conservatorship by the Federal Government in September 2008.
Additionally they have introduced a new fee schedule which has resulted in
significantly increased credit enhancement fees. These fees have created an
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increased financial burden on the operations of Shenandoah Apartments.
Allowing the substitution of a letter of credit will reduce the project’s financial
hardship. Approval of the recommended actions will aid in sustaining the
affordability and current financing of the Shenandoah Apartments. Additional
background is provided as Attachment 1, and a location map is included as
Attachment 2.

Policy Considerations: The newly proposed structure will provide a comparable
level of security to the existing credit enhancement structure. The recommended
actions are consistent with the Agency’s approved Mortgage Revenue Bond
Policy. Regulatory restrictions on the property are specified in a Regulatory
Agreement between the Developer and the Housing Authority. Compliance with
the Regulatory Agreement is monitored by the Sacramento Housing and
Redevelopment Agency (Agency) on a regular basis.

Environmental Considerations:

California Environmental Quality Act (CEQA): The proposed actions
consist of government fiscal activities that will not involve a commitment to
a project that may result in any impacts to the environment. Therefore,
the actions are not considered a project pursuant to CEQA Guidelines
Section 15378, and environmental review is not required.

Sustainability Considerations: Not applicable.

Other: There is no federal funding associated with this action; therefore,
the National Environmental Policy Act (NEPA) does not apply.

Committee/Commission Action: Not applicable.

Rationale for Recommendation: The actions recommended in this report
enable the Agency to continue to fulfill its mission to provide a range of affordable
housing opportunities in the City. The recommended actions are consistent with
the Mortgage Revenue Bond Policy and this is an administrative action which
supports the original issuance of tax-exempt bonds for Shenandoah Apartments
(2006 Issue F) previously authorized on July 25, 20086.

Financial Considerations: This report does not request any amendments to the
Agency budget. The bonds are not an obligation of the Housing Authority, the City, or
the Agency. The bonds are solely the obligation of the project’s owner and credit
enhancement provider. The Agency will receive a one-time modification fee of 0.125
percent (12.5 basis points) of the bond amount which is payable at the time of
recording. The Agency will alsc continue to collect an annual payment for monitoring of
the regulatory restrictions and administration of the bonds, in the amount of 0.15
percent (15 basis points).



October 25, 2011
Shenandoah Apartments Substitution of Credit Enhancement for Tax-Exempt Mortgage
Revenue Bonds

M/WBE Considerations: The items discussed in this report have no MAMWWBE impact;
therefore, MMWBE considerations do not apply.

Respectfully Submitted by: X/
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Attachment 1

Background

The Shenandoah Apartments (“Project”), formerly known as Riverside

Commons, is an affordable apartment project located at 6205 Riverside
Boulevard in the Greenhaven/Pocket area on 3.7 acres. The Project consists of
100 units, of which 20% are restricted to very low-income (50% AMI) households
and 80% are restricted to low-income (60% AMI) households. The units are a mix
of one, two, and three bedrooms ranging in size from 630 square feet to 1,000
square feet. The Housing Authority of the City of Sacramento issued the original
Mortgage Revenue Bonds in 2006, and these bonds restrict the affordability on
the very low-income units until 2061. The project has been operating without
incident over the last five years and is in good physical condition.

Capitol Valley Investments, ("Developer”) has submitted a request to the Agency
to restructure their current credit enhancement structure. The Developer has
extensive experience in the development, renovation and operation of multifamily
housing with over 25,000 units of multifamily housing completed. Locally they
own a number of complexes including: Breckenridge Village, Hastings Park
Apartments and Cascade Apartments.

The Project is owned by Shenandoah, L.P., a California limited partnership,
which includes Capital Valley Investments as an associated Co-General Partner
and Jamboree Housing Corporation (JHC), a nonprofit public benefit corporation,
as General Partner. JHC is a community housing development organization,
which provides a range of services to the residents through their in-house social
services division. JHC was incorporated twenty years ago to build, preserve, and
maintain affordable rental and homeownership housing for low-income families,
seniors and others throughout California. The resident services program
component is entitled “Housing with HEART” (Helping Educate, Activate, and
Respond) a California nonprofit public benefit corporation.

The Project is currently managed by Riverstone Residential Group
(“Riverstone”). Riverstone is one of the largest third-party management
companies in the United States. Focused exclusively on property management
services, the company manages a portfolio of multifamily assets valued at more
than $14 billion for leading institutions, pension funds, developers and other
major owners. Located in metropolitan markets across the nation, the more than
650 managed apartment properties include high-rise, mid-rise, and garden-style
communities in conventional, affordable and receivership assets. They currently
manage 33 communities in the Sacramento area.

Agency staff has previously approved the property manager Riverstone
Residential Group and the resident services provider Housing with HEART.
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RESOLUTION NO. 2011 - __

ADOPTED BY THE HOUSING AUTHORITY OF THE CITY OF SACRAMENTO

On date of

RESOLUTION AUTHORIZING THE EXECUTION AND DELIVERY OF AN AMENDED
AND RESTATED TRUST INDENTURE, AN AMENDED AND RESTATED FINANCING

AGREEMENT, A FIRST AMENDMENT TO REGULATORY AGREEMENT, AND
AUTHORIZING THE EXECUTION AND DELIVERY OF AND APPROVING OTHER
RELATED DOCUMENTS AND APPROVING OTHER RELATED ACTIONS IN

CONNECTION THEREWITH; SHENANDOAH APARTMENTS

BACKGROUND

A

Chapter 1 of Part 2 of Division 24 of the Health and Safety Code of the State of
California, commencing with Section 34200 (the "Act"), authorizes housing
authorities to incur indebtedness for the purpose of financing the acquisition,
rehabilitation and development of multifamily rental housing facilities to be
occupied in part by persons of low and very low income.

The Authority previously issued its Variable Rate Demand Multifamily Housing
Revenue Bonds (Shenandoah Apartments) 2006 Issue F, in the aggregate
principal amount of $7,000,000 (the “Bonds”), pursuant to a Trust indenture,
dated as of August 1, 2006 (the “Original Indenture”), by and between the
Authority and U.S. Bank National Association, as trustee (the “Trustee”).

The proceeds of the Bonds were used to provide funds for a loan to The
Shenandoah, |.P., a California limited partnership {the “Borrower”), under a
Financing Agreement, dated as of August 1, 2006, by and among the Authority,
the Trustee and the Borrower (the “Original Financing Agreement”) to finance the
acquisition, rehabilitation and equipping of a multifamily rental housing project
located in City of Sacramento, California and generally known as The
Shenandoah Apartments (the “Project”).

The Borrower desires to replace the credit enhancement provided by Fannie
Mae currently securing the Bonds (the “Existing Credit Enhancement”) with a
direct-pay irrevocable letter of credit to be delivered by East West Bank, a
California banking corporation (the “Credit Bank”), supported by a standby letter
of credit from the Federal Home Loan Bank of San Francisco.

All conditions, things and acts required to exist, to have happened and to have
been performed precedent to and in the connection with the replacement of the
Existing Credit Enhancement as contemplated by this resolution and the
documents referred to herein exist, have happened and have been performed in
due time, form and manner as required by the laws of the State of California,
including the Act.
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BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE HOUSING
AUTHORITY OF THE CITY OF SACRAMENTO RESOLVES AS FOLLOWS:

Section 1.

Section 2.

Section 3.

The Authority hereby finds and declares that the above recitals are true
and correct.

The following documents between and/or among the Authority and the
institutions named therein with respect to the replacement of the Existing
Credit Enhancement (the “Amendment Documents”), in the forms on file
with the Clerk, are hereby approved:

(a) an amended and restated trust indenture (the “Amended and
Restated Indenture”) between the Authority and U.S. Bank Naticnal
Association, as trustee (the “Trustee”);

{b) an amended and restated financing agreement (the “Amended and
Restated Financing Agreement”) among the Authority, the Trustee
and the Borrower; and

(c) a first amendment to regulatory agreement (the “Regulatory
Agreement Amendment”) among the Authority, the Trustee and the
Borrower,

The Executive Director of the Authority (the "Designated Officer”) is
hereby authorized and directed, for and in the name and on behalf of the
Authority, to execute and deliver the Amendment Documents, and Clerk
of the Sacramento Housing and Redevelopment Agency is hereby
authorized and directed, for and in the name and on behalf of the
Authority, to attest the Designated Officer's signature on the Amendment
Documents, if necessary, in substantially said forms, with such additions
thereto or changes therein as are recommended or approved by such
officer upon consultation with bond counsel to the Authority, including
such additions or changes as are necessary or advisable in accordance
with Section 3 hereof, the approval of such additions or changes to be
conclusively evidenced by the execution and delivery by the Authority of
the Amendment Documents.

All actions heretofore taken by the officers and agents of the Authority
with respect to the sale and issuance of the Bonds are hereby approved,
confirmed and ratified, and the Designated Officer is hereby authorized
and directed, for and in the name and on behalf of the Authority, to do any
and all things and take any and all actions, and execute and deliver any
and all certificates, agreements and other documents which she may
deem necessary or advisable in order to consummate the lawful
replacement of the Existing Credit Enhancement in accordance with this
Resolution and resolutions heretofore adopted by the Authority, including
but not limited to those certificates, agreements, deeds of trust and other
documents described in the Amended and Restated Indenture, the
Amended and Restated Financing Agreement, the Regulatory Agreement
Amendment and the other documents herein approved and any
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Section 4.

cerlificates, agreements or documents as may be necessary to further the
purpose hereof, evidence credit support or additional security for the
Bonds, but which shall not create any obligation or iiability of the Authority
other than with respect to the revenues and assets derived from the
proceeds of the Bonds.

This resolution shall take effect immediately upon its adoption.
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