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REPORT TO HOUSING AUTHORITY
Y City of Sacramento
rr 015 | Street, Sacramento, CA 95814-2671
Sacramento www.CitvofSacramento.org
Housing &
Redevelopment
Agency CONSENT
October 31, 2006

Honorable Chair and
Members of the Housing Authority of the City of Sacramento

Title: Approval of Bond Documents for Point Natomas Apartments
Location/Council District: 801 San Juan Road, District 1

Recommendation: Adopt the attached Housing Authority Resolution which: 1)
approves documents authorizing a bond issuance of $22,654,000 for acquisition,
construction, and permanent financing of the Point Natomas Apartments; and 2}
authorizes the Chairperson, Vice Chairperson, or Executive Director of the Housing
Authority to execute all documents necessary to issue bonds.

Contact: Jim Hare, Assistant Director of Housing Policy and Development, 440-1313
Steve Lierly, Housing Finance Analyst, 440-1399 x 1256

Description/Analysis:

Issue: On March 14, 2008, the Housing Authority of the City of Sacramento
adopted a Resolution (Inducement) that indicated the intent to issue tax-exempt
bonds to fund the acquisition and construction of the Point Natomas Apartments.
The Housing Authority must approve the final bond documents in order to
complete the prior commitment.

Description of Development: Point Natomas Apartments, built in 1987 as
Rancho Natomas Apartments, consists of 30 wood framed apartment buildings
containing 337 one and two bedroom apartments on 16.7 acres located at 801
San Juan Road in South Natomas. The project includes 82 one-bedroom units,
and 255 two-bedroom units, ranging from approximately 655 to 875 square feet
in size. The amenities include two pools and spas, two laundry rooms, a
playground, sports court and club room. The property is fenced and the grounds
are fully landscaped; there are 585 on-site parking spaces provided. Vicinity and
site maps are included as Attachments 1 and 2, respectively.
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The Developer will spend approximately $5.46 million ($16,200 per unit) to
improve the site and rehabilitate the exterior and interior of the facility. Site work
will include improvemenis to the irrigation system, fencing, landscaping, cement
walkways and asphalt. Exterior work will include replacement of all siding,
residential windows, new paint and the addition of security cameras. The roofing
was replaced by the current owner as a condition of the sale. Apartment interiors
will be improved as needed with electrical, plumbing and counter top upgrades,
replacement of appliances and cabinet doors. Handicapped-designated units will
he modified to be fully compliant with current ADA requirements.

The Agengy is proposing to issue up to $22 654 million in tax-exempt mortgage
revenue bonds, to be used in conjunction with 4 percent low income housing fax
credits. The new financing will require at least 20 percent of the units (68 units)
to be affordable by individuals eaming 50 percent or less of Area Median Income
(AMI), and the remaining 80 percent of the units (269 units) to be affordable by
individuals earning 60 percent or less of AMI, for a period of 55 years.

Developer: Wasatch Advantage Group, LLC, is a newly formed company
focusing on the development of affordable housing utilizing tax credits and tax
exempt bonds to finance its communities. The principle partners of the company
are Mr. Kipling S. Sheppard and Mr. Dell Loy Hansen who together have
considerable experience in the acquisition, financing, development and
construction of residential and commercial properties. Wasatch Advantage is
currently developing six properties in the western United States containing 1,320
units. Mr. Sheppard has an ownership interest in 18 properties containing 2,389
units in California and Mr. Hansen has an ownership interest in 10 properties
containing 2,220 units in California. Wasatch Advantage Group is located in
Mission Viejo, California.

Western Community Housing, Inc. (WCH) a non-profit affordable housing
corporation will be the Managing General Partner. Western Community Housing
formerly known as Western Services Foundation, inc., was founded in 1999 to
promote affordable housing and to provide social services 10 low-income
individuals and will be providing its life skills training and educational programs
(Life STEPS) to the community residents. Since 2002, WCH has been investing
in affordable housing communities primarily located in California. WCH currently
has an ownership interest in 34 affordable housing communities with 2,341 units
in operation and another 757 units in development.

Property Management: The property is currently managed by Wasatch Property
Management, Inc. After the close of escrow the property will be managed by FPI
Management, Inc., an established Sacramento-based property management firm
that is experienced in the operation of affordable apartment communities.
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Proiject Financing: The Developer and Agency staff have agreed on a financing
package for Point Natomas Apariments that uses tax-exempt mortgage revenue
bonds, low income housing tax credits, and a seller carry-back note. A project
summary, including a proposed sources and uses of funds, is included as

Attachment 3, and a project cash flow proforma is included as Attachment 4.

The property currently supports bonds in the amount of $12 million issued by the
Housing Authority in 1985. The current affordability restrictions are 10 percent at
50 percent Area Median Income (AMI) or 34 units and 10 percent at 60 percent
AMI (34 units). These restrictions are due 1o expire in 2016.

The initial bond funding will be limited to $55,000 in order to comply with federal
tax law. The remaining bond funds will be placed in a Guaranteed Investment
Contract (GIC) until March of 2007. The 1985 bonds in the amount of $12 million
that currently finance the property are subject o a 10 year hold which cannot be
redeemed until March of 2007. During this interim the developer will be
completing the rehabilitation of the property using a private construction loan.
Upon completion of improvements and after March 1, 2007, the new bonds will
be privately placed with GMAC Commercial Mortgage Corporation. The $22.654
million will be used to redeem the 1985 bonds of $12 million, take out the
construction loan and become permanent financing. The law firm of Jones Hall
will serve as bond counsel to the Agency.

Committee/Commission Action: Not applicable. Issuance of bonds for this
project was previously reviewed and approved by the SHRA Commission.

Policy Considerations: The recommended actions are consistent with the
Mortgage Revenue Bond Policy. Regulatory restrictions on the property are
specified in a Regulatory Agreement hetween the Developer and the Housing
Authority. Compliance with the Regulatory Agreement will be monitored by the
Agency on a regular basis.

Environmental Considerations: The proposed action is exempt from
environmental review under the Agency's Environmental Review Policies and
Procedures, Sections 7-3.1 and 7-3.10, which were adopted pursuant to CEQA
Guidelines Section 15022, and provide that loans and bond financing funding
mechanisms are exempt under Section 15310. In addition, CEQA Guidelines
Section 15301(a) and (d) exempts rehabilitation of existing facilities to upgrade
the structures and to meet public health and safety standards. NEPA does not

apply.

Rationale for Recommendation: The recommended actions are consistent with
the Mortgage Revenue Bond Policy and this project will deepen and extend the
terms of affordability for 337 residential apartmenis in South Natomas. Thisis a
further administrative action which formalizes the approval of the issuance of tax-
exempt bonds which was previously authorized on March 15, 2006.
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Einancial Considerations: The proposed bond issuance will not be an obligation of the
City, the Housing Authority, or the Sacramento Housing and Redevelopment Agency.
The bonds will be the sole obligation of the project and the owner who wiil bear all costs
associated with issuing the bonds. The Agency will receive a one-time issuance fee of
.25 percent of the bond issuance amount, which is payable at bond closing. The Agency
will also collect an annual payment of .15 percent of the total bond issuance amount for
the monitoring of the regulatory restrictions and the administration of the bonds. This fee
is payable in advance in semi-annual instaliments for the entire period of the Regulatory
Agreement. The law firm of Jones Hall is acting as bond counsel for the Housing
Authority. Copies of the bond documents are on file with the Agency Clerk.

M/WBE Considerations: Minority and Women's Business Enterprise requirements will
be applied to all activities to the extent required by federal funding.

Respectfully Submitted by: %ﬁb

ANNE M. MOORE
Executive Director

Recommendation Approved:

A P

RAY KERRIDGE
City Manager
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Attachmeni 3

Project Summary

Point Natomas Apartments

Address 801 San Juan Road, Sacramento, CA
Number of Unils 337
Year Built 1987
Acreage Total of 16 7 acres
Affordability 68 unils @ or below 50% of area median income

269 units @ or below 60% of area median income

Unit Mix and RBents

{50% AME (60 % AMI)
1BR/1BA 8 74
2BRMBA a7 78
2BR/ZBA 13 117
Sguare Footage
1-Bedroom/ 1 Bath 8556 s f. (Approx)
2-Bedroom/ 1 Bath 765 s f. (Approx)
2-Bedroom/ 2 Bath 875 s {Approx.)
Total 236,085 Excluding Common Areas
Resident Facilities
Leasing office/ciubhouse; 2 laundry rooms; sport court;
2 playgrouns; 2 outdoor pocls and spas; metal carporis.
Sources and Uses of Funds
Sources Tolal Per Unit Per Sq. Ft,
Tax-exempt Bonds:} & 22,664,000 3 67,223 § 95 96
Faderal Tax Credit Equity:| $ 12,641,513 § 37512 & 5355
Seller Note:j § 2,000,000 § 5835 $ B 47
Deterred Daveloper Fee:| § 1,545 & 5 § 0.01
Total Sources of Funds:j § 37,297,058 § 110,674 8 157.98
Uses Total Per Unit Per Sq. Fi.
Purchase price:| § 27,500,000 & 81,602 3 116.48
Rehabilitation Costs:j § 5,239,642 % 15548 & 2219
Indirect Costs:| § 2,057,416 & 6,106 & B 71
Developer Fea] § 2,500,000 & 7418 & 10.59
Total Uses of Funds:| $ 37,297,058 $ 110,674 § 157.98
Management - Operations
Developer:|Wasatch Advantage Group, LLC
Proparty Management Company: [FPI Management inc.
Operations Budget:| & 1,174,388 $ 3,485 {Stabilized, excl taxes and reserves)
Replacement Reserves:} § 84,250 § 250 (Set-aside per year)
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RESOLUTION NO. 2006 -

Adopted by the Housing Authority of the City of Sacramento

AUTHORIZING THE 1ISSUANCE, EXECUTION AND DELIVERY OF
MULTIFAMILY HOUSING REVENUE BONDS, AUTHORIZING THE
EXECUTION AND DELIVERY OF A MASTER PLEDGE AND
ASSIGNMENT, A MASTER AGENCY AGREEMENT, A REGULATORY
AGREEMENT AND DECLARATION OF RESTRICTIVE COVENANTS
AND OTHER DOCUMENTS RELATING THERETO; AND APPROVING
OTHER ACTIONS AND MATTERS RELATING THERETO
(POINTE NATOMAS APARTMENTS)

BACKGROUND

A,

The Housing Authority of the City of Sacramento (the "Authority”) is authorized
pursuant to Chapter 1 of Part 2 of Division 24 of the California Health and Safety
Code (the “Act”) to issue revenue bonds and make loans for the purpose of
financing multifamily rental housing projects to be occupied in whole or in part by
persons of low and very low income; and

Pointe Natomas Apartments, L.P., a California limited partnership (the
“Borrower"), has requested the Authority to issue revenue bonds designated as
the Housing Authority of the City of Sacramento Mulifamily Housing Revenue
Bonds (Pointe Natomas Apart-ments) 2006 Issue K (the “Bonds”) and to loan the
proceeds from the sale thereof to the Borrower to finance the acquisition,
rehabilitation and development of a 337-unit muitifamily rental housing
development located in the City of Sacramento, California and commonly known
as the Pointe Natomas Apartments (the "Project”); and

On March 14, 2008, the City Council of the City of Sacramento held public
hearings on the proposed issuance of the Bonds, as required under the Internal
Revenue Code of 1986, following published notice of such hearings and following
such public hearings approved the issuance of the Bonds; and

The Authority hereby finds and declares that this resolution is being adopted
pursuant to the powers granted by the Act; and

All conditions, things and acts required to exist, to have happened and to have
been performed precedent to and in connection with the issuance of the Bonds
as contemplated by this resolution and the documents referred to herein will
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;



BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE HOUSING
AUTHORITY OF THE CITY OF SACRAMENTO RESOLVES AS FOLLOWS:

Section 1.  The Authority hereby finds and declares that the above recitals are true
and correct.

Section 2.  Pursuant to the Act and the Pledge and Assignment (as defined below),
the issuance of the Bonds, in an aggregate principal amount not to exceed

$22 654,000, is hereby authorized. The Chairperson or Executive Director of the
Authority, or their designee (the “Authorized Officer”), each acting alone, are hereby
authorized and directed to execute the Bonds for and in behalf of the Authority by
manual or facsimile signature, in the form set forth in the Pledge and Assignment
(defined below), with such changes, deletions and insertions as may be approved by
such Authorized Officers and legal counsel to the Authority, such approvals being
conclusively evidenced by the execution and delivery thereof, and the Clerk of the
Sacramento Housing and Redevelopment Agency or her designee (the “Clerk”) is
hereby authorized and directed to attest the Bonds in said form and otherwise in
accordance with the Pledge and Assignment.

Section 3.  The Master Pledge and Assignment by and among the Authority, Citicorp
North America, inc., as Agent, and Citicorp North America, Inc., as Holder (the “Pledge
and Assignment”), in the form on file with the Clerk, is hereby approved. The
Authorized Officers, each acting alone, are hereby authorized for and in behalf of the
Authority to execute and deliver the Pledge and Assignment with such changes,
additions or deletions as may be approved by such Authorized Officer and legal counsel
to the Authority, such approvals to be conclusively evidenced by the execution and
delivery thereof.

Section4. The Master Agency Agreement by and among the Authority and Citicorp
North America, Inc., as Agent (the “Agency Agreement”}, in the form on file with the
Clerk, is hereby approved. The Authorized Officers, each acting alone, are hereby
authorized for and in behalf of the Authority to execute and deliver the Agency
Agreement with such changes, additions and deletions as may be approved by such
Authorized Officer and legal counsel to the Authority, such approvals to be conclusively
evidenced by the execution and delivery thereof.

Section 5. The Regulatory Agreement and Declaration of Restrictive Covenants by
and between the Authority and the Borrower (the “Regulatory Agreement’), in the form
on file with the Clerk, is hereby approved. The Authorized Officers, each acting alone,
are hereby authorized for and in behalif of the Authority to execute and deliver the
Regulatory Agreement with such changes, additions or deletions as may be approved
by such Authorized Officer and legal counsel to the Authority, such approvals to he
conclusively evidenced by the execution and delivery thereof.

10



Section6. The Bonds, when executed, shall be delivered to Citicorp North America,
Inc., as the initial holder thereof, upon the funding of the Loan (as defined in the Pledge
and Assignment) with the purchase price for the Bonds.

Section 7.  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 proper officers of the Authority, including the Authorized Officers, are
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 any and ali certificates,
agreements and other documents, which they, or any of them, may deem necessary or
advisable in order to consummate the lawful issuance and delivery of the Bonds in
accordance with this Resolution, including but not limited to those certificates,
agreements and other documents described in the Pledge and Assignment, the Agency
Agreement, the Regulatory Agreement, and other documents herein approved.

Section 8.  This Resolution shall take effect immediately upon its adoption.
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