PUBLIC HOUSING AGENCY OF THE CITY OF SAINT PAUL

REPORT TO COMMISSIONERS FROM JON M. GUTZMANN
EXECUTIVE DIRECTOR

REGARDING Application for HUD’s Rental Assistance DATE August 23, 2017
Demonstration (RAD) Program,
Asset Management Project (AMP) No. §;

Mt. Airy Homes and Hi-Rise, Valley Hi-Rise
Agency Plan Amendment

Staff requests Board approval of Resolution No. 17-8/23-05 to submit an application to HUD
under the Rental Assistance Demonstration (RAD) program for Mt. Airy Homes and Hi-Rise and
Valley Hi-Rise (AMP 5, HUD Project No. MN0O01000005), requesting approval to convert that
property from its current status as Low Income Public Housing to project-based Section 8
funding, either as a “Project-Based Voucher” (PBV) project or a “Project-Based Rental
Assistance” (PBRA) project. The attached resolution also amends the Agency Plan to describe

the proposed RAD conversion.

This is one of a series of eight proposed requests for RAD conversions, which together would
constitute a “portfolio-wide” conversion including all of the PHA’s the sixteen hi-rises and four
family housing developments, a total of 3,852! public housing units. The PHA’s 418 scattered
site homes are not part of these RAD applications. The highlights of the proposed conversion are
explained below and the details are shown on the attachments, which are as follows:

1. Financial Analysis

2. Resident Comments

3. RAD Application

4, Board Resolution with attached HUD Certification (to be signed by the Executive
Director and submitted as part of the RAD Application)

"'The previous total of 3,856 public housing units proposed for conversion to RAD will decrease by one when two
zero-bedroom (efficiency) apartments at Valley Hi-Rise are converted to a single one-bedroom unit. Three “Special
Purpose Units” are also subfracted from the RAD conversion total (2 ALP offices at Hamline Hi-Rise and one ASI
office at Valley Hi-Rise,) They will be accounted for separately.

VI.B.5.
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5. Statement of PHA Capacity to Administer a PBV Project
6. Financing “Letter of Interest/Intent” (to be submitted as part of the RAD Application)

Financial Analysis. The required RAD financial analysis shows that this project, AMP 5

Mt. Airy Homes and Hi-Rise and Valley Hi-Rise, would not sustain itself after conversion
without some outside financing. That is, the projected revenues would not cover operating costs
and capital needs, using HUD’s formulas. Therefore staff and our consultant drafted the RAD
application for this project to include approximately $17.6 million from outside financing, as
shown below. No further details are required to be submitted to HUD at this stage. Staff and the
consultants will present the preposed financing plan for Board consideration at a future meeting.
As explained below, when HUD accepts the RAD application and issues a “Commitment to Enter
into a Housing Assistance Payments Contract” (“CHAP”), the PHA will have six months to
submit a Financing Plan that provides more details on operating revenues and expenses and
capital needs over the (initial) 20 year RAD period.  Here are the significant numbers for this

project for Year I:

Line # |Mt. Alry Homes and Hi-Rise, Valley Hi-Rise AMP 5
1 Total Units 612
2 Total Income | S 5,697,836
3 Total Operating Expenses $ 4,171,228
4 Annual Reserve Deposit N 276,269
5 Total Expenses $ 4,447,497
6 Net Operating Income “ $ 1,250,339
7 Immediate Capital Needs 3 13,225,481
Other Development Expenses -3 6,815,990

9 Initial Déposit to Replacement Reserve -
10 Funding Source - Remaining Capital Funds |$ 1,920,671
11 Funding Scurce - FHLBDM Grant S 500,000
12 Funding Source - First Mortgage S 17,650,800
13 Net Overage/(Shortfall) - Year 1 S 1,250,335
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As discussed with the Board at the June 28, 2017 business meeting and other meetings, a RAD
conversion would provide greater assurance of long-term funding stability while preserving deep
rental subsidies for residents/participants. A RAD conversion to PBV replaces the current public
housing Annual Contributions Contract (ACC) between HUD and the PHA with a new ACC that
commits HUD to provide project-based Section 8 subsidies for a 20-year period. A RAD
conversion to PBRA would substitute a Housing Assistance Payments (HAP) contract in place of
the cutrent public housing funding structure. In either case, a single Section 8 project-based
subsidy would replace the two public housing subsidies (Capital Fund and Operating Fund) that
rely on separate appropriations by Congress. Although both the Section 8 subsidies and the
public housing funds must be appropriated annually by Congress, historically the Section 8
subsidy has been stable and consistently increasing from year to year, whereas the public housing
funding has been far more volatile. A RAD PBRA HAP contract provides an annual contract
amount with annual adjustments for inflation. A RAD ACC for PBV allows annual increases in

the contract rents for inflation.

As discussed at the Board meetings on April 26, May 24 and June 28, 2017, staff submitted a
“Letter of Interest” to HUD on April 20, 2017 to secure a place on the RAD waiting list. When
this report was written HUD had not invited the PHA (or any other agencies on the waiting list, to
our knowledge) to submit a RAD application, Nevertheless, staff and our consultants believe it is
prudent to submit our RAD applications now, in the hope of receiving faster HUD approval for

the conversions.

Resident Consultation; Public Hearing, With the Board’s June 281 approval to begin
consultations with residents, staff scheduled a series of 23 meetings over a two week period in

July, followed by another meeting on July 25 with the Resident Advisory Board (RAB). Separate
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meetings were held at the Mt. Airy Homes Community Center, Mt. Airy and Valley Hi-Rises and
staff recorded the residents’ comments. The comments and staff’s responses are attached and
they will be included with the RAD application. A combined public hearing and RAB meeting
was held on August 15, after public announcements were published on June 29 and July 27 and

posted on the PHA’s website.

RAD Application. The RAD application for this project is attached, consisting of 10 pages. The
application was drafted by the PHA’s “RAD Application Specialist” consultant, Jaime Bordenave
of The Communities Group (TCG), using data provided by PHA staff. As explained in a report
for the July 26, 2017 Board meeting, TCG has worked with over 117 PHAs and assisted with the

successful applications covering over 37,000 RAD units to date.

Board Resolution. The attached Board resolution authorizes the Executive Director to execute

the Board Approval Form (also attached) which must accompany the RAD application.

Statement of PHA Capacity to Administer a PBV Project. This statement is required to be
submitted with a RAD application that requests conversion to project-based vouchers (PBV).
This PIIA has proved its capacity by successfully administering a PBV program since 2000,

which now includes 515 housing units in 24 different projects,

PBV or PBRA? Staff have been carefully studying the advantages and disadvantages of the two
models of project-based Section 8 funding, PBRA (Project-Based Rental Assistance) and PBV
(Project-Based Vouchers). We are talking with our consultants and asking other PHAs about
their experience after converting public housing to either form of Section 8 project-based subsidy
under RAD. Although preliminary analysis suggested that PBRA (Project-Based Rental

Assistance) seemed to be more advantageous, further research has revealed some setious
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drawbacks. As this report was written the PBV model appeared to be superior for this PHA, so
staff proposes to request PBV conversions in the RAD applications. However, that choice is not
“locked in” with the submission of the RAD applications. Staff will continue comparing PBRA
and PBV over the coming weeks and present a full analysis and recommendation at the

September 27, 2017 Board meeting,

Financing “Letter of Interest/Intent” (to be submitted as part of the RAD Application).
This is a required attachment to a RAD application that includes financing, to demonstrate that
the proposed conversion project could qualify for a loan. The PHA is not required to commit to

borrowing from the lender that provides the letter.

As discussed previously, the timeline for a RAD conversion is Jong and somewhat uncertain.
Here are the major milestones:

¢ HUD Invitation and Submission of Application. After HUD invites a PHA on the
waiting list to submit a RAD application, the PHA must do so within 60 days, or be
moved to the bottom of the RAD waiting list. (Staff is recommending submitting RAD
applications without waiting for a HUD invitation, so HUD will be able to begin
processing the applications promptly after issuing the formal invitation.)

¢ HUD has 60 days to process each application. HUD must approve or deny the PHA’s
RAD application(s) within 60 days after receiving it.

¢+ CHAP (Commitment to Enter into a Housing Assistance Payments Contract). If
HUD approves a RAD application, it issues a CHAP to the PHA.

¢ The PHA has six months after receiving the CHAP to submit its Financing Plan.
Within that six months specific tasks must be completed, including:
o Environmental Review
o Capital Needs Assessment (CNA) by a third party
o Financing Letters of Agreement, for a project that will require outside financing.

e HUD issues a “RAD Conversion Commitment” (RCC) after approving the Financing
Plan.

« The PHA has 30 days to execute the RAD Conversion Agreement after receiving the
RCC. As discussed previously, the PHA can “walk away” from the RAD conversion at
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any time before executing the agreement. Once it is executed, the agreement is binding
on the PHA and HUD for 15 or 20 years {depending on the contract term agreed upon by
the parties).

With the Board’s approval of this recommendation, staff will submit the RAD application for this

project to HUD.
IMG/AJH/FAH
Attachments:
1. Financial Analysis
2. Resident Comments
3. RAD Application
4. Board Resolution with attached IIUD Certification (to be signed by the Executive

W

Director and submitted as part of the RAD Application)
Statement of PHA Capacity to Administer a PBV Project
Financing Letter of Interest/Intent




RAD APPLICATION SUMMARY
Total Units

Rental Revenue

Vacancy/Bad Debt

Other Income

Total Operating Income

Operating Expenses
Annual Replacement Reserve Deposit

Total Operating Expenses
Net Operating Income/(Loss)
Immediate Capital Needs

Other Development Expenses
Initial Deposit to Replacement Reserve

Funding Source - Remaining Capital Funds

Funding Source - FHLBDM Grant
Funding Source - First Mortgage

Net Overage/(Shortfall} - Year 1

Apptlication Summary

AMP 5
612

5,148,804
(257,440)
806,472

5,697,836

4,171,228
276,269

4,447,497

1,250,339

13,255,481
6,815,950

1,920,671
500,000
17,650,800

1,250,339




RAD Meeting Notes: Resident Comments and PHA Responses
July 11, 2017, 6:00 p.m.
Mt. Airy Community Center

AMP 5

Recorder: Stephanie Long & Wayne Lundeen

PHA Staff Present: Jon Gutzmann, Executive Director; Jordan LaSota, Project Leader; Stephanie Long,
Housing Manager; and Wayne Lundeen, Human Services Coordinator.

Commissicner: Irina Rutz
Presenters: Jon Gutzmann with occasional assistance from lordan LaSata

Interpreters provided: Karen, Hmong, Somali, Oromo, and Amharic. Interpretation available but not
used: Vietnamese and Spanish

70-80 residents present: 24 Hmong, 24 Karen, Somali, Oromo, Ahmeric, & English Speakers. There was a
miscommunication about the sign-in sheet and, as a result, only about 1/3 of the residents signed in.

Questions asked:

1. Q Would existing tenants qualify for a Section 8 voucher?

A: Yes, existing tenants would need to wait 2 years after RAD conversion to be eligible.
2. How does this affect Flat Rent?

A Jon affirmed that this would be a small group {5% of tenants). If rent increased by 10%,

or more than $25 a month, then the increase would be phased in over 3 to b years.

3.Q Will rent increase and decrease the same under RAD as our current policy?
A Yes. It will stay the same as now. If a household reports an income increase, rent will be
adjusted and may increase. If the household reports a decrease in income, rent will also
decrease.
4.Q: If anything in a unit needs to be repaired will the procedure change and will residents
have to pay for the repair?
A: It was reiterated that the maintenance procedures to make repairs and the process of |

charging would not change. Stephanie explained the current procedure.

5 Q Will rent change?

A Rent will remain income based. Jon returned to the PowerPoint slides that showed in
the example where pre and post RAD the tenant’s contribution remained the same —
based on income. It was reiterated that for residents who pay flat rent, if rent increased
10%, or more than $25 a month, then the increase would be phased in over 3 to 5 years.

6 Q What is the $296 tenant rent discussed in the presentation?
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A:

This is the average amount of rent paid across all of the 4,300 units in PHA per month.
This is not what each resident pays, it the average amount combined.

How leng will the RAD conversion take?

A recommendation to apply for RAD will be made to the PHA Board this August. When
approved, PHA would submit an application to HUD thereafter. HUD can take 3 months
to a year to respond/approve.

Would existing tenants qualify for a Section 8 voucher?
Every existing tenant would need to wait 2 years after RAD conversion to be eligible for a
Section 8 voucher,

Who can qualify for a Section 8 voucher under RAD?
Households & individuals who have been under the RAD program for 2 years and who
meet the other criteria for the program.
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RAD Meeting Notes: Resident Comments and PHA Responses
July 12, 2017, 3:00 p.m.
Mt. Airy Community Center

AMP 5

Recorder: Stephanie Long & Wayne Lundeen

PHA Staff Present: Al Hester, Housing Policy Director; Jordan LaSota, Project Leader; Stephanie Long,
Housing Manager; and Wayne Lundeen, Human Services Coordinator.

Presenters: Jordan LaSota with occasional assistance from Al Hester

Interpreters provided: Karen, Hmong, and Somali. Interpretation available but not used: Vietnamese,
Spanish, and Qromo, and Amharic

15 residents present
Questions asked:

1. Q: Whatis the difference between RAD, PHA, & other subsidized housing?

A: Public Housing is the current model here and the reimbursement has decrease by 35% over
the last 20 years. Section 8 is not site based, and has the one HAP reimbursement that has
remained stable. Under RAD, public housing units would be reimbursed like Section 8
properties.

2. Q: Canyou apply for a Section 8 house?

A: Currently the Section 8 waiting list is closed and has been for two years. When the waiting
list was last opened, 12,000 applicants were received in one week. The list was pared down
to a manageable number of 3,500 using a computer program. The waiting list will likely
open up again in 2 to 3 years,

3. Q: Willl have an opportunity to apply for Section 87
A: Not now. But when the waiting list opens, yes.

4. Q: Are the rules the same across public housing sites in Minnesota?
A: Yes, the majority are the same since HUD sets the guidelines. There are some areas that
may differ.

5. Q: Do residents need to fill out any applications for RAD?
A: No. PHA will submit an application to HUD for RAD.
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RAD Meeting Notes: Resident Comments and PHA Responses
July 14, 2017, 10:00 a.m.
Valley Hi-Rise
AMP 5

Recorder: Paul Jaeger

PHA Staff Present: Patty Minehan, Human Services Coordinator; Paul Jaeger, Assistant Housing
Manager; Charisse Brown, Asst. Principal Housing Manager; Jordan LaSota, Project Leader; Louise Seeba,
General Counsel; Ka Yang, Project Technician; Steve Ahner, Project Leader; Tim Braun, Construction
Program Manager; Dominic Mitchell, Section 8 Programs Manager

Presenters: Louise Seeba
Interpreters provided: Hmong, Amharic, Somali, Karen

24 residents present

Questions asked:

1. Q: Will we still have a Resident Council?
A: Yes. The PHA will continue to support the Resident Councils.

2. Q: Can we stay here at Valley?
A: Yes. You will be able to stay as long as you continue to be lease compliant. You not be forced
to move as a result of RAD.

3. Q: Are you going to use the money to fix our windows?
A: The PHA is always looking at ways to get funds to maintain and improve our properties. At
this time, completion of the Valley renovation plumbing project is a priority. As funds become
available for capital improvement, additional projects will be addressed. RAD may be a way to
create those funds.

4, Q: Will the whole building be Section 8?
A: Section 8 is an entirely different program that the PHA administers. However, the PHA is
contemplating a RAD conversion of the entire PHA portfolio of hi-rises and family developments
(including this site).

5. Q: If the change takes place, can | move to a different city?
A: Depending on the program you would need to wait one or two years to be eligible and only if
a voucher is available.

6. Q: Willyou re-define what is Section 8 and RAD?

A: RAD locks in the current level of project subsidies in a Section 8 “Housing Assistance Payments”
(HAP) contract with built-in annual increases that would address inflation. Units are managed and
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operated under the Section 8 regulations.  RAD replaces the HUD “Deed of Trust” with a RAD “Use
Agreement” 5o the PHA can borrow against the property to fund renovations if necessary.
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RAD Meeting Notes: Resident Comments and PHA Responses
July 18,2017, 3:00 p.m.
Mit. Airy Hi-Rise
AMP 5

Recorder: Stephanie Long

PHA Staff Present: Louise Seeba, PHA General Counsel; BettyLou Authier, Maintenance Director; Ron
Moen, Finance Director; Tim Angaran, Assistant Maintenance Director; Jordan LaSota, Project Leader;
Larry Gurtin, Project Leader; Vanessa Austin, Administrative Support Technician; Tony Swanson,
Maintenance Supervisor; Robert Sherry, Maintenance Manager; Stephanie Long, Housing Manager; and
Hlee Lee, Assistant Housing Manager.

Presenters: Louise Seeba with occasional assistance from Ron Moen.

Interpreters provided: Hmong, Somali, ASL, Cambodian, and Amharic. Interpretation available but not
used: Mandarin Chinese, Oromo, and Spanish

50 residents present

Questions asked:
1. Q: Will PHA borrow against properties for funding?
A: Most likely no, RAD would stabilize funding for several years.
2.Q: will this information be presented at the next RAB meeting?
A Yes, this information will be discussed at the RAB meeting scheduled for August 15.
3.Q Will the cost of resident utilities increase?
A No, utilities would stay the same under RAD.
4.Q; What is the timeframe for the program?
A PHA would seek Board approval in August 2017 and, with Board approval, PHA would

then submit an application for RAD to HUD. Anticipated timeframe for HUD approval
couid be up to 18 months.

5. Q Will PHA still own the property or would the property become RAD?
A Properties would still be PHA owned.
6. Q Will | have to apply for Section 87
A No. You could be eligible for a Section 8 voucher under the RAD program after one or

two years following conversion and signing a new lease.

7.Q: What does RAD stand for?
Al Rental Assistance Demonstration.
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8. Q What is going to change with the lease?

A There will be a new lease signed. We are unsure of what the lease will look like at this
time but we understand that the important protections to residents are part of the new
leases and what matters to residents should not change

9.Q: What will change?

A PHA will receive funding under HUD's Section 8 program as opposed to the current Low
Income Public Housing program, and therefore be able to improve and maintain its
properties with more stable funding.

10. Q: Will PHA privatize?
A: No, the RAD program moves PHA in the opposite direction of privatization.
11. Q: is the approval of the RAD application by HUD dependent on Congress?
A No, HUD has its own criteria for the RAD program.
12.Q: What would be the borrowing sources for the PHA under RAD?
A There could be a variety of sources available.
13.Q: How is PHA selecting units to convert to RAD?
A The application to HUD will include all 3,856 units in the hi-rises and family sites. PHA
may prioritize sites, but in the end, all of those sites could be under RAD.
14. Q: PHA provided a handhook for public housing. Will residents get a handbook for Section
8 under RAD?
A Yes.




Rental Assistance Demonstration (RAD) U.S. Department of HUD, Form HUD-5260

Public Housing Program Application Office of Public Housing, Office of Multifamily Housing
Revision 1.01; 10/02/12 OMB Approval Number 2577-0278 (Issue date 9/21/12) (Expires 9/30/15

There are several explanation boxes that extend the full width of this form. Increase or decrease the height of the box as needed (click to the le
on the horizontal line below the row number, then drag the line up or down as needed),

Enter the PIC Development Number and Name.

MNOO1000005" = it MOUNT AIRY

Development Number Name of Development

Public Housing Agency of the City of St Paul 062643556

Public Housing Agency (PHA) Name Data Universal Numbering System (DUNS) #

Jon M. Gutzmann 6512985664 Jon Gutzmann(dstpha.org
Executive Director Telephone Number Email

Enter the requested contact information and complete the below questions regarding the project.

Angela Holm Assistant Confroller 1651/292:6159 - - angelaholm@stphaorg
PHA Contact Name Title Telephone Number Email

Type of Conversion:  PBV.(Project Based Vouchers) =

Is this Project an existing Mixed Finance Project? No The formulaic resulf from FASS data
Is this Project an existing Mixed Finance Project? “No o Corrected PHA entry (if applicable)
Are you requesting the Choice-Mobility Exemption for this project? “No.io

Review the below table of project unit counts, by bedroom size, per the PIC data extract as of 09/13/12

Average
PIC Bedroom Disfribution Bedroom
0-BR I-BR 2-BR 3-BR 4-Bit 5-BR 6-BR Tofal Unjts | per Unit
23 233 111 172 50 20 0 609 2.09
Is the above PIC information correct? -~ No Enter correcied information below
Average
Actual Bedroom Distribution (PIC corrected) Bedroom
Q-BR ]l I-BR _ 2-BR. _ 3-BR _ 4-BIR _ _ S-BR _E—BR_ Total Units | per Unit
23 234 ST pieosgi ) e i g ] 610 2.00

Enter the date corrected or PIC ticket created (MM/DD/YYYY)  12/31/2014
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Proposed Post-RAD-Conversion Unit Distribution, Below, show the mix of units that you have proposed to convert,
as well as other dwelling units at the project

0-BR i-BR 2-BR 3-BR 4-BR 5-BR 6-BR Total Units
Units Converting B e B e R T e D e e R R s e T 609
Market Rate I L e e e Fee o [ene 0
Other Affordable R S P R e e R 0
Tolal 21 235 11 172 50 20 0 609

Please confivi bedroom type conversions, as the subisdy amount for the properiy cannof be increased in a reconfiguration,
For units converting under RAD, enter the current utility allowances and estimated reasonable rent determinations for
each unit type.

0BR [ TBR [ 2BR [ 38R T 4BR [ SBR T 6BR
Utility Allowatces g0 g0 gt ] UBI6L s 9203 ] 828 ]
Reasonable Rents 519 o gena g s a1 081,168 81,354 [

The table below compares the current total public housing units, the number proposed for conversion, the number
proposed to be reduced, and the applicable de minimis threshold. Indicate the number of reductions by category in the
rows that follow, along with an explanation in the accompanying text box.

Current Public Total Units Proposed| Units Proposed to be inifs above the de
Housing Units for Conversion Reduced de minimis threshkold| minimis threshold
610 609 1 31 0

A within de minimis reduction in numiber of assisted nitits is proposed, No further explunation is required.

Units have already received Section 18 Demolition-Disposition approval from HUD
1. Reconfiguring efficiency apartments
L Facilitating social service delivery
Units vacant for more than 24 months
L Partial conversion
1 Total

In October 2017, as part of a renovation, two OBR units are being converted into a single 1BRunit, -~
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Enter below information on the project's existing indebtedness, if appl1cable

Energy Performance Contract (EPC) L Per Unit 50
Capital Fund Financing Program (CFFP) T Per Unit $0
Other State Loan, due 2044, noti-amort. .~ .~ -$360,000 - Per Unit $591
Other D T T Per Unit $0
Other T B e B S E PSP Per Unit $0
Total $360,000 Per Unit $591

Enter the most recent estimate of capital needs for the project, broken down by Immediate, Short-term, and Long-term
needs. If these break-downs are not available, provide reasonable estimates.

Capital Needs: |
What are your capital needs?

Year 1 (Immediate) $13,255 481 Per Unit $21,766
Years 2-5 (Short-term) R0 Per Unit $0
Years 6-20 (Long-term) $_5,249,113 Per Unit $8,619

Please explain how you have arrived at these estimates.

comp]eted or addmonal 1tems 1dentiﬁed aﬁer these studlcs Adjustments wﬂl he made aﬁer c-CNAs are compieted i

The authonty consolidated energy audit rcpons and varigus other. engineering Teporis conducted in recent years and updated to reﬂect wark _-_:_;

Replacement Reserve Funding
Enter the Initial Deposit and Annual Deposit to replacement reserves below.

Formula Amount Your Proposal
Initial Deposit to Repl. Reserve (IDRR) $0 e
Annual Deposit to Repl. Reserve (ADRR) $276,269 8276269

Enter vacancy and bad debt data for the proposed conversion.

3 Yr Historical Avg Proposed
Vacancy Rate (%) 0.05% - 3.00%
Skip; no explanation necessary R A TR R
Bad Debt Rate (%) _ 0.13% S 200%
Skip; no explanation necessary R T R
Page 3 of 10
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Tn addition to units that will be included under the HAP contract, enter other rent potential, vacancy loss, and bad debt
loss for the proposed conversion.

Type of Add'l Gross Potential Rent Annual GPR Vacancy Loss % Bad Debt Loss %

Market rate apartments
Other affordable apartments
Office space

Retail space

Enter other income for the planned project.

Annual
Late / NSF charges i $399,036 RENT BUNDL_LN_G :_I'ansfer from AMP-S_ :
Damage charges ';i BRI I X _
Laundry / Vending B $]8,56(] ~ Tar 2018 Budget—-Lauﬁdry and ali other R B
Adjust Rents to 2017 § $349 486_. s :  Based on 2014 Contract Rents +0CAFs for 2015 2016 2017 RRRRI e
Bxcess Utilities Relmb - $12,910 To be added to.contract rents = RS
All'Other &0 CU$35,990 All Other Expenses per 2018 budget:'.‘ :
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Are you proposing the conversion in conjunction with new construction? S N
Enter the 'Latest Approved Operating Budget' for the curreni fiscal year and the proposed conversion 0[)emfmg Expenses. An
explanation is required if any line item is entered below 85% af the Intest approved operafing budget,
Latest Approved
Operating Budget Proposed
Administrative _ $1,223,998 . $1,162,798
Asset Management Fee S g
Explanation -+ 070 T
Tenant Services o i -$133,052 Ll e $133,052
Explanation - T I T T
Utility Expense _ §820,800 o $697,680
Explanation « - T T
Ordinary Maint and Ops $1470,280 . §1,249,738
Explanation T T R L e
Protective Services 897110 - -$97,110
Explanation - - SR T B R
Real Estate Taxes CUS114,460 0 - $114,460
Explanation 7 T R S
Property Insurance _ §154970. 0 §154.970 0 -
Explanation -+ I R T e
Liability Insurance 80 g0
Included above. - T L T T T
Other General Expenses O §623800 . 561,420
Bxplanation oo T
Total Operating Expenses $4,638,470 $4,171,228
3 Year Historical Expenses: No New Construction: Provide Historical Operating Expenses
1900 AFS 2010 ATS 2011 AL'S
$3,999,108 54,391,048 $4,383,096
PHA Corrected 3 Year Historical Expenses:
_ 2009 AFS 2010 AFS 2011 AFS _ 3 Year Average |
84,523,300 0 54,688,255 CUS4,647,330 0 $4,619,658 |
|
New Construction : Section Not Applicable. No explanatton is quuned }
3- Yedr Hlstoncal mcludes 2014, 20i5 and 2016 : : |
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Presented below is a summary calculation of the proposed project's Net Operating Income. Before proceeding, review
and make any necessary changes in the applicable section of the application.
Apartment Gross Potential Rent:
RAD Units $5,123,844 609 Units $8.414 per unit annual
Market Rate Units $0 0 Units $0 per unit annual
Other Affordable Units $0 0 Units $0 per unit annual
Office / Retail GPR $0
Vacancy and Bad Debt Loss {$256,192) 5.0% weighted average
Other Income $815,982
Effective Gross Income $5,683,634
Total Operating Expenses ($4,171,228) $6,849 PUPA
Annual Reserve Deposit ($276.269) $454 PUPA
Net Operating Income $1,236,137

Are you proposing (o take out a first mortgage
loan for this project? e

|Enter the below information regarding the anticipated first mortgage loan.

Do you anticipate using FHA Insurance? “Yes

4 500%.
0.500% -
)

Interest Rate % per Year
Mortgage Insurance Premium %
Amortization Term

Maturity Term ) e

Debt Service Coverage Ratio e I Fpac
Maximum Supportable Mortgage Loan $17,475,000

Proposed Mortgage Loan Amount 817,410,000
Calculated Annual Debt Service $1,026,277

Enter uses of funds for the p oposed conversion.

Acquisition Costs

Building and Land Acquisition S0
Payoff Existing Loans $360,000
Other Costs e
Construction Costs $13,255,481
Relocation Costs  $425,600 .
Page 6 of 10
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Professional Fees
Architecture & Engineering
Physical Conditions Assesstnent
Borrower's Legal Counsel
Lender's Legal Counsel
Feasibility Studies
Environmental Reports
Appraisal / Market Study
Accounting
Survey

‘Other Costs

Loan Fees and Costs
FHA MIP
FHA Application Fee
FHA Inspection Fee
Financing Fee

- $397,664

L $17,500

TT$90,000

T $60,000

T80

T$3500

830,000

. $25,000 -

- $10300

50

3173880 -

C§182,555:

$543364

New First Morigage Loan

Public Housing Capital Funds
Replacement Housing Factor

Enter sources of funds for the proposed conversion.

Organizational Costs LS00
Title Insurance/Exam Fee TS 64
Recordation Fee U719
Closing Escrow Agent Fee CT$5,0000
Prepayment Penalty/Premium TS0
Payables 80
Construction Interest $786,375: 00
Construction Loan Fees U $132,555 0
Cost of Bond Issuance Rl R
Other Costs $0
Reserves
Initial Deposit to Replacement Reserve $0
Initial Operating Deficit Escrow T ar
Operating Reserve B $2 085 614 L
Tax and Insurance Escrow e e
Other Costs -. ._$0_ i
Developer Fees “$1,625,000 -
Total Development Cost $20,391.471

Other/Local AHP--Valley
Other/Local :

Total Sources of Funds
Sources and uses are in balance

$17,410,000
Public Housing Operating Reserves STt | R
82,128,471
Low Income Housing Tax Credit Equity - 4% .
Low Income Housing Tax Credit Equity - 9% S
Other/Local Forgiveable State Loans - $360,000 -
L ~ - $500,000.
$20,391,471
Pape 7 of 10
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LINTCs are nof proposed; skip fo Secfion 14

You are not proposing to , use LIHTCs. Sklp this section.
Do you have a LTHTC reservation? “No ' Complefe the rest of Section 13

Briefly discuss the application submission and approval timing that is provided under the current QAP. Please provide sufficient detail that
HUD can understand when you will submit an application, when you will be notified regarding selection, and when a LIHTC Reservation lettcy
would be issued to you.

Discussion of QAP timing ~ - -

RAD requires that you demonstrate recent success, internally or through development team pariners, in obtaining 9% LIHTCs. Below, briefly
discuss your capacity and experience in obtaining 9% LIHTCs from the relevant State allocatmg agcncy

Df:monstratlon of rccent success obtammg 9% LIHTCS

Do you have a letter from the credit-issuing authority as described in Section 1.9(B) of the RAD Notice?

Provide evidence that the applicant diligently altempted to secure such a leltcr
Eﬁ“ons to secure. ictter ﬁom credlt-lssumg authonty : i i

RAD requires that you attach a self-scored QAP application. Below, briefly discuss why you believe that a QAP application for the subject
project, at the indicated score, is likely to receive a 9% LIHTC award.

Likelihood of obfaining 9% LIHTCs = 0 o0

1) Do you want to designate this project as your PHA’s priority project?

No::2) Are you applying for a ranking factor for Choice Mobility? Skip to section Question 3

" (a) Are you receiving choice-mobility vouchers?
- (B) Are you providing choice-mobility vouchers?

‘No 3} Are you requesting the Ranking Factor for Green Building and Energy Efficiency?
DA e T TR T T
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Provide written responses in the grey highlighted rows below. Please limit each responses to 200 words.

Briefly describe the land, location / neighborhood, and physical plant for the project.

AMP § includes: Mt Airy Homes with 302 townhouse units, constructed in 1959 with later additions, ‘renovated betWeen 1994 and 1997, Mt
Alry Hi-Rise is a ten stories with 153 apartments constructed in 1959, renovated in 1989, Valley Hi-Rise is eleven stories with 159 apdrtmeuts
constructed in 1963, renovated in 1990, ‘Homes units fcature SEmi- prlvaie yards porehes and playground areas, with a Commumty Cenfer. -
Homes Hi-Rise features laundry facilities, a commumty TOOm and a ‘patio.aren. The building has fire atarm and sprmkler systems, emergeney
cali cords, and a securlty -controlled entry system Valley featuses Taundry Ffacilities, and a Commumty Reom. ' New fire alarm and sprmkler -
systeims have been installed. . Homes provides services for residents of all ages, mcludmg Head Starf; Early Chlldhood and F antily Educatmn
Boys and Girls Club; Yeuth Cennecnens Youth Care; Computer lab and other services and activitics. Mt. Anry Hi-Rise offers Food . :
Distribution for Seniors, Enghsh Language Learmng, and cemputcrs with mtemet access. - Valley assists persons w1th dlsabﬂmes wrth personaﬁ
care, meals and housekeepmg, as well as Senior Dining, recyclmg, emergency call cords, and seeur:ty eontrolled entry system All three snes
are near Regions Hospltal shoppmg, churches and baﬂkmg, bus routes and llght ra:i S : SN

Discuss any known environmental or building product risks such as lead based paint, asbestos, PCBs, flood zone status, aluminum wiring, and
fuel storage tanks {whetiter underground or above ground), along with associated remediation measures,

The City {Responsible Entity) has approved Catogorial Exclusion Determinations for all work proposed under STPHA's Capital Fund Program
5-Year Action Plan, | The PHA followed HUD envlromnental requzrements for afl new constriction. "The PHA has teated for lend-based paint.
Identified lead- based paint has either been reraoved or stabﬂized/repalred Stablhzed or: reparred iead based pamt is v1sually mspeeted armuallg
PHA staff routmely has éxperts test work surfaces and abate 1dennﬁed asbestos o1 PCBs prior to commencing repair or lmprovement work, N
PHA propertics are in flood zones. ‘PHA propertres have Hittle or no ahwninum electrical wiring.: PHA -hired licenses elecmexans wit] ldenufy
and use proper proeedures if aluminum wiring is encountered -PHA hi-nses have on-site emergeney generdtors ateach site, ‘which buen fuel oi
-which is slored in either underground or belly tanks under the generator. | PHA cngineers regnlarly test the level of ﬁre] oils and promptly hlre
testing companies if any | fuei oil leakagc is suspected All older underground steel fuei storage lanks have beeu removed and replaced w;th
ﬁbergiass tanks All leaks were properly abated S . : : S o A SO

Discuss any needed accessibility maodifications.

AlIPHA hi-rises, commumty centers and offices have been modified to allow code compliant handicapped aceess, Each of the PIA’S 16 1~
rises has a minimum of 5% of the dwellmg ynits that are handicapped aece551ble 5% of the 592 famliy units at McDonough Homes (AMP 1
and AMP 13 eembmed) are handleappcd aeeesslble -5% of the 320 family umts at Roosevelt Homes (AMP 4y are handicappéd 2 accessible, o
Additional handscapped units at the Mt, Arry ‘and Dunedin hi-nses meet the M, A1ry {part of AMP.5) and Dunedin (part of AMP 8) comemed
family and hi-rise site 5%; hand:eapped aceessrbrhty level. The PHA sets aside HUD Capltal Fund Program funds each year to aecomphsh

res;dem requested handrcapped aceessrbﬂrty requests 28 wcll as reqmred medlﬁcatmﬁs for the v1sua11y or. hearmg 1mpa1red -

Discuss any known market competitiveness issues, such as small unit sizes or limited on-site parking, and how the conversion plans fo address
these issues,

There are no known sighificant market eompetmvness issues, as reflecied in this AMP's combined vaeaney and collection Ioss of under 0.2%.
In eenjuncuon with the RAD e-PNA the authority's techmeal advxsors wﬂl study the market competltmn to determme whemer physwal ehange
are needed to mamtam thrs property‘s market posmon : . S i

Discuss any proposed relocation plans for the project.

‘The developer budget contains an allowance for refocation. At the appropriate time, management will cease lease-ups, to accumulate sufﬁcnem
vacant unils to serve as "hotel umts" s lhat rehah can be phased. ihe authorlty mlends fo. manage reloeatmn on-site to 1he max:mum extent
poss:ble S ! ; : o . : .

Discuss the capacity of the development feam to undertake the proposed conversion.
The authority’ s project-management, accounting, and in-house legal team have the experience necessary to carty out the conversjon, which is
debt only, and will be similar to the many rehab projects undertaken by the authority under the capital fund program. Also, STPHA has .
engagcd aRAD consultam for the mmal feasrbrhty, appllcatlon and start- up phases o suppicment the authenty s m-house RAD knowledge
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'Fhe Following Must Be Attached as Part of Your Electronic Application:

Yes Board Approval Form
Yes Evidence of PHA to Administer PBV Contracts

No Mixed-finance Affidavit

Yes Financing Letter of Interest/Intent for Lender(s) or Equity Investor(s)
No Financing Letter of Interest/Intent for 4% LIHTCs

No Financing Letter of Interest/Intent for 9% LIHTCs

No Choice-Mobility Letter Agreement

No 9% LIHTC Reservation Letter

No Letter from credit-issuing authority

No Self-Scored QAP Application for 9% LIHTCs

No QAP Timeline

Yes Resident Comments

The 3 attachments indicated 'Yes' above must be included in your elecironic application package. Incomplete application packages will be
rejected, and if you re-submit, your place on the waiting list will be based on the date of re-submission.

No changes were made to the PIC data
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PUBLIC HOUSING AGENCY OF THE CITY OF SAINT PAUL
RESOLUTION NO. 17-8/23-05

APPLICATION FOR RENTAL ASSISTANCE DEMONSTRATION (RAD) PROGRAM FOR
MT. AIRY HOMES AND HI-RISES, VALLEY HI-RISE, AMP 5; MN001000005; AGENCY
PLAN AMENDMENT

WHEREAS, the Public Housing Agency of the City of Saint Paul (PHA) administers 2 Low Income
Public Housing (L.IPH) program with a total of 4,274 units, which relies on federal funding in the
form of annual appropriations by Congress for both the Operating Fund and the Capital Fund, as
disbursed to the PHA by the U.S. Department of Housing & Urban Development (HUD); and

WHEREAS, for many years the Congressional appropriations for both the Operating Fund and the
Capital Fund have been insufficient to fully fund the reasonable and necessary expenses to administer
public housing, as established by HUD formulas and expert studies; and

WHEREAS, Congress has approved a Rental Assistance Demonstration (RAD) program that enables
public housing agencies to convert public housing projects to project-based Section 8 projects with
long term funding contracts; and

WHEREAS, PHA staff and expert consultants have carefully analyzed the Agency’s future funding
needs and prospects under LIPH and project-based Section 8 rent assistance under RAD, and found
that a RAD conversion would provide greater assurance of long-term funding stability while
preserving deep rental subsidies for residents/participants; and

WHEREAS, all of the 3,852 LIPH units in the PHA’s hi-rises and family housing developments,
excluding the 418 scattered site single family homes and duplexes in AMPs 7 and 8, could be
converted under RAD and achieve greater funding stability; and

WHEREAS, in July 2017 the PHA invited all residents of those units to attend one or more of 23
informational meetings about RAD, held at every hi-rise and family housing development; and an
additional meeting was held with the Resident Advisory Board (RAB) on July 25, 2017; and

WHEREAS, the PHA held a public hearing on August 15 on a proposed Agency Plan amendment on
RAD, after public announcements were published on June 29 and July 27 and posted on the PHA’s
website; and

WHEREAS, the Board of Commissioners finds that the proposed conversion to RAD is necessary
and appropriate to provide greater financial stability for the public housing units in the PHA’s hi-rises
and family housing developments, to best serve the needs of PHA residents;

NOW THEREFORE BE IT RESOLVED by the Board of Commissioners of the Public Housing
Agency of the City of Saint Paul as follows:

1. The RAD conversion application for this project, MN0O01000005, is approved as presented,

2. Staff is authorized to execute and submit ail required documents relating to this application,
including the attached Board Approval Form for RAD Applications;

3. The Agency Plan is amended accordingly.

4. Pursuant to HUD notice dated January 11, 1990, the PHA certifies that no employee is
serving in a variety of positions that will exceed 100 percent of his or her work time.




Attachment 1A; Board Approval Form

MNGD1000805

Units 613

Summary

Total tnits

Explanation for de minimis reduction

Reconliguring efficiency apartmenty

Proposed for Units Propased to de mintmis
Conversion be Reduced threshold
612 1 31

. Unit Count

PraFarmas
Sources of Funds

SAmGUAL
417,730,200

EPéy Unit:

News First Mortgage Loan $28,97
Public Housing Operating Reserves 50 ]
Public Housing Capital Funds 61,920,671 $3,138
Replacement Housing Facter S0 0|
Low income Housing Tax Credit Equity - 4% 50 $0
Low facome Housing Tax Credit Eguity - 9% S0 50
Forgiveable State Loans $360,000 4538
AHP--Valley $500,000 5817|
Other s0 $0
Total Sgurces of Funds 520,510,871 33,514

S Amaunt:

Acquisition Costs $360,000 5538
Construction Casts 513,255,481 $21,659]
Relocation Costs $425,600 $695
Professionat Fees 4633,964 $1,036
Loan Fees and Losts $2,005,812 $3,277
Raserves 42,085,614 $3,408
Developer Fees $1,665,000 $2,721

Tolal Uses of Funds $20,431,47% 433,385

Grass Potentiat Rents for RAD Units

35,148,804 58,413
Gross Potentizal Rents for Other Apartment Uniis 50 40
Gross Potential Rents for Commercial 50 N/A]
Vacancy Loss and Bad Debt Loss {$257,440) 5401
Cther Income $812,000 $1,327
Effective Gross Income 55,703,454 59,318
Tatal Operating Expenses (54,171,228} ($6,816)
Annual Deposit te Replacement Reserve ($276,269) {5451}
" Nol Operating tncame. §1,255,957 $2.052
First Mortgage Debt Service {$1,045,152) {54,708)
Operating Cash Flow $210,805 4344

PHA'S Explan f {0

manage relocation on-site to the maximum extont passibte.

4.500% + 0.500% MIP / 40.0 years

The: daveloper budget contains an allowance for relocatfon. At the appropriate ime, management will coase lease-ups, Lo accumulate sufficent vacant units to serve as “hotel units*, so that rekab can be phased. The autharity Intends ta

The autharity's project-management, accounting, and in-house fegal team ha
capltal fund pregram. Also, STPHA has engaged a RAD consuitant for the Tnitial feasibility, application and start-up phases, to supplement the authority's in-house RAD knowledge.

ve the experience necassary 1o carry ot the convarsien, whi

fs debl only, and wilt be simbar to the many rehab pri

ojects undertaken by the authorlty under the




Attachment 1A: Board Approval Form

2010 2011 Proposed

43,995,108 4,391,048 $4,383,096 34,257,751 $4,171,228

Average

3 Year Historical Average Comparison

HNao explanation necessary

after these studies. Adjusiments will be made after e-CHAS

The autharity consolidated energy audit reports and various other englneering reports conducted In recent years, and updated 1o reflact work comp
are completed.

s obtaining 9% 1IHTY

1 hereby certify to the following: {1) that { have the requisite avthority 1o execute this application on behalf of the owner; (2} that HUD can rely upon this certiflcation in evaiuating the Application, (3) that
{ acknowledge that | have read and understand PIH Notice 2012-32 {the "Notice"}, which describes the Renta Assistance Demonstration {RAD} {the "Program”), and agree to comply with all requirements
of the Program or Notice; {4) that all materfals submitted in association with the application are accurate, complete and nol miseading; {53 that the application meets &l applicable eligibility requiremenis
for the Program set forth in the Notice; {6) that the owner approves the ereation of a single-asset entity of the affected project if required by the lender to faciktate financing; (7} that, ¥ selected for award,
the awner will comply with the fair heusing and civil rights requirements at 24 CFR 5.105(a) {general requirements} and will affirmatively further fair housing; {8) that there are no debarments,
suspensians, or Limited Penlals of Participation in Federal programs ledged against the applicant, PHA Executive Director, Board members, or affillates; (9} that this Board Approval Form has been
approved by the Board of Commissloners on the date noted below; and [10] that, if selected for an award, the PHA will comply with ail provisions of HUD's Commitment to Enter into a HAP {CHAF), which
shall indicate the HUD-approved terms and canditions for canversion of assistance, or will indicate to HUD within 15 days thatitis refusing the terms of the CHAP and withdrawing from RAD participation.

Warning: HUD will prosecute False claims and statements. Convlction may result in criminal and/or civil penaliies (L8 LSC Sections 1061, 1610, 1032; 31 USC Sections 3729, 3862)

PHA Certification: By lon M. Gutzmann [Executive Director}

Aupust 23, 2017

Signature: Date:
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August 15, 2017

The Honorable Dr. Ben Carson, Secretary

U.S. Department of Housing and Urban Development
451 7" Street S.W.

Washington DC 20410

RE:  Public Housing Agency of the City of St. Paul, MNOO1
Evidence of Ability to Administer the Project-Based Voucher Program

Dear Secretary Carson:

Please accept this letter as evidence of the St, Paul Public Housing Agency’s ability to administer
Project-Based Voucher (PBV) contracts.

The PHA currently has an existing Housing Choice Voucher (HCV) program with 4,618 authorized
vouchers, of which 515 units are under contract and administered as PBV units. They are in 24
separate housing projects, both mixed-income properties and supportive housing projects

serving many different types of populations that require supportive services. The PHA executed our
first PBV contract in 2000 and the most recent in 2015,

We currently have experienced, certified staff and management in place who are skilled in all
aspects of administering PBV contracts. We anticipate that our Section 8 department would need
approximately eight more staff (one additional manager and seven line staff) to adequately
administer the additional 3,856 RAD-PBV vouchers requested under our portfolio-wide RAD
conversion. (Some or all of the new positions could be filled by shifting some staff from other
departments. )

If you need any additional information, please contact me at 651-292-6172 or
jon.gutzmann{@stpha.org, or Dominic Mitchell, the PHA’s Housing Choice Voucher/Section 8
Programs Manager at 651-292-6191 or dominic.mitchell@stpha.org .

Sincerely,

JoA Gutzma
xecutive Director

¥

JIMG/FAH

W. Andrew Boss Building ¢ 555 North Wabasha Street  Suite 400 » Saint Paul, Minnesota 55102-1
651-298-3664 » Fax 298-5666 oFPGRTURITY




Attachment 1B: Financing Letter of Interest/Intent

AMP Rot MANGH FOR005
Units 3

VIS Fhtg.
Solrces of Fundd

e v Ao Per Unit

Mew First Mortgaga Loan 417,730,200 $218,971
Public Howsing Dpersting gserves ] 54
Public Housing Capitat Fusde $1,920,673 43,138
Replacemenl Housing Facior 50 50
Low Income Housing Tax Credit Equily - 4% S0 SG
Lew Income Housing Tax Credit Equity - 9% 50 S0
Fargiveatde State Loans $366,000 5588
ARP--Vailoy $500,000 $817
Other 50 S0
Tatal Sources of Funds 520,550,871 $33554

sy of Funds : e - T T amount "L per Unit

arquisitian Costs S360.000 £584
Canstruction Costy $33.055.481 521,559
Ralocation Cadls 5373500 5635
Protessional Fees $633,964 $1.036
Loan Fees and Costs 52,005,812 $1,777
Reatives 52,085,614 53,408
Deyelaper Fees 51,665,000 $2.741
Total ises of Funds $20,431,471 $33,385

g

STabllizpaCach Haw Bi At

D 2 T IR Tolal PUPA
Grosg Polantia! Rents for RAD Units $5,148,804 58,413

Gross Poienids! Rents for Other Apariment Unils S0 S0
Gruss Patend k) Rents for Commercial SG MR
Vacaacy Loss and Bad Dbt Less {5257,440) -5621
Db Income £812,090 51,327
ertlve o $5,703,454 ."‘-“‘.“"5"9‘,'319
Talal Dperating Expentes ($4,171,224) {86,816)
Annual ftepost lo keplacerment Paserve {5176,269) {5451}
et Dperating Income T T s s 2052
flrst Morigage Debis Service 151,045,152} {51,708)

's-zié,'éléé”“"” 5344

w08 00

4,500% 1 D.500% MIP 400 years

1011

Average

Proposed

1 Year Historical Average Comparlsan
earHistor e Lompar 3,499,108 $4.331,048

$4,383,096

54,257,751

$4,171,228

No axplanstioe negessacy

nm

Difal! HEflaEeE € (331 Tis
The dulnerliy (onselidaigd ey AUGiTiepans 2nd various other enginearing 12parts eordudled
o6 campreted.

L and updated Lo setiect Wtk complated or 2

sdjusiments witthe made sher e-CHAS




Attachment 1B: Financing Letter of interest/intent

Wil

Stalement of tender / Equlty Frovider:

The project appears feasible fos AGM Finanddal 1o fund. Dur gencsal repayment terms and any coaditions are siated sbove and/of in the comment Hock belew. AGM Fpancial understands and
acknowiedges the RAD progsam requirernents and policles and agrees Lo cooperate with the applicate AAD processes, as appropriate. Thisletier of inferest/intent Is not a firm commitment. Fing
approval wil be conlingenl on the resuits of AGM Finandal due diligence process and approvais.

$tate any excepions or addiiona’ conditipas

AGHM Financiaf: by Margaret Allen (President] ?
[’

(A . - /{"’j

TLsi i =
. August 13,2017
p Date:

Signature:




