FISCAL IMPACT

The attached resolution would authorize the California Statewide Communities Development
Authority (“CSCDA”) to issue no more than $6,500,000 in tax-exempt housing revenue bonds as
authorized by Section 147(f) of the Internal Revenue Code. The proceeds of these bonds would be
used by the developer to acquire and rehabiitate the River Gardens Apartments on Briarwood.
These bonds would not be an obligation of the City, as repayment would be the sole responsibility
of the developer, using operating cash flow from the three properties.

The City will not lose any property tax revenue as a result of this action because the developer has
agreed to enter into a “Payment in lieu of Taxes” (“PILOT”) agreement for the property. The
developer has agreed to pay an amount equal to 1/8 of 1% of the assessed valuation of the property
each year in lieu of property taxes. Based on cutrent estimates of value, this would equal
approximately $1,900 per year; however, these estimates are based on current market value before
improvements. The payment may be paid annually or, pending further discussion with the
developer, the developer may pay the property tax payment up front in a lump-sum. A draft PILOT
agreement is attached. 1If authorized by the City Council, the City Manager will execute an
agreement in substantially the same form as shown.

DISCUSSION and BACKGROUND

“TEFRA” refers to the Tax Equity and Fiscal Responsibility Act of 1982, as amended by Section
147(F) of Internal Revenue Code in 1986. In part, TEFRA requires that before tax-exempt bonds
can be issued for a project, the local government having jurisdiction over the area in which the
project will be located must hold a public hearing and consent to the issuance of the bonds before
the developer can go to the next step in the application process for bond funding through the
California Debt Limit Allocation Committee (CDLAC). This public hearing is called a TEFRA
hearing to-distinguish it from entitlement hearings.

The City has received a request from the California Statewide Communities Development Authority
to conduct a TEFRA hearing for the issuance of tax-exempt revenue bonds in an aggregate amount
not to exceed $6.5 million on behalf of Highland Propetty Development LLC (the “Developer”).
The bond proceeds will be used for the acquisition and rehabilitation of the River Garden
Apartments on Briarwood. The City Council previously considered, and approved, this same
request in June 2008. However, the Developer was unable to obtain all necessary funding at that
time and is now pursuing the project again.

The River Gardens Apartments, with a total of 108 low-income units in 9 buildings, were originally
constructed using USDA Section 515 funds and other funds. These funds required that recorded
covenants limit the occupancy of these units to low- and very-low income residents. The covenants
on this property will expire in 2010 and, if no action is taken, the units could convert to market rate
apartments, eliminating their availability for low- and very-low income residents. However, because
tax-exempt bonds will be used for the proposed purchase and renovation of the project, new
covenants will be recorded restricting the tenants to low- and very-low income residents for an
additional 55 years.

In conversations with the Developer, they have indicated plans to renovate the property to improve
their appearance and functionality. Improvements may include, depending on the specific needs of
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Attachment 1

RESOLUTION NO.

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF ANDERSON
APPROVING THE ISSUANCE OF MULTIFAMILY HOUSING REVENUE
BONDS FOR THE PURPOSE OF FINANCING THE ACQUISITION AND
REHABILITATION OF THE RIVER GARDENS APARTMENTS

WHEREAS, the California Statewide Communities Development Authority (the
"Authority") is authorized by the laws of the State of California (the "Law") to execute and
deliver multifamily housing revenue obligations for the purpose of financing the acquisition,
construction/rehabilitation and development of multifamily residential rental facilities located
within the area of operation of the Authority which are to be occupied, in part, by very low and
low income tenants; and

WHEREAS, HPD Anderson LP, a California limited partnership, or another limited
partnership or other liability company to be formed by Highland Property Development LLC (the
"Borrower") has requested the Authority to issue and deliver multifamily housing revenue
obligations in the anticipated principal amount of $6,500,000 (the "Obligations"), the proceeds
of which may only be used for the purpose of financing the acquisition and rehabilitation of a
108-unit of multifamily residential rental facility commonly known as the River Gardens
Apartments located at 3195 Briarwood Drive in the City of Anderson, California (the “Project”);
and

WHEREAS, the Obligations which are expected to be issued and delivered to finance
the acquisition and rehabilitation of the Project would be considered "qualified exempt facility
bonds" under Section 142 (a) of the Internal revenue Code of 1986, as amended (the "Code"),
and Section 147(f) of the Code requires that the "applicable elected representative" with respect
to the Project hold a public hearing on the issuance and delivery of the Obligations; and

WHEREAS, the City Council of the City of Anderson as the "applicable elected
representatives” to hold said public hearing, has held said public hearing at which all those
interest in speaking with respect to the proposed financing of the Project were heard.

NOW, THEREFORE, BE IT RESOLVED as follows:

1. The City Council hereby finds and determines that the foregoing recitals are true
and correct.

2 For purposes of the requirements of the Code only, the City Council hereby
approves the proposed financing of the Project by the Authority with the proceeds of the
Obligations.

3. The issuance and delivery of the Obligations shall be subject to the approval of
and execution by the Authority of all financing documents relating thereto to which the Authority
is a party and subject to the sale of the Obligations by the Authority.






Attachment 2

WHEN RECORDED MAIL TO:

(Space Above For Recorder's Use)

PiLoT FEE AGREEMENT

This Pilot Fee Agreement (this “Agreement”) by and between HPD River Gardens L.P., a
California limited partnership (“Owner”) and the City of Anderson, California (“City”) is dated
as of , 20009,

Recitals

A. Owner is acquiring and rehabilitating those certain multifamily housing projects known
as the River Gardens Apartments in the City of Anderson, California (collectively, “the
Project”) on land more particularly described on Exhibit A hereto (“the Land”). The Project will
consist of 108 units, % of which shall be restricted to occupancy by families of low income
and % of which shall be restricted to occupancy by families of very low income. Owner will
finance its acquisition and rehabilitation of the Project in part from the proceeds of tax-exempt
multifamily revenue bonds (“the Bond Financing”).

B. Owner anticipates that the Project will be eligible for a welfare exemption from property
taxation (“the Exemption”) pursuant to Section 214(g) of the California Revenue and Taxation

Code (“the Code”).

G City would be entitled to receive 1/8 of 1% of the property tax that would be owing by
Owner on the Project in the event that the Project did not qualify for the Exemption. In the event
that the Project receives the Exemption, Owner is willing to pay City pilot fees equal to the
amount as set forth in this Agreement.

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, Owner and City agree as follows.

Section 1 — Payment of Pilot Fees

|| Owner agrees to pay City Pilot Fees (as defined below) and City agrees to accept Pilot
Fees in lieu of property tax payments pursuant to the terms of this Agreement. Owner shall pay
City Pilot Fees as set forth in this Section 1.

1.2 Commencing on the December | immediately succeeding the granting of the Exemption
and again on December 1 of each year during which the Project continues to receive the
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EXHIBIT A
LEGAL DESCRIPTION

(Attached)
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