AN ORDINANCE relating to low-income

housing, approving the 1996-98 Administrative -

and Financial Plan for 1995 Housing Levy 4
Programs established under Ordinance 17711,
and directing the Department of Housing and
Human Services to submit a status report to
the City Council on the administration of
Housing Levy fi'nds, and authorizing
expenditure of certain funds allocated to the
administration of ilousing Levy Programs,
subject to appropriation.
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ORDINANCE "58 %

AN ORDINANCE relating to low-income housing, approving the 1996-
98 Administrative and Financial Plan for 1995 Housing Levy
Programs established under Ordinance 117711, directing the
Department of Housing and Human Services to submit a status
report to the City Council on the :dministration of Housing
Levy funds, and authorizing expenditure of certain funds
allocated to the administration of Housing Levy programs,
subject to appropriation.

WHEREAS, pursuant to Ordinance 117711, as amended, the voters of
The City of Seattle approved the levy of property taxes for
the purpose of financing low-income housing, including
housing for very low-income households under RCW 84.52.105;
and

WHEREAS, Ordinance 117711 and the Affordable Housing Financing
Plan attached thereto provide for periodic submission to the
City Council of an Administrative and Finanrial Plan for
programs funded by the 1995 Housing Levy (“Levy Programs”);
and

WHEREAS, the Department of Housing and Human Services, in
conjunction with the Oversight Committee for the Levy
Programs, has developed the initial Administrative and
Financial Plan; and

WHEREAS, Ordinance 117711 allocated funds for the administration
of Housing Levy programs, and further provided that not more
than sixty percent (60%) of such funds allocated for each of
the programs could be expended without authority expressly
granted by ordinance; and
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WHEREAS, Resolution 21965 provided that the housing levy would
provide administrative funding representing five percent
(5%) of total levy funding, and further provided that of the
five percent (5%) of levy funding allocated fer
administration of the housing levy, three percent (3%)
(i.e., sixty percent (60%) of funds allocated for
administration) would be automatically granted to DHHS for
administration of housing levy funds and the remaining two
percent (2%) (i.e., forty percent (40%) of funds allocated
for administration) would require authority expressly
granted by ordinance by the City Council; and

WHEREAS, The City Council will penefit from a status ieport from

the Department of Housing and Human Services on the
administration of Housing Levy funds; Now, Therefore,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:

gection 1. The City Council hereby approves the 1995
Gest-le Housing Levy Administrative and Financial Plan for
Program Years 1996-38 attachad to this Ordinance as Exhibit A.

Section 2. The City Council hereby finds that in order to
promote the efficient, cost-effective and resp~nsible
administration of Levy Programs, five percent {5%) of total levy
funding should be authorized for administration of the housing
levy. Ordinance 117711 and Resolution 21965 automatically grant

the Department of Housing and Human Services sixty percent (60%)
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of the amount allocated for administration (or three percent (3%)
of the five percent (5%)), but require express authority to
authorize the remaining forty percent (40%) (or (2%) of the five
percent (5%)). The Council finds that it is appropriate to
authorize the expenditure through December 31, 1998, of the
remaining forty percent (40%) of funds allocated in Ordinance
117711 for the administration of Housing Levy Programs.
Therefore, the City Council aathorizes the expenditure through
December 31, 1998, of the full amount allocated to administration
of Housing Levy programs in Ordinance 1.7711, subject to
appropriation of such funds.

Section 3. The City Council directs the Department of
Housing and Human Services (DHHS) to develop and submit to the
City Council a status report on DHHS’ administration of 1995
Housing Levy funds, which report shall address the present and
projected costs of administration of 1995 Housing Levy funds, and
shall be submitted to Council by September 1, 1997.

Section 4. This ordinance shall take effect and be in force

thirty (30) days from and after its approval by the Mayor, but if
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not approved and returned by the Mayor within ten (10) days after
presentation, it shall take effect as provided by Municipal Code

Section 1.04.020.

Passed by the City Council the M9  day of w,

1996, and signed by me in open session in authentication of its

passage this3®' day of mm___, 1996.
Pr dent :fszhe City Council
Approved by me this day of W , 1996.

Mayor
Filed by me this é day ofw, 1996.
ity Clerk
(Seal)
Exhibits:

A: Administrative and Financial Plan

Planord3.doc
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HHHSEL Committee’s Amendments to C.B. 111367

1. Page 1, line 25

WHEREAS, Ordinance 117711 allocated funds for te the administration of
HousmgLevyprograms and further provided that not more than sixty

authonty expressly granted by ordmancc and

2. Page 2, line 5

3. Page 2, Section 2

Section 2. The City Council hereby finds that in order to promote the efficient,
cost-effective and respons:ble admnustratlon of Levy Programs ﬁnmt_(j_m

ﬁmmmx._rmznmmmmn is appropﬂate to authonze thc
expenditure through December 31, 1998, of the remaining forty percent (40%) of
funds allocated in Ordinance 117711 for the administration of Housing Levy
Programs. Therefore, the City.......
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1. Page 9, last box

The program administrator, or other qualified nonprofit, shall provide pre-
purchase and post-purchase counseling where necessary and shall act as a clearing
house for matching the pre-purchase and post-purchase educational needs of
potential borrowers with available training programs. Costs of program
administration could be covered by a to-be-determined per transaction fee to be
paid by the seller or buyer or both or by a third party where possible.

2. Page 11, 7th box
For gap financing of more than thet $2,500 a compounded 3% annual interest rate

shall also apply during the deferment period; neither the length of the deferment
period nor repayment schedule have been determined as yet. Fhe-interest-rate

3. Page 13, second paragraph

LEVYREV1.DOC (8/28/96)
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INTRODUCTION p

Tbe 1995 Seattle Housing Levy is a $59.211 million program designed to produce and
preserve a minimum of 1,360 units for low- and extremely-low-income househelds.

Levy programs include homeowner rehabilitation, home buyer assistance, rental ;
production and an operating and maintenance trust fund. The levy was approved by j
Seattle voters in November, 1995, as a program funded by property tax levies for seven =
years, from 1996 through 2002. The Department of Housing and Human Services =~
(DHHS) will administer all 1995 Seattle Housing Ievy programs. a

Ordinance 117711, passed by City Council on July 10, 1995, adopted an Affordable
Housing Finance Plan, placed the levy on the November ballot and directed the =25
Department of Housing and Human Services (DHHS) to prepare an Administrative and s

Financial (A and F) Plan covering all Levy programs beginning in 1996. The Plan must
be approved by City Council and updated every two years. Because the 1996 Plan is g
being adopted in third quarter, 1996, the 1996 Plan will run through 1998; the next Plan -
will begin in January, 1999. The Plan was developed by DHHS using working groups =
including internal staff and community members, and was reviewed, revised and g

approved by the Housing Levy Oversight Committee. -

Ordinance 117711 requires A and F Plans to include: B

Criteria for evaluating and selecting projects; o

Guidelines for loans or grants; |

Requirements for project sponsors;

Progress and performance reports on ongoing projects; this section to be included in

future plans; g
S

. 4

aQ Qaao

Program reviews to ensure that levy funas are used for their stated purposes; and
Financial budgets for each levy program.

This information is incorporated into the program ar . apters. Also included in the A
and F Plan are guiding principles, program administration information and an
appropriation plan.
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GUIDING PRINCIPLES

he following principles have been developed by the Housing Levy Oversight
Committee to guide program planning and implementation for the 1995 Housing
Levy:

(1) Levy progiams will be designed and implemented in accordance with the City’s
Comprehensive Plan core values.
The core values contained within the city's Comprehensive Plan are community,
environmental stewardship, economic opportunity and security, and social equity (not
in priority order). Levy programs will be designed and implemented in accordance
with these core values.

(2) Levy programs will be designed and implemented to insure the long term success
of programs and projects and the well-being of residents.
Factors influencing the long term success of programs vary by program type. The
following factors cut across many of the levy program areas to ensure the long-term
success of programs and projects and the well-being of residents: the longest possible
agreement between a developer and the City to maintain affordable rents, superior
construction quality, specific funds identified for operating and maintaining projects,
and the provision of services for residents with needs.

(3) Levy programs will be designed to meet emerging community needs.
The focus of initial programs will be on working families with children who need
affordable housing, people with disabilities who need housing and service support to
live independently in the community, people who are elderly and need housing
assistance to remain in their homes or who need assisted living alternatives, and
families who are victims of domestic violence. Operations and maintenance services
funding will be initially targeted to projects serving youth and victims of domestic
violence.

Community housing needs will be assessed every two years as the Housing Levy
Administrative and Financial Plan is updated. Levy programs will address emerging
community needs, with program changes noted within the Administrative and
Financial Plan updates.

(4) Levy programs will be designed to maximize the benefit from leverage from
private and other public funding sources and still meet low-income housing
objectives.

Housing levy resources can leverage a wide variety of other resources. Taking
advantage of leveraging opportunities is important in order to:

e Attract and use all available federal, state, and private resources to produce and
maintain the greatest number of units possible; and

FADOCS'LEVY \ADMINPLN'96PLANS\A&FCNCL2 DOC 3
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e Augment Operating and Maintenance Trust Fund resources to enable the
maximum number of households with incomes at or below 30% of median to be
served over time.

In addition to utilizing existing sources of leverage, new sources of ieverage will be
sought throughout the levy deveiopment period.

(5) Consider levy cash flow issues in developing the Housing Levy Administrative
and Financial Plan.
Levy cash flow considerations will be evaluated in developing the Housing Levy and
Administrative and Financial Plan.

(6) Levy programs will be planned and implemented in ways that stress the City’s
administrative efficiency and reduce costs.
Administrative costs should be held to the minimum level to enable DHHS to
adequately carry out necessary administrative responsibilities. Opportunities to plan
program expenditures in ways that achieve administrative efficiency, thereby saving
administrative costs, will be a high priority.

(7) Levy programs will be developed in ways that balance the need to reduce total
development costs with costs associated with public funding goals.
Levy program administrators and housing developers will continuously consider and
implement ways to reduce total development costs, while recognizing and affirming
that certain public values (such as long-term durability, energy efficiency, and fitting
into a neighborhood) may increase costs, and that these must be balanced with the
objective of keeping costs as low as possible.

(8) Levy programs will be structured t7 encourage neighborhood involvement with
the housing funded and produced.
Specifically:

(a) Housing produced under the housing levy will be consistent with the
Comprehensive Plan goals and policies pertaining to neighborhoods and
neighborhood planning.

(b) Programs will encourage projects involving creative partnerships and
collaborations between project sponsors and affected community groups/residents.

(¢) Programs will emphasize projects that help stabilize neighborhoods and create
permanent investment in community-neighborhood development.

(d) Programs will emphasize and promote geographic dispersion of subsidized rental
housing.

FADOCS\LEVY\ADMINPLN96PLANS\A&FCNCL2.DOC 4
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PROGRAM ADMINISTRATION

ection 8 of Ordinance 117711 identifies the City's Department of Housing and

Human Services (DHHS) as administrator of levy programs. The Housing Levy
included $3.084,000 for administration, 5.2% of total levy funding. This funding was
intenided to permit DHHS to administer the levy’s three capital programs. Administrative
f\mdingfortheOpcratingandMaimcnmce(OmdM)TmstFundPromwillcome
from Trust Fund interest earnings, consistent with administration of the 1986 Housing
Levy’s O and M Trust Fund Program.

Resolution 29165 was adopted by City Council on July 17, 1995, and provided further
intent regarding administration of the new levy’s Rental Production Program. For that
program, only 3% of total levy program funding (or 60% of total administrative funding
available for the Rentai Production Program) will be “automatically granted” to DHHS
for administration. The remaining 2% (or 40% of total administrative funding) requires
“authority expressly grantec by  “dinance by the City Council.”

Resolution 29165 directed DHHS to examine its multifamily project administrative
“system” and identify areas for improvement and greater efficiency. Washington
Community Development Loan Fund staff were hired to facilitate a process that included
extensive involvement by nonprofit organizations. The process began in October 1995,
and concluded in June 1996. A final report was published in late June that contains over
60 recommendations. DHHS examined the budget implications of the changes in May:
DHHS estimates the full 5% included in the Rental Production Program for
administration will be required to administer the 1995 Levy Program. The rental
programs in the 1986 Housing Levy required approximately 8% for administration: 5% in
levy funds and 3% in supplemental CDBG funding. Administration of the 1995 Levy will
not require supplemental CDBG funding. This will be achieved by a 25% reduction in
staff capacity.

F DOCS LEVY\ADMINPLN 96PLANS A&FCNCL2.DOC 5
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APPROPRIATION PLAN

able 1 shows the anticipated Appropriation plan for the entire levy period. The Rental

Production Program expects to allocate its entire first year program amount in 1996.
The other two capital programs will begin their first full year allocation process in 1997.
An inflation factor has been built into the model; the annual allocations for the three
capital programs increase by 3% each year.

The need for administrative funding does not begin until 1997. Funding the Operating
and Maintenance Trust Fund begins in 1996, and it is expected to be fully capitalized in
2001. Until the Trust Fund is fully capitalized, any unused funding at year end from the
other programs, as well as all interest earnings, will go into the Trust Fund to speed up
capitalization.

Levy Interest Earnings: Once the Trust Fund is capitalized, it is expected that interest
will accrue on unexpended levy funds. A plan for interest eamnings will be included in

future Administrative and Financial Plans. For the 1996 through 1998 time period, any
interest earnings will go into the Operating and Maintenance Trust Fund.
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SINGLE FAMILY HOMEOWNER
REHABILITATION PROGRAM

ingle family homeowner rehabilitation is one of the four program areas covered by

Seattle’s 1996 Low-Income Housing Levy. Over 12,000 very low-income, including
elderly, homeowners may need some form of assistance in repairing their homes. Many
of these homeowners are on fixed incomes and do not qualify for traditional mortgages
with which to make critical home repairs. Also many of these homeowners need more
complete explanation of assisted living alternatives. The Levy allocates $2,917,000 to
single family rehabilitation over its lifetimz. The goal is to help 33 single-family
homeowners repair their homes in 1997. .

. PROGRAM OBJECTIVES

The following general program objectives guide the single family homeowner
rehabilitation program:

O Annually provide 23 traditional Rehabilitation and Emergency Assistance for City
Homeowners (REACH) loans to qualifying homeowners;

3 Provide 10 REACH loans in a pilot program to qualifying homeowners who want to
share their home with another unrelated person or family;

O Promote and preserve home »wnership which contributes to the stability of families

and neighborhoods; helps preserve the physical condition of residential properties and

addresses the shortage of safe, sanitary, affordable housing by maintaining and

enhancing the supply of owner-occupied housing;

Rehabilitate owner occupied homes which encourages the most efficient use of the

City’s existing housing stock;

Create innovative living options which allow homeowners to remain in their homes

and reduces their potential of homelessness;

Provide financial assistance to homeowners who don’t qualify for traditional

mortgages because of their very low incomes;

Make all Levy single family homeowner rehabilitation loans to people with incomes

of less than 50 percent of the area’s median income as determined by the U.S.

Department of Housing and Urban Development (HUD).

. PROGRAM FOCUS

From 1996 through 1998 $1,036,526 will be available for the single family homeowner
rehabilitation program including program administration. There are two program
components. First, $482,451 will be provided for loans under the current REACH
program in 1996 and 1997. These funds will help approximately 23 homeowners
annually. Second, $100,000 wiil be available for REACH loans to homeowners who want
to share their home with another unrelated person or family. These funds will be available

O O QO Q
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in 1997 and depending on the success of this pilot home sharing program, the funding
may be increased to $200,000 in 1998. If the pilot home sharing program is not
successful, then the funds will be used for additional REACH loans.

ill. PROGRAM POLICIES

The Single Family Homeowner Rehabilitation program will be implemented in
accordance with REACH Program Policies.

FADOCS'LEVY'ADMINPLN'96PLANS\A&FCNCL2 DOC 8
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HOME BUYER ASSISTANCE PROGRAM

e 1995 Housing Levy included a Home Buyer Assistance Program, which had not
been in previous Housing Levies. The purpose of this program is to assist low-

income families in becoming home owners. A total of $2,917,000 of Levy funding was
allocated for the Home Buyer Assistance Program, not including administration. A goal
of assisting 139 low-income households to become homeowners through participation in
this program within the first seven years of the Levy has been established. The program
will be established as a revolving loan fund, so new loans can be made as loan payments
are made. These initial funds are to be expended evenly over the first seven years of the

Levy development program.

DHHS staff will continue their work with the staff of the Neighborhood Planning Office
(NPO) to coordinate the Levy Program Planning and Implementation with the different
neighborhood planning processes. Information will be provided to neighborhood groups
upon request and information about the Levy programs will be included in the Housing
Options Program and the Housing Work Book. DHHS staff will continue their regularly
scheduled meetings with NPO staff throughout the program planning and implementation
of the Levy funded programs.

l PROGRAM OBJECTIVES

The following general program objectives will guide the implementation of the Home
Buyer Assistance Program:

O Provide down-payment assistance to eligible borrowers to help them become
homeowners in Seattle.

3 Help maintain and expand the affordable housing capacity in the City, particularly

within the Special Objective Areas (SOAs), by supporting the development of new

housing and the renovation of vacant or deteriorated housing.

Increase the rate of home ownership in Seattle, particularly for low-income

households.

DHHS staff will aggressively pursue other sources of home buyer assistance funds

(HOME, etc.) to leverage the available levy dollars.

Priority for funds will be given to participants who bring highest leverage to the Levy

program.

These funds should be expended utilizing an existing service delivery system.

Completion of an available appropriate pre-purchase home buyer education program

shall be a requirement of applicants receiving loans. Education under the WSHFC

program for first-time buyers shall be considered the minimum training necessary for

the first year. During the second year, DHHS will review and determine if there needs

to be changes with the education requirement.

O The program administrator, or other qualified nonprofit, shall provide pre-purchase
and post-purchase counseling where necessary and shall act as a clearinghouse for

aag QO a Q
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borrowers with available training programs. Costs of program administration could be :
covered by a to-be-determined per transaction fee to be paid by the seller or buyer or : ol
both or by a third party where possible.

0 An annual financial report will be prepared which will include information such as:

}
!
{ matching the pre-purchase and post-purchase educational needs of potential
|

e number of loans approved,
e value of loans approved,
® number of loans in portfolio, g
e value of loans in portfolio, -
e delinquency rate for loans in portfolio, -
® jeveraging of other funds, s
e levels of activity of participating agencies and/or financial institutions, gt
e number of homes sold to new owners. we
(3 DHHS staff will continue working on program development activities for the e
expansion of the program into areas such as land trust, coops, etc. A report will be -
submitted to the Levy Oversight Committee updating them on these activities during g <
1997.
) An annual program performance report will be prepared which will provide |
information such as any additional fund sources identified for the home buyer g ,

assistance program, and the community development impacts within the Special
Objective Areas (SOA) as defined in the City of Seattle Consolidated Plan.

. PROGRAM FOCUS

O Home Buyer Assistance Program funds shall be used in conformance with the
relevant goals and policies set forth in the Comprehensive Plan and Levy Ordinances
117753 and 117711.

O Levy funds will be used exclusively in the SOA’s for the first two years, subject to re-
evaluation at the end of the second year.

O Alternative forms of home ownership (land trusts, coops, etc.) may be pursued in
second and subsequent years using both levy and other sources of funding that may
become available.

O All program participants (banks, non-profits, borrowers) must contribute something in
order to participate; e.g., loan or development discounts, fee waivers, other down-
payment assistance funds for banks; proven lending/administrative track record for
nonprofits; adequate cash savings for borrowers, etc.

. PROGRAM POLICIES

O Initial maximum home cost is $155,000; limit may be adjusted upward in future
yeaurs, based on rate of inflation and analysis of program results. y

O An RFP may be issued to select an experienced program administrator and/or loan ».,.."
servicer. <

O Program applicants must be first-time home buyers with household income below
80% of median at the time of application. :
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I0110N SIHL NVHL ¥¥31D SS31 SI 3Wvd4 SIHL NI

:
13

FADOCS\LEVY\ADMINPLNY6PLANS'A&FCNCL2. DOC 10 i




o 0 g g 0

aaa

First-time home buyers are defined as: any individual who has not owned a home
during the three-year period prior to the purchase of a home except that: a) any
individual who is a displaced homemaker may not be excluded because that
individual, while a homemaker, owned a home with his or her spouse or partner: and
b) any individual who is a single parent or guardian of a minor child may not be
excluded because that individual, while married, owned a home with his or ".2r spouse
or partner.

Potential borrowers must successfuily complete a pre-purchase home buyer education
program and be certified by the agency providing the education program.

Potential borrowers must agree to the purchase of a home in Seattle as their principal
residence only. Investment properties will not be allowed under this program.
Potential borrowers must be able to financially qualify for a first mortgage with a
participating lender.

Income and asset definitions will be based on those developed by the City of Seattle’s
Single-Family Housing programs.

Gap financing will be provided on an as-needed basis up to a maximum of $25,000
per borrower; borrowers must provide a minimum of $2,500 or 2% of the purchase
price, whichever is greater, of their own funds toward the home purchase to match the
levy down-payment assistance funds.

For gap financing of $2,500 or less, repayments shall be deferred for the first five
years; interest will accrue at an annual compounded rate of 3% during this period.
Repayments shall begin in the sixth year, at an interest rate of 3%.

For gap financing of more than $2,500 a compounded 3% annual interest rate shall
also apply during the deferment period; neither the length of the deferment period nor
repayment schedule have been determined as yet.

Borrowers may receive gifts of funds towards their portion of the down-payment;
however, gifts must not exceed 25% of the borrower’s total down-payment
requirement.

Borrowers may use proceeds from the sale of assets towards their down-payment
requirement; e.g., selling a ca-, cashing in retirement accounts, etc. Sources of cash
must be verified.

Loans shall be assumable by another eligible borrower.

Loan term may be no less than 25 years for affordability.

Any first mortgage products approved by DHHS shall be eligible, including FHA and
FNMA products, ARMs and portfolio loans. 203(k) purchase-rehabilitation loans are
also eligible, provided the rehabilitation amount exceeds $5,000.

O A loan committee shall be established to review loan exceptions; a system to track the

performance of loans shall also be established.

O Borrowers may purchase any type of residential property, whether currently owner or

renter occupied or vacant. If tenants are displaced as a result of sale to an owner-
occupant under this program, tenant relocation assistance, if any, will not be paid out
of levy funds.

The Department will have the authority to review and revise the financial guidelines
as necessary to respond to changes in the financial market.

FADOCS\LEVY\ADMINPLN96PLANS\A&FONCL2 DOC 11
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RENTAL HOUSING PRODUCTION
PROGRAM

L PROGRAM OBJECTIVES
Funding for the Rental Production Program is divided among two categories as

follows:

*30110N

CATEGORY: TOTAL FUNDING 1996 - 1997 - 1998:
O City-wide -- 0 to 50% of $39,084,000 $15.765,787
median income; subject
to restrictions in J
Consolidated Plan
O Special Objectives Area $2.458,000 $991.,513
r - 50% 10 65% of
median income

Funding will be used to produce a minimum of 386 units during 1996 - 1997 - 1998.

. PROGRAM FOCUS
Levy Ordinance 117711 outlined households that will be the focus of the new levy:

0 Working families with children who need affordable housing.
Examples of individuals working within the targeted income range are sales clerks,
secretaries, nurse’s aides, grocery clerks, fast food workers, data entry operators, and
others struggling to meet their family’s basic needs for food, utilities, and medical
care because of high rents.

O People with disabilities who need housing and service support to live independently
in the community.
Examples of individuals in this group are predominantly people currently living on
disability income, including people who are homeless.
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O People who are elderly and who need housing assistance to remain in their homes or
who need assisted living alternatives.
Examples are elderly people on fixed incomes who are often unable to obtain a
traditional mortgage to make critical home repairs or low-income elderly who can
benefit from assistancs with medications, personal care, and housekeeping but do not
need the costly intensive care of a nursing home.

e ——

L
0 Families who are victims of domestic violence.
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Examples are women and children who, for personal safety, must forego the
economic benefits of a combined family income.

While this Section identifies areas of focus for the levy, iow-income projects will be
considered for funding even if they are not identified in this Section as the focus of the
levy.

Oversight Committee members noted particular concern about potential lack of
development of units for large families, families needing 3, 4, or 5 bedroom units. The
NOFA will include the concern, and encourage production of large family units to
appropriately address housing need. Production of large family units will be monitored,
and additional requirements imposed if production does not occur or falls short of
expectations.

. PROGRAM AREAS FOR FURTHER DEVELOPMENT

During late 1996 and into 1997 staff will focus further attention on the following program
development areas. Work will permit DHHS to be more proactive in better defining the
types of projects to be funded through Notice of Funding Ability processes.

O Coordinating programs to further community development objectives in
distressed communities.

Time constraints prevented a thorough exploration of how levy programs could be
coordinated with each other and with other efforts under way; i.e., OED and LISC
initiatives. Meetings will be held with distressed community representatives to
identify strategies for using levy resources to further community development
objectives.

3 Setting unit-size goals for production of family units.

Levy planning included assumptions on numbers of anticipated family units by size
but did not set any goals. Staff will review needs data and discuss setting goals with
nonprofits that are developing family units. If goals are established, they will be
published in Notice of Funding Availability documents. In particular, production of
large family units will be monitored and unit goals may be set.

O Housing assistance needed to help people who are elderly.
Staff will work with Seattle Housing Authority to explore the housing needs of people
who are low-income and elderly. Assisted living projects will be explored; in

particular, to determine the extent to which public funding is needed to help develop
assisted living for persons who are low-income.

3 Scattered site production of special needs units.

Scattered site production includes groups living in single family homes as well as
small numbers of special needs units in larger low-income or mixed-income projects.
Special needs “projects™ (buildings larger than a single-family house containing only
special needs units) will only be funded if it can be demonstrated that a “project” is
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needed to best serve the residents. In particular, staff will consider the best ways to
link McKinney funding to a scattered-site “production model.”

) Participation in mixed-income projects.

A small portion of levy funding will again be available to promote more development
of low-income units in mixed-income buildings. Eligible projects must contain a
majority of non-subsidized units. Funding will have different loan terms and be
available as permanent financing only (1986 levy mixed-income, new construction
program requirements will be a guide). Up to 10% of RPP funds for the 1996 - 1997 -
1998 period will be available for production of units in mixed-income buildings
according to specialized loan terms. Program loan terms will be developed by the end
of 1996 and will be reviewed by the Levy Oversight Committee prior to
announcement of funding availability.

O Assistance to “HUD Preservation Projects.”

HUD funding for “Preservation Projects™ appears to be ending. Staff will follow the
status of these projects to determine the extent to which City funding assistance will
be needed. Periodic status reports will be provided to the Levy Oversight Committee.

O Ongoing monitoring --- performance measures.

Staff will work with nonprofits during the fourth quarter 1996 to identify performance
measures for the Rental Production Program. These measures will help identify
project information that applicants will be required to report on annually.

Staff will also work with other public funders that require annual project reporting to
coordinate requirements.

IV. PROGRAM POLICIES

A. USE OF FUNDS

Program funds can be used to pay for acquisition and/or rehabilitation costs associated
with preserving existing vacant or occupied buildings, for new construction projects, and
for permanent or “take-out” financing of newly constructed units.

DHHS may approve funding for a “project” that will consist of one or more entire
buildings, individual unit(s) within a building, portions of a building, or individual unit(s)
or portions of several different buildings, consistent with the policies described in this
plan.

Eligible acquisition costs include reasonable costs associated with building or land
purchase, such as:

O Purchase price

O Option costs

O Financing fees

O Appraisal costs

FADOCS\LEVY\ADMINPLN96PLANS A& FCNCL2.DOC 14
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O Closing costs
O Interest

O Inspection fees
O Title insurance

Eligible rehabilitation and new construction costs include but are not limited to:

O Architectural/engineering fees

O Construction costs

O Relocation costs

O Operating losses during project rent-up
0 Hazardous materials abatement

Eligible permanent or “take out” financing costs include all costs related to the
acquisition, development and construction of the units.

In instances where nonprofit developers negotiate purchase agreements with sellers which
provide for acquisition payments spread over two or more years, DHHS will have the
option to precommit funds from future year allocations, subject to appropriation by City
Council, to cover future payments relating to project purchase.

Reasonable development fees will also be an eligible use of Levy funds. Development
fees must be consistent with DHHS’s Development Fee Policy and will be considered as
part of the development budget for a proposed project. DHHS will review the proposed
development fee for nonprofit agencies that receive other City funds for their operation to
insure that Levy and other City funds are not being used for the same purpose.

For projects selected for funding, up-front development costs incurred prior to a project’s
selection will be eligible for Levy reimbursement. Examples of up-front costs include
earnest money agreements, legal costs, and preliminary architectural or engineering costs.
The Washington Community Development Loan Fund (WCDLF), funded in part by
Community Development Block Grant funds, is a potential source of up-front
development costs for nonprofit agencies. The WCDLF is generally repaid from loan
funds if a project is approved. Levy funds can be used to repay WCDLF.

B. ELIGIBLE PROJECTS
Levy program funding may be used for projects described below. Eligibie projects may
include entire buildings, individual unit(s) within a building, portions of a building, or
individual unit(s) or portions of several different buildings, consistent with the policies
described below.

Levy funds can be used for projects which combine residential and other uses. The
proportion of Levy funding to total development cost must reflect the amount of
residential space in a building serving eligib/e households.

For projects serving special needs populaticns, the proportion of Levy funding to total
de\ elopment costs must reflect the amount of residential space in a building serving
special needs households with incomes less than 30% of median income. In these
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projects, accessory space (such as office space or space for provision of on-site social
services) which is necessary for the viability of the project may also be considered for
Levy funding.

Residential space includes:

(3 Common areas for resident use such as television or reading rooms;
O Areas for cooking, eating, bathing;

O Corridors, stairwells, storage areas;

O Management office space; and

O Building lobby area.

Levy funds can be used in non-residential areas of mixed-use buildings only for work
necessary to produce the residential units; e.g., work that is part of overall exterior
b\ﬁldingimpmvanents(masonrympaim)orworkmywinamﬂwmnnl
integrity of the building. Costs associated with commercial tenant improvements are not
eligible for Levy funding.

DHHS acknowledges that mixed-use buildings will require financing for non-housing
portions of a project. While levy funds may not be used for non-housing portions, DHHS
will help applicants identify other project funding or innovative fund sources to cover
non-housing project costs.

Where it is impractical to segregate construction or rehabilitation costs between Levy
funded units and other portions of a mixed-use or mixed-income project, the DHHS

Director may permit such costs to be prorated between Levy funding and other funding
sources based on any reasonable formula.

C. ELIGIBLE TFNANTS

Tenant households must generally have incomes at or below 50% of area median to be
eligible to live in units assisted through the Rental Production Program. A portion of
pmgmmﬁmdingmybeusedwpmduccunitsaﬁ'ordablcmlwusdwldswithimomeat
or below 65% of median income. Detailed rent requirements are outlined in Section G,
Occupancy and Rent Requirements.

Projects involving new construction, acquisition and/or rehabilitation of existing
buildings may include some units occupied by households who can live independently
but who have support service needs; e.g., people who abuse substances and/or are
mentally ill, and who may or may not participate in treatment programs. Projects
providing transitional housing will b. required to link support services directly to
households in those units, but on-site services will not be required.

D. ELIGIBLE SPONSORS
Eligible sponsors of housing produced through the Levy are:

O Private nonprofit agencies;
O Public Development Authorities;

" .
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O Seattle Housing Authority;

O Private for-profit owners/sponsors.

Private nonprofit agencies will be required to submit articles of incorporation and an IRS
letter as proof of nonprofit status. Eligible nonprofits must have a charitable purpose
which may or may not include the provision of housing. DHHS' preference is to provide
funding to nonprofit sponsors that have established housing as a primary purpose of the
organization. Through the project selection process, priority will be given to nonprofit
agencies which have demonstrated ability to develop and/or manage low-income housing,
and to limited partnerships or other organizations through which such nonprofit agencies
obtain tax credits to help finance a project.

Any partnership or organization organized by a nonprofit or public corporation in order to
obtain tax credits may be treated by the Director as a nonprofit corporation for purposes
of the policies in this Pian. The Director also may consider as nonprofit corporation any
corporation, limited liability company, general partnership, joint venture, or limited
partnership if all shareholders, members, partners, and any other equity owners of such
entity are nonprofit corporations or public entities.

Sponsors ordinarily must demonstrate previous experience in the development,
management, and ownership of housing projects similar to the project being proposed. If
the nonprofit sponsor does not have previous experience in one or more of those areas,
the sponsor will be expected to propose an appropriate relationship with another entity in
order to demonstrate required experience.

If a sponsor cannot demonstrate previous experience in housing or if an agency is not
primarily providing housing/housing related services, DHHS will encourage and work
with the sponsor to strengthen the development team to ensure project viability, including
possible sponsor affiliation with an established housing organization or creation of a
subsidiary housing nonprofit organization. DHHS will evaluate the experience of a
sponsor's management/development team, staff, Board of Directors, ar.d other project and
program experience to determine whether formation of, or affiliation with, another
nonprofit would be required as a condition of funding.

E. MAXIMUM CITY SUBSIDY PER UNIT

The maximum City loan amount a project may receive is based on the number of units in
a project. The City has established per unit subsidy amounts which are used to calculate
the maximum City subsidy available to a project.

The City's maximum per unit subsidy includes all DHHS administered funds which may
be combined to finance a project, including funds from the Housing Levy, the
Community Development Block Grant Program, HOME Program, Rental Rehabilitation
Program, Growth-Related Housing Program, Housing Bonus Program, Transfer of
Development Rights Program, Seattle Matching Fund, and any special mitigation funds.

City maximum per unit subsidy amounts are not meant to reflect per unit total
development costs for a project. Leveraging other non-City resources is strongly
encouraged, and required for most projects. The established per unit maximum figures
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will be reviewed in light of actual project experience when future Plans are prepared and
will be revised if necessary.

Waivers may be granted by the DHHS Director on a project by project basis to permit per
unit costs in excess of the stated amount. The DHHS Director may approve an increase in
City subsidy of up to 15% of the stated maximum per unit amounts for projects which
clearly demonstrate the need for a policy waiver.

Waivers may be considered on a case by case basis for projects meeting one or more of
the following criteria.

(a) Projects which are located in an area with little or no subsidized, low-income
housing, or in an area identified in the City's comprehensive plan or other adopted
policies as one in which low-income subsidized housing should be encouraged.

(b) Projects that provide speciai amenities and/or unique design features for the
proposed tenant population. This may include projects that contain larger units for
families; or projects that require reconfiguration of units to meet the needs of the
proposed population; or special design features resulting from the participation of
potential tenants and/or community members in project development.

(c) Projects for which maximum leveraging of other public fund sources is not
possible due to timing - 2siderations, i.e. sources not available at time project
should proceed. DHH.. inay ask sponsors to apply for other fund sources later, if
appropriate.

DHHS will use costs of previously funded, comparable projects as a guide in determining
if a waiver is justified; however, waiver decisions will be made on a case by case basis
based on specifics of the particular project or situation.

Three cost-per-unit maximum figures will be used: a limit for small units, a limit for large
units, and a limit for each bedroom in a shared, single family house.
1. Small Unit: Single-room-occupancy, studio, or one-bedroom units.
Limit: $47,000
Plus 15% for new construction or substantial rehabilitation project;
plus 15% for special needs unit. The 15% add-ons are compounded; a

project eligible for both add-ons would have a $62,158 per unit limit.
With 15% waiver, the total maximum would be $71,482.

2. Large Unit: Two, three, four or more bedroom units.
Limit: $53,000

Plus 15% for new construction or substantial rehabilitation project;
plus 15% for special needs unit. The 15% add-ons are compounded; a
project eligible for both add-ons would have a $70,093 per unit limit.
With 15% waiver, the total maximum would be $80,606.
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3. Bedroom Unit in a shared single family house.
Limit: $29,200

v
With 15% waiver, the total maximum would be $33,580.

F.  LOCATION, SITING, AND NOTIFICATION 1

requirements and restrictions in the City’s Consolidated Plan. Project serving households
with income up to 65% of median are restricted to Special Objective Areas identified in
the City's Consolidated Plan.

I
I *30110N
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y SITING
The following siting criteria will be considered during the project selection process to
determine if the location of a proposed project promotes a quality environment for the
population to be served:

(a) proximity to transit, goods and services necessary for the specific population;

(b) relationship and compatibility of the project with other uses in the area;

(c) safety and security of the location for the proposed population;

(d) special amenities (e.g., availability of safe and secure outdoor play space for

children in family housing projects).

These locational and siting criteria will apply equally to both permanent and transitional
housing projects. An important goal will be to disperse low-income subsidized housing
units whenever possible.
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3. NOTIFICATION
The City of Seattle requires sponsors of projects which it funds to engage in a community
notification effort. Clear, open communication is the first step in establishing a positive
long term relationship with neighborhood residents.

While notification is an excellent way to begin to address the potential concerns and
questions that neighbc - and community members may have about a housing project,
long term success with the neighborhood will come from a long term commitment to a

1 LOCATION
Projects serving very low-income tenants may be located in all neighborhoods, subject to

relationship with project neighbors. Through its funding processes, the City seeks to
balance its support for specific projects which it funds with the desire that those projects
sponsors make a good faith commitment to positive, constructive relationships with the
neighborhood.

Sponsors will be required to include a description of their community notification process
in project applications. The community notification process for projects that involve site i
acquisition must begin no later than upon achieving site control as defined in DHHS
funding announcement documents. The process for projects that do not involve :
acquisition must begin at least one month prior to submission of an application to DHHS.
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Sponsors will be required to notify immediate neighbors and appropriate community
groups. Sponsors must use notification and good neighbor guidelines developed by
DHHS as they work with community members to site projects. A notification plan and
the results of the notification process activities must be included in funding applications
to DHHS. Applicants will be required to conduct notification activities outlined in DHHS
funding announcement documents.

Community support will be considered a positive factor in reviewing a project; however,
community support of a project will not be a requirement of funding. Consistent with fair
housing requirements, community opposition based on any discriminatory motivation,
including opposition to families with children or persons with disabilities, shall not be
taken into account.

Failure to comply with notification guidelines may result in rejection of an application,
denial of funding, deferral of funding pending further notification efforts, or other
remedies as determined by the DHHS Director.

G. OCCUPANCY AND RENT REQUIREMENTS

1. DEFINITIONS

In general, as used in the Rental Production Program section of this Administrative and
Financial Plan, the following terms shall have the foliowing meanings unless the context
otherwise clearly requires:

O "Affordable rent" for low-income tenants means annual rent not exceeding 35% of

65% of median income; for very low-income tenants means an annual rent not

exceeding 35% of 50% of median income; and for extremely low-income tenants

means an annual rent not exceeding 35% of 30% of median income.

"Extremely low-income" means income not exceeding 30% of median income.

"Income" means household income computed in conformity with requirements of the

federal HOME program, unless the DHHS Director shall permit another method of

computation for a particular project or class of projects.

"Low-income" means income not exceeding 65% of median income.

"Median income" means annual median income for the Seattle-Everett Metropolitan

Statistical Area, adjusted for household size, as estimated from time to time by HUD.

O "Rent" means all amounts charged for the use or occupancy of the project (whether or
not denominated as rent or constituting rent under state law), plus a utility allowance
for heat, gas, electricity, water, sewer, and refuse collection (to the extent such items
are not paid for tenants by Owner).

The DHHS Director may adopt further refinements or interpretations of the above

definitions.

aa

Qa
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2. INCOME ELIGIBLE TENANTS AND AFFORDABLE RENT
LEVELS

O Tenants with incomes that rise above the eligibility levels become "over-income
tenants." Rents for over-income tenants may be increased above program affordable
rent levels described above. City funding will not be available for units occupied by
income ineligible residents; however, the City may ask that such units, although not
City-funded, become rent-regulated under a City Regulatory Agreement when
occupancy changes.

O Extremely low-income tenant households (30% of median and below) in units
subsidized through the Operating and Maintenance Trust Fund may contribute up to
35% of income toward rent (including utilities) consistent with City Council policy
direction for the Trust Fund.

3. RENT INCREASES

3 After-rehabilitation rents for Levy-funded units generally should not exceed before-
rehabilitation rents. Tenant displacement due to after-rehabilitation rent increases
should be avoided. Higher after-rehabilitation rents will be considered only if
necessary to insure adequate project operating funds. After-rehabilitation rents for
vacant units and rents for newly constructed units should generally not exceed an
average of the rents for comparable occupied units.

O During the loan term, rents can be increased only to cover increases in project
operating costs, and/or other project expenses acceptable to DHHS.

O Operating costs shall be established by sponsors in operating proforma approved by
DHHS. Operating costs shall include taxes, insurance, utilities, salaries, management
fees, replacement reserves, maintenance supplies and services, and other such
expenses as shall be allowed by DHHS.

O At no time during the term of the loan can rents for units occupied by income-eligible

tenants exceed "affordable levels" as defined above.

Rents for over-income tenants may be increased above "affordable rent levels."

Rents may not be increased in one project to subsidize operating losses/costs of

another project owned or operated by the same sponsor.

aa

4. AFFORDABILITY POLICY
Levy Program funds are subject to the following affordability policy:

O At least 50% of Levy Rental Production Program funds available for households with
income under 50% of median income shall be used for housing :Tordable to and
occupied by houscholds at and below 30% of median income:; and

0 Remaining funds available for households with income under 50% of median income
shall be used for housing affordable to and occupied by households with income
between 30% and 50% of median income.

The affordability policy is administered by DHHS across the Levy program as a whole,
not on an individual project-by-project basis. The policy is administered on a two year
cycle. All projects approved for Levy program funding from September 1, 1996 through
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December 31, 1998 shall be included in calculating City affordability policy goals for the
1997-1998 period.

s. OTHER POLICIES

O Project sponsors must obtain DHHS approval for a change in low-income population
to be served if some event occurs, such as loss of services funding, that requires a
change in the tenant population.

O Commercial space rental income should be used to reduce residential rents whenever
possible.

O For any project utilizing funds for projects serving households with income between
50% and 65% of median income and receiving a direct HUD capital or operating
subsidy, including rent assistance or vouchers, the DHHS Director may allow HUD
occupancy requirements to supersede Levy requirements, provided that all households
receiving subsidy or residing in subsidized unit have incomes below 80% of median
income at initial occupancy. The DHHS Director may alternatively allow sponsor to
proide substitute low-income units that are not restricted by an agreement with the
City for households with incomes above 80% of median income.

O Rent levels for units assisted under both the Housing Levy Program policies and
directly under federal HUD programs shall be determined in accordance with Section
3(a) of the United States Housing Act of 1937, as amended, 42 U.S.C. Section
14374(a), and regulations thereunder, or under any other federal law or regulations
now or hereafter requiring specific rent levels in low-income housing projects assisted
with federal funds provided that housing for very low-income households must
remain affordable to such households.

3 When Housing Levy Operating and Maintenance Trust Fund subsidies are used for a
project, the rent requirements contained in the Trust Fund Administrative and
Financial Plan shall apply to that project and shall supersede any other rent limitations
otherwise applicable, except as stated in the preceding paragraph.

H. LOAN CONDITIONS
The intent of the Levy is to provide long-term low-income housing for permanent or
transitional occupancy. Loan conditions are meant to promote and encourage long-term
use of properties for low-income nousing. If a property is ever sold during the loan term,
City proceeds should be used to produce replacement low-income housing consistent
with then current City low-income housing policy.

The DHHS Director may deviate from the loan terms and conditions contained in this
Plan:

(a) for tax credit partnerships, where such loan terms may impair the availability of
tax benefits; or
(b) when the sponsor expects to receive other funding sources from which full or
partial repayment of the City loan can be made prior to the normal maturity date.
Debt service requirements may be established depending on income level served,
operating budgets, and extent of other subsidies used.
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1. Loan Terms
Loan terms will be a minimum of 40 years.

2. Interest Rate

The interest rate will generally be 1% for nonprofit-sponsored projects, 3% for private
for-profit-sponsored projects, and will be set according to the project’s ability to
support debt service. For for-profit sponsored projects, the interest rate may be
lowered to a rate not less than 1% if necessary to provide rents affordable to
extremely low-income households. Interest on program loans will accrue annually as
simple interest until year 20. Between year 20 and year 40, interest will be forgiven at
the rate of 5% (of the total interest accrued as of the end of year 20) each year.

3. Deferred Payment

DHHS will make deferred payment loans which must be repaid upon sale, change of
use, or at the end of the loan term. Borrowers may fur.her defer payment of principal,
deferred interest, and contingent interest by extending the loan term.

4. Transfer and Assumption

The DHHS Director may permit the transfer and assumption of the loan, and the
transfer of the property acquired, constructed or rehabilitated with the proceeds of the
loan, without requiring repayment of principal, interest or other amounts owing under
the loan at the time of the transfer, under any of the following circumstances:

(a) The loan is assumed by a tax credit partnership and the partnership makes a
substantial equity investment in the iow-income housing;

(b) The property is transferred by a tax credit partnership to a nonprofit corporation or
public agency approved by the Director, including without limitation a transfer to
the general partner pursuant to the terms of an option agreement made in
connection with the formation of the limited partnership; or

(c) The property is transferred, with the approval of the Director, to a qualified
nonprofit corporation or public agency, without substantial consideration to the
transferor other than assumption by the transferee of outstanding obligations.

s. Covenant

A covenant will be recorded against the property which requires continued use of the
property for low-income housing for the term of the loan. Sponsors nm:ust have the
City's consent to sell a property before the end of the covenant period. If a sponsor
sells a property before the end of the covenant period, and invests in replacement low-
income housing approved by DHHS, the DHHS Director may permit the covenant to
be released and moved to the replacement low-income housing for the number of
years remaining on the original covenant period.
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6. Contingent Interest

City participation in project equity in the event of change of use or sale of property
(contingent interest) shall be required for all Rental Production Program projects
except those developed under the Mixed-Income component. The Mixed Income
component guidelines are outlined in Attachment 1. Upon sale, change of use, or
repayment of the loan, loan principal plus the greater of either deferred interest or
contingent interest shall be due. Contingent interest shall be calculated according to a
formula established by DHHS.

The City's contingent interest should reflect the amount of City funds contributed as
permanent financing to a project and should be modified by any additional funds
contributed during the loan term, such as capital contributions approved by the City
or sponsor subsidy necessary to cover operating losses. For example. if City funds are
50% of total project costs, the City should receive 50% of proceeds remaining after
repayment of project debt (but not including contingent interest owing to other project
lenders).

7. Prepayment Premium
If a sponsor repays the City loan (principal plus the greater of interest or contingent
interest) during the first 15 years of the loan term, a prepayment premium shall also
be due.

The prepayment premium shall be 50% of the original loan principal if the loan is
repaid during the first five years of the loan term. The prepayment will decline by 5%
per year in years 6 through 15. There will be no prepayment premium after 15 years.

Prepayment premiums shall not be due in the event of involuntary prepayment, due to
casualty or condemnation.

8. Loan Term Extension

At the end of a loan term, sponsors will be encouraged to extend the loan term and
continue to defer all repayment requirements. If the loan term is extended for a total
of 75 years, loan principal and contingent interest will be forgiven at the end of the
75th year.

9. Use of Funds Owing to the City

Sale of projects during the loan term requires City consent. If a nonprofit-sponsored
project is sold during the loan term, the nonprofit sponsor should have the first
opportunity to reuse all funds owed to the City for low-income housing. The
replacement project must be consistent with then current City low-income housing
policies and appropriate project selection criteria, and be approved by DHHS.

Loan funds returned to the City will be deposited in the Low-Income Housing Fund.
Funds will not necessarily be reallocated to the Levy program from which they were
committed. Except for funds reused by a project sponsor as described above, funds
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returned from all Levy programs will be reallocated by DHHS to low-income housing
projects according to priorities established in the current Administrative and Financial
Plan or appropriate City policy plans as determined by DHHS.

10.  Additional Project Subsidies

At the end of the loan term and at the borrower's request any time during the loan
term, the City and the borrower should review the status of a project and evaluate its
continued feasibility. The City recognizes that a capital subsidy may be needed to

. sure the continued life of the project. If capital and operating subsidies necessary to
maintain project viability are not available, the City and the borrower should in good
faith use their best efforts to jointly develop strategies to maintain affordability and
project viability. Remedies to maintain project viability may include additional City.
other public, or private resources, as well as City-approved adjustments in rent levels
or number of project units that must remain low-income.

11.  Property Standards
Project sponsors will be required to provide well-maintained and well-managed
housing. Loan conditions will require sufficient replacement and operating reserves to
help ensure projects are well maintained and managed.

12. Non-Recourse

Loans shall be made on a non-recourse basis, with the City's remedy limited to its

security in the project, project rents, and project reserves, except in cases of fraud,

waste or other circumstances determined by the DHHS Director to justify recourse
against the sponsor.

13.  Leases
Site control through ownership of property is preferred to site control through a long-
term lease except in cases where the lessor and lessee agree to accept the loan
conditions described above. Projects involving a lease where lessor and lessee do not
both accept these terms and conditions will be permitted only if the project represents
a unusual cost-effective opportunity or furthers other community development
objectives. Project sponsors wiil be required to provide well-maintained and well
managed housing.

The following conditions will apply to leased properties where the owner does not
agree to accept the normal loan terms and conditions above:
e Repayment

Loans involving leases must be structured to provide for repayment over the
life of the lease, subject to normal loan forgiveness provisions. The DHHS
Director may modify the normal repayment terms, as appropriate, by requiring

FADOCS\LEVY\ADMINPLN\96PLANS\A&FCNCL2 DOC 25

*30110N

*INIWNJ0Q 3HL 40 ALITVAD 3HL OL 3nQ SI LI
3HL 41

ID110N SIHL NVHL ¥v31D $S31 SI 3Wvdd SIHL NI LIN3WNJ0Q

ra

o



different terms from or in addition to those generally specified by this
Administrative and Financial Plan.

e Construction standard
Projects must meet construction standards appropriate for and consistent with
the length of the lease term. Replacement reserves should be sufficient to
maintain decent, safe, and sanitary housing during the lease term.
Replacement reserve funds remaining at the end of the lease term should be
used in other low-income housing projects.

e Sponsor equity
Project sponsors must contribute equity to the project. DHHS will establish
the appropriate requirement for each project.

e [Interest rate
Maximum of 3% for nonprofit or for-profit sponsors. The interest rate may be
lowered to a rate not less than 1% if necessary to provide rents affordable to
extremely low-income households.

® Lease term

Minimum lease term is 25 years with preference for longer terms when
feasible. The lease term must exceed the City loan term by at least six months.

e Security

Security for the City loan should be appropriate w protect the City's interest in
repayment of the loan.

e Percentage of Levy funds available for leased projects

Up to 10% of 1996 - 1997 - 1998 program funds is available for projects that
are subject to lease provisions.

14.  Special Needs Projects
It is likely that sponsors may change the special needs or target population group
being served in a project sometime during the 40-year loan term. If an event occurs
requiring a change in population group served, sponsors of special needs projects will
first be required to serve another special needs population approved by the City. If
that is not feasible or appropriate, a general low-income population must be served.

15. Mixed-Income Program Component
Up to 10% of 1996 - 1997 - 1998 program funds is available for mixed-income
projects consistent with loan terms outlined below. All program requirements
included in the 1996 - 1997 - 1998 Administrative and Financial Plan, except as
modified below, shall apply. Other projects may involve units in mixed-income
buildings, but not on the terms below.
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LOAN TERMS TO BE DEVELOPED AND INSERTED

16.  Use of Levy Projects as Security for Other Low-Income
Projects
Sponsors may use Levy-funded projects as security for other low-income housing
projects if spuasors can demonstrate that using a Levy-funded project as security for
another project will not jeopardize the viability of the Levy-funded projects.

L WMBE UTILIZATION
Women and minority business enterprise (WMBE) utilization shall be required for all
Rental Production Program projects in accordance with the City's WMBE policy (Seattle
Municipal Code 20.46A --Women's and Min- ity Business Enterprise Utilization
Ordinance) except as follows.

WMBE set-asides do not apply to the Mixed-Income component because Levy funds will
be used for permanent rather than construction financing; however, affirmative efforts to
use WMBEs shall be required.

J. LEVERAGING
A goal of the Levy is to leverage non-City resources for capital, operating, and supportive
services whenever possible. Project sponsors are encouraged to combine Levy funds with
resources from federal and State programs, e.g., McKinney Homeless Assistance Act,
State Housing Trust Fund. Leveraging of foundation and grant funds, and owner equity
are strongly encouraged. Sponsors are encouraged to consider Levy funds as matching
funds for other fund sources.

Lower rents are a mere important consideration than leveraging private bank financing
which requires debt service. Leveraging debt financing is particularly encouraged and
expected when project subsidies (Section 8, etc.) are sufficient to allow debt financing.

In the project selection process, projects will be evaluated on the extent to which non-
City funds are included while, at the same time, affordable rents are maintained for low-
income households. The amount of Levy funds in a project can exceed other funds to help
reduce project rents.

In cases where sponsors request 100% Levy funding for a project, the sponsor will be
required to explain why other public and private funds were not leveraged. Sponsors will
have to demonstrate consideration and/or pursuit of other non-City resources and explain
why Levy funds are critical for project success. Projects may be approved contingent on
sponsor application for funding from appropriate non-City. public fund sources that may
reduce the need for Levy funds.

Use of the low-income housing tax credit and historic preservation tax credit programs
will be encouraged whenever possible. In general, project equity available as a result of
participation in a tax credit program after a reasonable allowance for the costs of
obtaining such equity shall be used to reduce the City's share of project funding. The
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DHHS Director may allow a portion of the equity funding from tax credits to reduce the
other funding sources' shares of project financing or be used to subsidize operating
expenses of special needs projects.

K. RELOCATION AND DISPLACEMENT
In general, the City will not assist projects which result in the permanent displacement of
low-income tenants. In limited cases, such as when reconfiguration reduces the number of
units in a project, the City recognizes that permanent displacement may occur. In such
cases, the applicable City. State and/or federal relocation guidelines shall apply.

Sponsors are strongly encouraged to consult DHHS as soon as possible for information
regarding relocation when they are considering acquisition and/or rehabilitation of an
occupied building. Even in projects where tenants will not be temporarily relocated,
sponsors will be required to provide appropriate notification of acquisition/rehabilitation
plans to existing tenants .

L. MANAGEMENT PLAN
Good management is critical to the overall success of projects. Project sponsors will be
required to submit a management plan to DHHS for approval. Management plans should
include the following:

03 The occupancy standard (minimum and maximum number of perscis for cach type of
unit) for the project.

Rent collection policies and procedures for dealing with late payments of rent and
damage to units.

Description of management philosophy and experience serving proposed client
population.

Identification of key staff position(s) both on and off-site involved in managing the
building including a description of staff responsibilities, previous experience, and
program for staff training.

Description of process for determining rent increase, and for irforming tenants of rent
increases.

Description of procedures for dealing with late payment of rent and damage to units.
Policies for making budget adjustments including expenditures of operating reserves.
Description of long-term maintenance plan, including a schedule for both exterior and
interior maintenance of the building.

Description of building security and emergency plan.

Description of the tenant screening and selection process.

Plan describing how vacant units will be filled.

Commitment to the City's Just Cause Eviction Ordinance.

Referral process from programs serving households who are homeless.

Affirmative Marketing Plan -- plan must include marketing methods designed to
reach tenants who are persons of color.

Q a Q
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03 Because a subsiantial number of persons who are homeless are persons of color, it
will be important for proposals serving people who are homeless to demonstrate
sponsor understanding of the need to serve tenants who are persons of color and
efforts to be taken to ensure persons of color are served appropriately.

O Description of ongoing community education and involvement strategy, including
steps that would be taken to address complaints or issues raised by tenants and
neighbors about the building or tenants.

O Copy of leases or rental agreements to be used.

O Description of the process for determining rent increases, and for informing tenants of
rent increases.

O Policies for making budget adjustments including expenditure of operating reserves.

Management plans for special needs housing, transitional housing, or other housing
requesting support services funding should also include the following information:

03 Description of service support program to be provided to tenant households.

0 Description of process for selecting/referring homeless households living in
emergency shelters to the transitional housing project.

Demonstration that adequate funding is available for the service support program
component.

Identification of key staff responsible for coordinating or providing supportive
services.

If different agencies are responsible for managing the housing units and the
supportive services program, description of relationship between agencies and copies
of written agreements between the agencies.

Involvement of tenants in project governance.

Description of performance or outcome measures.

 a Q

aaQ

M. PROJECT SELECTION

Project sponsors will submit proposals to DHHS in response to a general Notice of
Funding Availability (NOFA) or a Request for Qualifications (RFQ). DHHS will publish
a NOFA at the beginning of each year; it will describe when applications may be
submitted and outline application requirements.

Proposal requirements for DHHS' project selection processes will be outlined in funding
announcements which will reflect the Levy plan policies and requirements. Funding
announcements will reflect the City's highest priority, which is to provide housing at rents
affordable to low, very low, and extremely low-income households while maintaining
sufficient project income to provide for maintenance and operation of the housing.
Projects for Housing Levy Trust Fund subsidies will be selected within these project
selection processes.

A Notice of Funding Availability (NOFA) will be issued by DHHS at the beginning of
each year. The NOFA will include Levy plan policies, requirements, and City funding
priorities and goals. All applications must include information requested in the NOFA.
The NOFA will describe how often during the year that proposals will be accepted.
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All applicants must attend a project pre-application conference with DHHS staff prior to
submitting an application for funding, consistent with requirements outlined in NOFAs
issued by DHHS. Generally proposals will be reviewed by a Review Team made up of
DHHS staff and may include community members with service, development, design,
and finance expertise, as appropriate. In appropriate circumstances, as determined by
DHHS, staff from other City Departments may be included in review teams.

Funding recommendations will be prepared by staff and reviewed by the Levy Oversight
Committee. The Oversight Committee will review the project selection process for
consistency with the policies and requirements of this Plan. Final project selection
decisions will be made by the DHHS Director.

The review team will evaluate project feasibility based on the following:

O Rent levels;

O Length of low-income housing commitment;

O Location/Siting issues;

O3 Community notification and involvement (note: community involvement is an
important element of project success, but community support of a project will not be a
requirement of funding);

Cost per unit;

Leverage of other non-City funds;

Operating budget; development budget: supportive services budget:

Stability of funding for the project;

Experience of development team; experience of the sponsor (development,
ownership, housing management, supportive service delivery);

Scope of rehabilitation/construction, including a phased rehabilitation plan if work is
to be postponed;

Design appropriate fur tenant occupancy;

Tenant displacement;

Tenant relocation plan (if applicable);

Support services, if necessary and appropriate for proposed tenant population;
Target homeless population to be served (if applicable);

e segment of homeless group proposed to be served;

e level of need of target homeless population;

e impact on homelessness;

e suitability of proposed housing and supportive services to serve target population;
O Tenant involvement in management.

Q000 O QQoaa

N. PROJECT PROPOSAL REQUIREMENTS
DHHS will release Notice of Fund Availability (NOFA) and Request for Qualification
(RFQ) documents that outline specific project proposal requirements. Project sponsors
will be required to submit information on proposed projects that may include, but not be
limited to, the items below. Information will be requested from sponsors in a manner and
time appropriate to the specific type of project selection process.
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O Project description, including location, number of units, current rents, special

characteristics.

(3 Evidence demonstrating project sponsor experience:

e Development experience

e Ownership experience

e Management experience

e Experience serving proposed population.
Proposal should indicate who will carry out activities listed zbove and demonstrate
appropriate prior experience and capacity to carry out activities.

0 Experience of development team -- description of development team members and

their experience with the type of project proposed.

03 Construction description -- proposed rehabilitation/development plan including total

aa

Qo Q

scopeofwork,dcmiledcostesﬁmﬂa.dmwings,mpmumdevidemcofpeduign
conference with Department of Construction and Land Use (DCLU).

Development schedule -- timetable for development of the project.
Asbestos/hazardous materials survey -- a survey to identify the presence and amount
of asbestos and/or any other hazardous materials within the building or elsewhere on
site and a description of proposed abatement measures.

Development budget including acquisition, rehabilitation or new construction costs,
and any relocation costs.

Operating budget, including proposed rents and justificaticn for operating subsidy.
Fund sources -- description of all project fund sources including amounts and
evidence of funding commitments.

Tenant profile -- description of proposed and existing tenants, household size,
estimate and source of tenant income, discussion of the need for and extent of
relocation.

m Supportscrvices-budgetanddescﬁptionofallscrvicestobeprovidedonandoﬁ'

site as appropriate, for the tenant population to be served.

03 Evidence of site control - In addition to fee simple ownership, an option to purchase,

an earnest money agreement, a lease (or option to lease) with a minimum term of 25
years, will constitute site control. DHHS will consider projects where the underlying
ownership is through a real estate contract if the contract holder is willing to
subordinate his/her interest to the DHHS loan or if there is adequate provision for the
sponsor to discharge the underlying contract and obtain fee title.
Appraisal-anappraisedvaluebasedonthehighestandbestuscatdtctimeof
property acquisition will be used to assess whether or not a fair price is paid for land
or a building. Appraisals, or letter of opinion, will be ordered by DHHS, or may be
used if ordered by another project lending source acceptable to the City. Project
applicants should make acquisition offers subject to verification by appraisals
acceptable to the City.
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O Community notification -- description of results of community notification process
and any results at time of application and plans for additional notification activities.
Proposal must describe how community issues or concerns raised will be addressed.

O Zoning -- description of zoning exception required, if applicable (examples of zoning
exceptions: variance, special exception, design departure, conditional use). Zoning
exception approval not required at time of project application but will be required
prior to final loan commitment.

O Mixed-income projects proposed by private developer/owner --- description of
iinkage developed with an appropriate nonprofit agency that can assist in referring
and screening eligible low-income tenants to help make sure low-income units are
occupied by eligible tenants consistent with City occupancy requirements; the
nonprofit should also help ensure that annual reporting requirements are met.

In addition to information listed above, projects serving special needs populations will be
required to submit the following:

O Project description -- including description of housing and supportive services
program. Sponsor must describe homeless population to be served and demonstrate
how project will serve that population. Sponsor must demonstrate extent of homeless
"market” for proposed project and describe project's impact on homelessness.

M Evidence of site suitability - explanation why site is suitable for homeless group being
served.

0. REHABILITATION AND CONSTRUCTION REQUIREMENTS
The following rehiabilitation and construction requirements will apply unless otherwise
aoted. These requirements apply equally to both permanent and transitional housing
projects.

1. Rehabilitation Standards

Project sponsors will be expected to provide quality housing that will last for 20 to 40
years. Rehabilitation standards will be flexible to accommodate a wide variety of unit
and building types.

Buildings will be required at a minimum to meet health and safety requirements of
the Seattle Housing and Building Codes. Rehabilitation work will largely focus on
repair/replacement of major building systems necessary to insure viable long-term
housing. In addition, overall design of the project and proposed improvements must
be appropriate to tenants to be housed.

O Phased Rehabilitation
Phased rehabilitation refers to work items identified when a project is initially
inspected but postponed until a later date. Work which could be postponed includes
building components which have some remaining useful life or items like windows
which could be replaced over several years. Work which would cause previously
completed improvements to be redone cannot be phased.
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Phased rehabilitation will be considered provided that all work items identified at the
time a project is considered for funding and postponed until a future date have an
identified funding source. Project budgets must either be structured to allow sufficient
reserve funds to build up to pay for work postponed, or another source of funding
must be identified.

Project sponsors must present a phased rehabilitation plan to DHHS for approval. A
decision to phase rehabilitation will be made by DHHS within the context of a
complete building evaluation that includes a total scope of rehabilitation and a cost
for the entire project.

Complete plans for addressing project rehabilitation needs, based on thorough
building inspections, will be required when projects are considered for funding. Plans
must include work items to be accomplished immediately following project selection,
and those items proposed to be phased over time. All major work items generally
should be included at the time a project is funded.

Contracting Policies

All projects where cost ¢ construction work exceeds $25,000 will be bid
competitively; however, DHHS Director may approve a change in this requirement if
necessary to promote inclusion of levy-funded units in mixed-use and/or mixed-
income buildings, if necessary to meet federal McKinney Act program deadlines, or if
necessary because the DHHS Director determines that competitive bidding is not
practical. DHHS must approve contractor qualifications for projects prior to the start
of construction. Unqualified contractors will be rejected. Pre-qualification of
contractors will be allowed for purposes of establishing a defined list of qualified
contractors for competitive bidding.

Bids will be opened publicly. Bid openings will occur at a location to be determined
by applicants; bids can be opened at DHHS at the request of applicants.

Applicants, including nonprofit agencies and private owners, will in some cases be
able to manage their own construction projects with DHHS approval. Applicants will
be required to have had prior experience managing a construction project and to have
staff available to coordinate necessary work. In addition, the scope of work should
appropriately match the agency's self-contracting experience and staff expertise.

Construction contracts shall require compliance with the affirmative action provisions
applicable to contractors on City public works contracts, which include employment
goals of 20% women, 21% minority, and a 4.5% minority female sub-goal. In
addition, a 20% goal shall be considered for the hiring of economically disadvantaged
or Job Training Partnership Act (JTPA) eligible individuals so as to provide
opportunities to graduates of training programs and the unemployed. Hiring of people
who are homeless will be encouraged.

Wage Rates
State residential prevailing wage rates shall apply to the Levy’s Rental Productior

Program except for the Mixed-Income Component; wage rate requirements will appi:
to the entire building, regardless of the amount of Levy funding in the project. State
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residential prevailing wage rates shall be the minimum rates paid for project
construction. DHHS Director may approve a change in these requirements if
necessary to promote inclusion of levy funded units in mixed-income and/or mixed
use buildings. When federal funds are also used in a project, the higher of either the
State residential prevailing wage rates (unless modified as stated above) or Davis-
Bacon wage rates (if applicable under federal law) will apply.

O Apprenticeship Program Participation
Applicants are encouraged to require contractors to participate in State-approved
apprenticeship programs. Applicants who demonstrate to DHHS’s satisfaction that
requiring contractors to have previous experience with State-approved apprenticeship
programs would be beneficial for project development can also include that
requirement.

O Project Labor Agreements
Applicants who demonstrate to DHHS’s satisfaction that use of a project labor
agreement would be beneficial for project development may require a project labor

agreement.

2. New Construction Standards

Projects are to be constructed with a life expectancy of 40 years or longer. Project
components must meet or exceed all applicable local, state, and federal code
requirements. All work must meet or exceed industry standards for similar types of
work.

Funding will generallv not be available to pay for infrastructure improvements
imposed by City Departments in excess of what would be required for rehabilitation
projects. The standards for rehabilitation projects and new construction projects are
expected to be the same for low-income housing projects funded by the City.

Units financed through the Mixed-Income component will be reviewed by DHHS to
determine that the design and construction standards and materials will be the same
for both the low-income and market-rate units. Neither State prevailing wage rates
nor WMBE will apply since Levy funds will be used to finance completed units at the
end of construction.

P. PROJECT MONITORING
The DHHS Director shall require reporting from sponsors annually, or at any time upon
reasonable advance notice, containing information on the status of the project. Specific
requirements will be included in loan documents, and may generally include:

O Rent levels to insure compliance with program rent requirements;
O Affirmative marketing efforts undertaken;

O Tenant characteristics and income;

O Status of reserve accounts.
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Q. AFFIRMATIVE MARKETING
Both nonprofit and for-profit sponsors receiving Levy program loan assistance will be
required to affirmatively market vacant units. Sponsors must use marketing methods
designed to reach persons of color. In addition, owners are strongly encouraged to inform
providers of emergency shelters and transitional housing about their projects and to
promote access to households ready to move into permanent housing. Owners will be
required to maintain records of their affirmative marketing efforts and to report annually
to DHHS on those efforts.

Sponsors of transitional housing will be required to develop processes to assure that
homeless individuals or families coming out of emergency shelters have equal access to
transitional housing projects.
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P=RATING AND MAINTENANCE TRUST
FUND PROGRAM

. PROGRAM OBJECTIVES

The 1995 Housing Levy passed by Seattle voters included an $8,751,000 Operating and
Maintenance Trust Fund. The fund was included in the Levy to ensure that a portion of
the rental production program housing was affordable to extremely low-income
households (households with incomes at or below 30 percent of median income).

TBeOpemﬁngandMaintenancchstFundbuildsuponﬂwmmofﬂwOmdMFund
in the 1986 Housing levy. The Levy’s authorizing ordinance specifically states that the
Operating and Maintenance Trust Fund will be used to fill gaps between eligible
operating costs and rental income. Specific eligible operating costs identified include:

O project management

O utilities

O property taxes

O operating and .naintenance reserves

3 contract services related to project support.

The authorizing ordinance charged the Department of Housing and Human Services with
the responsibility of administering the overall Levy, including the Operating and
Maintenance Trust Fund. Fund administration will be financed from the Operating and
Maintenance Trust Fund.

. PROGRAM FOCUS

The Department of Housing and Human Services will be seeking funding proposals for
multi-unit housing upon the City Council’s approval of the Administration and Finance
Plan. It is estimated that approximately $190,000 to $200,000 of Operating and
Maintenance Trust fund subsidy will be available between 1997 -1998 to organizations
providing low income housing. These funds are expected to support between six to eight

different housing projects, with an average operating and maintenance subsidy of $20,000
to $25,000.

City Council Resolution 29165 stated that Operating and Maintenance Trust Funds will
be targeted to projects serving youth and victims of domestic violence. These projects
will be emphasized for operating fund support during the project review process.

Projects serving other populations meeting income and rental production program
guidelines will also be considered for support.

No more than one-third of funding will be available to provide “special support™ for
special needs housing projects. “Special support™ includes project management expenses
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beyond what a traditional housing project would require, or contract services relating to
project support.
To administer the Operating and Maintenance Trust Fund during these years DHHS will

utilize 5% of each year’s O and M allocation. DHHS anticipates the following amounts
for 1997 and 1998.

YEAR ADMINISTRATIVE COST
DT ;s AN R AR S AR S BRI $5,000
. TS ———— $9,600

. PROGRAM POLICIES

A. ELIGIBLE PROJECTS
Projects developed through the Levy that provide housing to extremely low-income
households (at or below 30 percent of median income) are eligible to receive Operating
and Maintenance Trust Fund subsidy. Private owners and developers as well as all types
of nonprofit agencies, including SHA and Public Development Authorities.

B. ELIGIBLE HOUSEHOLDS

There are two qualifications that must be met for a project to receive subsidy with respect
to a household. First, the household’s income must be equal to or less than 30 percent of
area median income (as adjusted for family size). Secondly, the project’s operating costs
per unit must be more than 35 percent of the household’s adjusted gross income.
Sponsors are required to certify that households subsidized by the Trust Fund meet the
eligibility guidelines.

C.  FUNDING LIMITS

In order to provide opportunities for as many projects as possible to be funded over the
life of the levy, maximum funding of $75,000 per project will be used in the 1996-1998
period. The DHHS Director may approve raising this limit for a project if he or she
determines it is necessary to help a project meet the City’s housing goals as described in
Levy policies and the Consolidated Plan.

D. DEVELOPMENT STANDARDS
Projects must provide quality housing with a minimum life of 20 years for rehabilitation
projects, and 40 years for new construction projects. Rehabilitation should minimize
ongoing maintenance and utility costs. Phased rehabilitation is allowable if completion
can be guaranteed and there is a funding source for the work other that the Trust Fund.
All buildings are required to meet applicable zoning and building codes.

E. RENTS

Rents will be based on a sliding scale. Eligible households pay approximately 35 percent
of their income for rent and any tenant-paid utilities associated with a project. Rents in
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projects which receive funds under the McKinney Act are determined in accordance with
section 3 (a) of the 1937 Housing Act (i.e. 30 percent of income for rent and utilities).
Income is to be reviewed annually and rental payments may be adjusted by the sponsor. If
a household’s income changes prior to the annual review (due to loss of a job, addition of
a household member, death of a household member, etc.), rents can be adjusted.

Some households may have little or no income when first moving into levy housing. In
these instances, the minimum rent may be waived or reduced until the household
qualifies for public assistance or becomes employed. The decision to provide the greater
subsidy and for how long is determined when Trust Fund subsidy is applied for and may
be reevaluated at the time of occupancy. At the annual review, the subsidy amount may
be adjusted if it is found that tenants are able to pay rent earlier than projected.

18 Adjustments to Gross Income

When determining rents, two adjustments to a household’s gross income may be made.
For a household having medical expenses in excess of three percent of their annual
income, gross income can be adjusted by the amount in excess of three percent. These
expenses can also include non-medical expenses for the assistance and care of household
members who are handicapped or disabled.

Another allowable deduction is the amount for child care (for children under 13 years of
age) when it is necessary for the employment of an adult household member, or for his or
her further education. The estimated cost of care can be deducted from gross income. The
amount must reflect the reasonable cost of care and cannot exceed household income.

2. Non-Subsidized Units

When a household subsidized by the Trust Fund has an increase in income greater than
30 percent of the area median income, the unit is no longer eligible to receive subsidy. At
the annual review, subsidy would be discontinued. The household may have an
adjustment to its rent depending on the project’s current operating expenses.

3 Tenant-Paid Utilities
When utilities are separately metered, sponsors are required to annually calculate the
estimated cost for tenant-paid utilities. The estimate is to reflect a reasonable usage
amount for each type of unit. The annual estimated cost is to be divided by 12 to
determine a monthly average amount. This amount would be subtracted from the total
tenant payment to produce the monthly rent the tenant would pay the sponsor. In this

situation, tenants would be responsibie for paying their utilities directly, regardless of the
amount.

F. MANAGEMENT PLAN

O A management plan is required for each application for Trust Fund subsidy. The plan
must be consistent with the intent of the Levy and adhere to local laws and

38

3HL 0L 3NG S! LI
IN 342 41 *30110N

*ANIWNJ0G 3HL 40 ALITVAD

ID110N STHL NVHL ¥¥31D S$S31 SI 3Wvdd SIHL NI

Ny

. 4



regulations. The elements of the plan are listed in Section L of the Rental Production
Program portion of this Plan.

| G. MAINTENANCE PLAN
Each project must have a maintenance plan that describes how the building will be
maintained. it should describe the acceptable condition for each room (living room, :
bathroom, kitchen, bedroor), common space (hallways, stairs, lobby), building systems
(heating and plumbing). and building exterior (roof, walls, foundation, chimney). It

should also include a schedule for both exterior and interior maintenance of the building. _!‘
For example, maintenance standards for interior stairs could be that the stairs have lights §
that work, and the railings be safe and in good condition. The plan must also describe .
how long term maintenance will be accomplished. ‘;

3L 41

H. OPERATING BUDGET AND USE OF FUNDS
Anopemﬁngbudgethnﬂxemquhedfomﬂmustbcmbmiuedwithuchappliaﬁmfm
subsidy. For the annual review, an actual financial statement for the previous year and a
proposed operating budget for the following year will be required. The budget must be
based on the City’s fiscal year which begins January 1.

Eligible uses of subsidy include costs for:

O Support service costs directly related to serving persons in the building funded,
including, but not limited to: contract services and on site staff supporting projects
related to project support, counseling staff, crisis management staff, case management
services, resident manager, service coordination and support, and housing
management.

(3 On-site salaries and benefits including all personnel costs directly associated with
operating the building.

0O Off-site management inc'uding overhead and personnel costs that are necessary to
operate the building but are not located at the site.

(3 The cost of a financial audit. An audit will be required for each project with a Trust
Fund subsidy of $25,000 or more. The audit must be obtained by the sponsor. The
audit must verify that the Trust Fund subsidized eligible expenses and that actual
expenditures correspond to the project’s approved operating budget. Projects with a
Trust Fund subsidy of less than $25,000 are required to submit a year end financial
statement.

) Administrative expenses such as legal, advertising and marketing, insurance,
collection loss, property and personal property taxes.

03 On-going maintenance expenses such as materials, janitorial supplies, maintenance
contracts, security, and other maintenance expenses.

O Long-term maintenance, i.., repairs to or replacement of building systems and
components such as repla~ing worn out appliances and fixtures, repainting uniis and ? i
buildings, replacing floor coverings, doing major repairs to plumbing and heating -
systems, re-roofing buildings, and other long-term maintenance needs. 1

O Project paid utilities

ng SI 1l
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O Maintenance Reserve additions, which are funds set aside monthly by sponsors for
future long-term maintenance. The amount added to the reserve will be based on the
calculation in Maintenance Reserve Worksheet. The worksheet will be required with
each application for Trust Fund subsidy.

Operating reserve additions budgeted each year to cover unforeseen operating costs.
The amount is to be 2.5 percent of all expenses except long-term maintenance. The
reserve will be allowed to accumulate untii the amount is equal to 50 percent of a
year’s budget for operating costs. The operating reserve may also be used to pay for
work which can not be entirely funded by the maintenance reserve. As part of the
management plan, each sponsor must provide their policy, including procedures and
eligible costs, for how operating reserve funds may be spent.

The Trust Fund will not subsidize debt service (including interest).

l PROJECT SELECTION
In response to a Notice of Funding Availability (NOFA), sponsors will submit proposals
for Trust Fund subsidy along with their application for capital funuing. Proposal
requirements for the Trust Fund will be included in the NOFA.

The project review process considers the following project characteristics:

The reasonableness of the proposed operating budget;

The amount of operating support funds leveraged by the project;

" he adequacy of the management plan for tne proposed tenant population and
Yuilding, and the experience of the sponsor;

The scope of rehabilitation and whether the work minimizes operating expenses
The adequacy of the maintenance pian in maintaining the Suilding and preventing
long-term maintenance problems; and

The commitment and reasonableness of support services, if necessary, for the
proposed tenant population.

Q OO0 aaQaQ

J. SUBSIDY TERM
The Department of ¥ ousing and Human Services will make a conditional five year
commitment for Operating and Maintenance Trust Fund subsidy, with a five year renewal
option, to provide subsidies to projects which have been approved. The five year renewal
option is subject to the capacity of the Trust Fund to support the units then under
managemeut. Projects funded will receive a maximum of twenty years of support.

If during the commitment term the Trust Fund is depleted and cannot provide subsidies to
make the units affordable to extremely low-income households, the sponsor can rent the
units to any very low-income household who can pay an affordable rent. The sponsor
r2ast prepare a plan ecceptable to the City before it can do so. The plan must give
preference to the lowesi income households who can pay such rents.
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If the sponsor determines that it is no longer economically feasible to rent units to low-
income households, and no other subsidies are available, the sponsor 2ad the City shall

jointly develop a plan for operation of the housing.

K. ANNUAL REVIEWS
DHHS will conduct financial, management, operations, and maintenance reviews of
projects receiving subsidy each year. DHHS will also review the project and determine
the subsidy amount for the following year. For the annual review, the sponsor must
provide:
3 An actual financial statememfortheprojectcompmedwiﬂnheoperatingbudget
O The existing tenant profile including rental amounts charged and tenant income.
(3 Phased rehabilitation work planned for the next year, if any, and the source of funds
for the work.
03 Long-term maintenance work planned for the next year, if any.
) Examination of services outcomes.
J3 An operating budget for the next year with the projected monthly rent-up schedule.
O3 A narrative report explaining how the subsidy received in the prior year and the
subsidy requested for the next year will allow the sponsor to meet its subsidy goal for
extremely low-income households.

L SUBSIDY PAYMENTS AND ADJUSTMENTS
Subsidy will be paid to projects on a quarterly basis. The amount and the conditions for
providing subsidy will be negotiated between DHHS and the sponsor, and established in
an annual contract amendment. The amount of subsidy paid each quarter will depend on
the operating budget and can not exceed the approved annual amount. Sponsors will be
required to provide quarterly financial reports.

Adjustments to the subsidy amounts prior to the annuai review will only be made when it
is determined by DHHS to be reasonable due to unforeseen circumstances. For example,
if a sponsor had tenants with incomes much lower than expected, and adjustme:.t to the
subsidy amount may be made. Likewise, if expenses like insurance or utilities take a
sudden and dramatic jump, an adjustment to the subsidy amount may be made.

If the need for additional subsidy is due to overestimating the rental income schedule,
then the sponsor may be required to provide a new marketing plan and rent-up schedule
when requesting a subsidy adjustment. A project which is showing a surplus may be
required to make additional contributions to its Operating and Maintenance Reserves, or
if those reserve balances are deemed adequate, its subsidy might be adjusted down until
the project’s cash flow requires tie full subsidy again.
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MEMORANDUM
pEconeEND ﬁhap
_ AUG 0 5 1996

TO: The Honorable Jan Drago, President

Seattle City Council
VIA: Tom Tierney, Director

Office of Management and Planning

't ! .

FROM: Venerria L. Knox, Director N U Lagt o=

Department of Housing and Human Services

DATE: August 2, 1996

SUBJECT: Legislation Adopting the 1996 - 1997 - 1998 Housing Levy
Administrative and Financial Plan

Housing L.vy Ordinance 117711 required that an Administrative and
Financial Plan be developed and approved by City Council before 1995
Housing Levy funds can begin to be allocated to specific projects. The
plan has been prepared by DHHS through a process that provided
opportunity for nonprofits and others with a stake in the new levy to
comment and offer suggestions.

The plan has been reviewed by the Housing Levy Oversight Committee. It
incorporates all of the Committee’s recommendations; the Committee
voted at its July 30 meeting to recommend the plan’s adoption to City
Council.

The plan provides an excellent policy foundation for the new levy. We are
delighted to now be moving into the implementation phase of levy
development. If you have any questions, please contact Rick Hooper at 4-
0338 or Julie Nelson at 4-0510.

VLK/RH/dc
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4
EXHIBIT A 4

1995 SEATTLE HOUSING LEVY

ADMINISTRATIVE
A D '
FINANCIAL PLAN

Program Xears: 1996, 1997, 1998

August 9, 1996
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INTRODUCTION g o

he 1995 Seattle Housing Levy is a $59.211 million program designed 6 produce and

preserve a minimum of 1,360 units for low- and extremely-low-incgfne households.
Levy programs include homeowner rehabilitation, home bver assistagfce, rental
production and an operating and maintenance trust fund. The levy wés approved by
Seattle voters in November, 1995, as a program funded by propeg¥ tax levies for seven
years, from 1996 through 2002. The Department of Housing and Human Services
(DHHS) will administer all 1995 Seattle Housing Levy proggfms.

Ordinance 117711, passed by City Council on July 10, 1995, adopted an Affordable

Housing Finance Plan, placed the levy on the November/aliot and directed the
Department of Housing and Human Services (DHHS) b prepare an Administrative and
Financial (A and F) Plan covering all Levy programg/beginning in 1996. The Plan must

be approved by City Council and updated every tw# years. Because the 1996 Plan is
being adopted in third quarter, 1996, the 1996 Plgh will run through 1998; the next Plan

will begin in January, 1999. The Plan was deveJbped by DHHS using working groups
including internal staff and community membérs, and was reviewed, revised and
approved by the Housing Levy Oversight C#mmittee.

Ordinance 117711 requires A and F Plangto include:

O Criteria for evaluating and selecting/projects;

O Guidelines for loans or grants;

O Requirements for project sponsgfs;

O Progress and performance repgfts on ongoing projects; this section to be included in
future plans;

O Program reviews to ensure jfiat levy funds are used for their stated purposes; and

O Financial budgets for eachflevy program.

This information is incorpogfated into the program area chapters. Also included ifi the A

and F Plan are guiding prificiples, program administration information and an
appropriation plan.
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GUIDING PRINCIPLES

he following principles have been developed by the Housing Levy Ove:
Committee to guide program planning and - '~mentation for the 199
Levy:

(1) Levy programs will be designed and implemented in accord
Comprehensive Plan core values.

in priority order). Levy programs will be designed ang/implemented in accordance
with these core values.

(2) Levy programs will be designed and impleme

Factors influencing the long term success of pgbgrams vary by program type. The
following factors cut across many of the levyfprogram areas to ensure the long-term

' meet emerging community needs.
on working families with children who need
isabilities who need housing and service support to

omestic violence. Operations and maintenance services
funding will be initially tagBeted to projects serving youth and victims of domestic
violence.
Community housing ngffeds will be assessed every two years as the Housing Levy
Administrative and Bifna i

advantage of leveraging opportunities is important in order to:

® Attract and use all available federal, state, and private resources to produce and
maintain the greatest number of units possible; and
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e Augment Operating and Maintenance Trust Fund resources to enable the
maximum number of households with incomes at or below 37% of median to be
served over time.

In addition to utilizing existing sources of leverage, new sources of

sought throughout the levy development period.
(5) Consider levy cash flow issues in developing the Housing Admivistrative

and Financisl Plan.

Levy cash flow considerations will be evaluated in deve

Administrative and Financial Plan.

(6) Levy programs will be planned and implemented
administrative efficiency and reduce costs.
Administrative costs should be held to the minim
adequately carry out necessary administrative
program expenditures in ways that achieve
administrative costs, will be a high priority.

(7) Levy programs will be developed in way
development costs with costs associateg/ with public funding goals.

the Housing Levy and
that stress the City’s

Ievel to enable DHHS to

Levy program administrators and housjfig developers will continuously consider and
implement ways to reduce total develgpment costs, while recognizing and affirming
that certain public values (such as Ighig-term durability, energy efficiency, and fitting

objective of keeping costs as lo

collaborations b n pmject sponsors and affected community groups/residents.
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PROGRAM ADMINISTRATION

Section8of0rdinance 117711 identifies the City’s Department of Hoping and
HumanServices(DHHS)asadnﬁnistmtoroflcvypromls.Tbe PJOusing Levy
included $3,084,000 for administration, 5.2% of total levy funding. Jhis funding
intendedtopcrmitDm{Stoadnﬁnisterthclcvy’sthreecapital prg€rams. Administrative
ﬁmdingfortheOperaﬁngandMaintenanae(OandM)TmstF 1 Program will come
from Trust Fund interest earnings, consistent with administrag#n of the 1986 Housing
Levy’s O and M Trust Fund Program.

Resolution 29165 was adopted by City Council on July Jf7, 1995, and provided further
intent regarding administration of the new levy’s Renyfll Production Program. For that
program, only 3% of total levy program funding (og0% of total administrative funding
available for the Rental Production Program) will/é “automatically granted” to DHHS
for administration. The remaining 2% (or 40% ¢f total administrative funding) requires
“authority expressly granted by ordinance by phe City Council.”

Resolution 29165 directed DHHS to examig its multifamily project administrative
“system” and identify areas for improvem 'nt and greater efficiency. Washington
Community Development Loan Fund stgff were hired to facilitate a procese that included
extensive involvement by nonprofit orghnizz ions. The process began in October 1995,
and concluded in June 1996. A final rfpc was published in late June that contains over

60 recommendations. DHHS e 'thebudgetimplicaﬁonsofthechmgesinmy:
DHHS estimates the full 5% includ d in the Rental Production Program for
administration will be required to fdminis the 1995 Levy Program. The rental

programs in the 1986 Housing required approximately 8% for administration: 5% in
levy funds and 3% in supplemefital CDBG funding. Administration of the 1995 Levy will
not require supplemental CDBYG funding. This will be achieved by a 25% reduction in
st2fF capacity.

s
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able 1 shows the anticipated Appropriation plan for the egyf

Production Program expects to allocate its entire first ygffir program amount in 1996.
The other two capital programs will begin their first full ygfr allocation process in 1997.
An inflation factor has been built into the model; the anghial allocations for the three
capital programs increase by 3% each year.

The need for administrative funding does not begindintil 1997. Funding the Operating
and Maintenance Trust Fund begins in 1996, and X is expected to be fully capitalized in
2001. Until the Trust Fund is fully capitalized, gty unused funding at year end from the
other programs, as well as all interest earningg{ will go into the Trust Fund to speed up
capitalization.

Levy Interest Earnings: Once the Trust Jfund is capitalized, it 1s expected that interest
will accrue on unexpended levy funds. 4 plan for interest earnings will be included in
future Administrative and Financial Plins. For the 1996 through 1998 time period, any

interest earnings will go into the Opgfating and Maintenance Trust Fund.
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TABLE 1
1995 HOUSING LEVY APPROPRIATION PLAN

FUNDS AVAILABLE: 1996 1997 1998 1999 2000 2001
TOTAL: $59.211,000 $8,458,714 $8,458,714 $8,458,714 $8,458,714 $8,458,714 $8,458,714
[ProGRAM: 1997 1998 1999
HOMEOWNER CAPITAL $190, $392,108 $403,871 $415,987
REHABILITATION [ADMIN $0 $25.473 $26,237
SUBTOTAL $190,343 $416,839 $442,224
HOME CAPITAL %0 $380,687 $392,1 $403,871
BUYER [ADMIN $0 $24,731 $25,473 )
SUBTOTAL $0 $405.418 $417,581 $430,108
RENTAL CAPITAL $5,421,495 $5,584,141 $5,751,665 $5,924,214
ADMIN $0 $344.552 $354,889 $365,535
SUBTOTAL $5421495| 35926693 | 96108554 |  $6.289.749 |
oam
R
[FUND FUND $2,846,876 $1,707,764 $1,505,236 $1,296,632
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REHABILITATION PROG
ingle family homeowner rehabilitation is one of the four prograffi areas covered by
Seattle’s 1996 Low-Income Housing Levy. Over 12,000 veryffow-income, including
elderly, homeowners may need some form of assistance in repgifing their homes. Many
of these homeowners are on fixed incomes and do not qualifyffor traditional mortgages

with which to make critical home repairs. Also many of thege homcowners need more
complete explanation of assisted living alternatives. The allocates $2,917,000 to
single family rehabilitation over its lifetime. The goal igfto help 33 single-family
homeowners repair their homes in 1997.

.  PROGRAM OBJECTIVES

The following general program objectives guid# the single family homeowner
rehabilitation program:

O Annually provide 23 traditional Rehabjfitation and Emergency Assistance for City

Homeowners (REACH) loans to qualjfying homeowners;

O Provide 10 REACH loans in a pilot frogram to qualifying homeowners who want to
share their home with another unrgfated person or family;

O Promote and preserve home owngfrship which ccntributes to the stability of families

and neighborhoods; helps presefve the physical condition of residential properties and
addresses the shortage of safe fSanitary, affordable housing by maintaining and
enhancing the supply of ownfr-occupied housing;

Rehabilitate owner occupiefl homes which encourages the most efficient use of the
City's existing hou.ing stgtk;

Create innovative living gptions which allow homeowners to remain in their homes
and reduces their potengfal of homelessness;

Provide financial assigfance to homeowners who don’t qualify for traditional
mortg.ges because offtheir very low incomes;

Make all Levy sing}f family homeowner rehabilitation loans to people with incomes
of less than 50 pegfent of the area’s median income as determined by the U.S.
Department of Hfusing and Urban Development (HUD).

Il. PROGHAM FOCUS

From 1996 thrgligh 1998 $1,036,526 will be available for the single family homeowner
rehabilitation®program including program administration. There are two program
components. First, $482 451 will be provided for loans under the current REACH
program in 1996 and 1997. .'hese funds will help approximately 23 homeowners
annually. Second, $100,000 will be available for REACH loans to homeowners who want
to share their home with another unrelated person or family. These funds will be available

Q@ O a G
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in 1997 and depending on the success of this pilot home sharing program, the funding
may be increased to $200,000 in 1998. If the pilot home sharing program is not
successful, then the funds will be used for additional REACH loans.

ll. PROGRAM POLICIES

The Single Family Homeowner Rehabilitation program will be i in
accordance with REACH Program Policies.
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HOME BUYER ASSISTANCE PROGRAM |

Thc 1995 Housing Levy included a Home Buyer Assistance Prograg which had not
been in previous Housing Levies. The purpose of this program i 0 assist low-
income families in becoming home owners. A total of $2,917,000 gf Levy funding was
allocated for the Home Buyer Assistance Program, not including/dministration. A goal
of assisting 139 low-income households to become homeowngfs through participation in
this program withir the first seven years of the Levy has begff established. The program
will be established as a revolving loan fund, so new loans £an be made as loan payments
are made. These initial funds are to be expended evenly #ver the first seven years of the
Levy development program.

DHHS staff will continue their work with the staff gf the Neighborhood Planning Office
(NPO) to coordinate the Levy Program Planning hd Implementation with the different
neighborhood planning processes. Information be provided to neighborhood groups
upon request and information about the Levy frog! ms will be included in the Housing
Options Program and the Housing Work Be DHHS staff will continue their regularly
scheduled meetings with NPO staff througlout the program planning and implementation
of the Levy funded programs.

. PROGRAM OBJEC S

The following general program objfctives will guide the implementation of the Home
Buyer Assistance Program:

O Provide down-payment assigtance to eligible borrowers to help them become
homeowners in Seattle.

O Help maintain and expan/ the affordable housing capacity in the City, particularly
within the Special Objeftive Areas (SOAs), by supporting the development of new
housing and the renovgition of vacant or deteriorated housing.

O Increase the rate of jome ownership in Seattle, particularly for low-income
households.

O DHHS staff will ggressively pursue other sources of home buyer assistance funds
(HOME, etc.) tofleverage the available levy dollars.

O Priority for will be given to participants who bring highest leverage to the Levy
program.

O These funds ghould be expended utilizing an existing service delivery system.

O Completionfof an available appropriate pre-purchase home buyer education program
shall be a gfquirement of applicants receiving loans. Education under the WSHFC
program fPr first-time buyers shall be considered the minimum training necessary for
the first year. During the second year, DHHS will review an¢ determine if there needs
to be changes with the education requirement.

O The program administrator, or other qualified nonprofit, shall provide post-purchase
counseling where necessary and shall act as a clearinghouse for matching the
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educational needs of potential borrowers with available training programs. Costs of
program administration could be covered by a to-be-determined per transaction fee to
be paid by the seller or buyer or both or by a third party where possible.

An annual financial report will be prepared which will include informationuch as:
number of loans approved,

value of loans approved,

number of loans in portfolic,

value of lcans in portfolio,

delinquency rate for loans in portfolio,

leveraging of other funds,

levels of activity of participating agencies and/or fingfhcial institutions,

number of homes sold to new owners.

DHHS staff will continue working on program devegfopment activities for the
expansion of the program into areas such as land pfust, coops, etc. A report will be
submitted to the Levy Oversight Committee upgiting them on these activities during
1997.

assistance program, and the community Aevelopment impac.s within the Special
Objective Areas (SOA) as defined in pfie City of Seattle Consolidated Plan.

PROGRAM FOCUS

Home Buyer Assistance Progrgfn funds shall be used in conformance with the
relevant goals and policies sgf forth in the Comprehensive Plan and Levy Ordinances
117753 and 117711.

O Levy funds will be used gxclusively in the SOA’s for the first two years, subject to re-

evaluation at the end gffthe second year.

O Alternative forms of lome ownership (land trusts, coops, ¢tc.) may be pursued in

)

)

O

second and subsegyfent years using both levy and other sources of funding that may
become availab

All program pgffticipants (banks, non-profits, borrowers) must contribute something in
order to paryi€ipate; e.g., loan or development discounts, fee waivers, other down-
payment ghsistance funds for banks; proven lending/administrative track record for
nonprgfits; adequate cash savings for borrowers, etc.

PROGRAM POLICIES

nitral maximum home cost is $155,000; limit may be adjusted upward in future
years, based on rate of inflation and analysis of program results.
An RFP may be issued to select an experienced program administrator and/or loan
servicer.
Program applicants must be first-time home buyers with household income below
80% of median at the time of application.
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First-time home buyers are defined as: any individual who has not owned a home
during the three-year period prior to the purchase of a home except theff: a) any
individual who is a displaced homemaker may not be excluded becglise that
individual, while a homemaker, owned a home with his or her spglise or partner; and
b) any individual who is a single parent or guardian of a minor ghild may not be
excluded because that individual, while married, owned a hoge with his or her spouse
or partner.

Potential borrowers must successfully complete a p home buyer education
program and be certified by the agency providing the egfication program.

Potential borrowers must agree to the purchase of a hgfne in Seattle as their principal

residence only. Investment properties will not he allgwed under this program.
Potential borrowers must be able to financially qugfify for a first mortgage with a
participating lender.

Income and asset definitions will be based on fiose developed by the City of Seattle’s
Single-Family Housing prograras.

Gap financing will be provided on an as-nefded basis up to a maximum of $25,000
per borrower; borrowers must provide a gfinimum of $2,500 or 2% of the purchase
price, whichever is greater, of their ownyfunds toward the home purchase to match the
levy down-payment assistance funds.

For gap financing of $2,500 or less, gpayments shall be deferred for the first five

years; interest will accrue at an annyfal compounded rate of 3% during this period.
Pepayments shall begin in the sixjh year, at an interest rate of 3%.

For gap financing of more that $f,500 a compounded 3% annual interest rate shall
also apply ¢uring the defermenf period; neither the length of the deferment period nor
repayment sche“ule have beeff determined as yet. The interest rate may be increased
and/or the loan term shortengd, and/or amortization required, if the property is no
longer occupied b a low-jficome home owner.

Borrowers may receive gjfts of funds towards their portion of the down-payment;
however, gifts must notfxceed 25% of the borrower’s total down-payment
requirement.

Borrowers may use pfoceeds from the sale of assets towards their down-, t
requiremer.. <.g., sgfling a car, cashing in retirement accounts, etc. So of cash
must be venfied.

Loans shall be asfumable by another eligible borrower.

Loan term may Je no less than 25 years for affordability.

Any first mortgage products approved by DHHS shall be eligible, including FHA and
FNMA prodyfts, ARMs and portfolio loans. 203(k) purchase-rehabilitation loans are
also-eligiblef provided the rehabilitation amount exceeds $5,000.

O A loan corgmittee shall be established to review loan exceptions; a system to track the

performagce of loans shall also be established.

Borrowefs may purchase any type of residential property, whether currently owner or
renter occupied or vacant. If tenants are displaced as a result of sale to an owner-
occupant under this program, tenant relocation assistance, if any, will not be paid out
of levy funds.
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NOTICE: IF THE DOCUMENT IN THIS FRAME IS LESS CLEAR THAN THIS NOTICE
IT IS DUE TO THE QUALITY OF THE DOCUMENT.

——
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O The Department will have the authority to review and revise the financial guidelines
as necessary to respond to changes in the financial market.
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RENTAL HOUSING PRODU¢Z

L PROGRAM OBJECTIVES
unding for the Rental Production Program is dividgtl among two categories as

follows:

[CATEGORY: TOTAL FUNDI 71996 - 1997 - 1998:

O City-wide - 0 to 50% of $39,084,000 $15,765,787
median income; subject
to restrictions in
Consolidated Plan

0 Special Objectives Area 7,458,000 $991,513
- 50% to 65% of
median income

Funding will be used to producef minimum of 386 units during 1996 - 1997 - 1998.

Il. PROGRAM FOQG
Levy Ordinance 117711 oyffined households that will be the focus of the new levy:

O Working families witjfchildren who need affordable housing.
Examples of individyfals working within the targeted income range are sales clerks,

secretaries, nurse’s flides, grocery clerks, fast food workers, data entry operators, and

others struggling tff meet their family’s basic needs for food, utilities, and medical
care because of hfgh rents.

O People with disgbilities who need housing and service support to live independently
in the commuglty.
Examples of jhdividuals in this group are predominantly people currently lixing on
disability ingbme, including people who are homeless.

O People are elderly and who need housing assistance to remain in their homes or

who needfissisted living alternatives.
Examplef are elderly people on fixed incomes who are often unable to obtain a
tradition§l mortgage to make critical home repairs or low-income elderly who can

benefit from assistance with medications, personal care, and housekeeping but do not

need the costly intensive care of a nursing home.

O Families who are victims of domestic violence.
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Examples are women and children who, for personal safety, must forego the
economic benefits of a combined family income.
Oversight Committee members noted particular concern about potential lack of
development of units for large families, families needing 3, 4, or 5 bedroom units. The

NOFA will include the concern, and encourage production of large family units to
appropriately address housing need. Production of large family units wifl be monitored,
and additional requirements imposed if production does not occur orfalls short of
expectations.

. PROGRAM AREAS FOR FURTHER DEVELOPMENT

During late 1996 and into 1997 staff will focus further attentigh on the following program
development areas. Work will permit DHHS to be more progEtive in better defining the
types of projects to be funded through Notice of Funding Apility processes.
O Coordinating programs to further community deyelopment objectives in
distressed communities.
Time constraints prevented a thorough exploratigh of how levy programs could be
coordinated with each other and with other effgfts under way; i.e., OED and LISC
initiatives. Meetings will be held with distregfed community representatives to

identify strategies for using levy resourcesfo further community development
objectives.

O Setting unit-size goals for productioyf of family units.
Levy planning included assumptiong/on numbers of anticipated family units by size

but did not set any goals. Staff wi iew needs data and discuss setting goals with
nonprofits that are developing faghily units. If goals are established, they will be
published in Notice of Funding/Availability documents. In particular, production of
largefamilyumtswillbe Dred lndlmtgodsmybeset.

O Housing assistance needed/to help people who are elderly.

Staff will work with Seagffe Housing Authority to explore the housing needs of people
who are low-income ang elderly. Assisted living projects will be explored; in
particular, to determigf the extent to which public funding is needed to help develop
assisted living for pgfsons who are low-income.

O Scattered site prgduction of special needs units.

Scattered site gfoduction includes groups living in single family homes as well as
small numbegf of special needs units in larger low-income or mixed-income projects.
Special neegls “projects” (buildings larger than a single-family house containing only
special ngéds units) will only be funded if it can be demonstrated that a “project” is
needed b best serve the residents. In particular, staff will consider the best ways to
link McKinney funding to a scattered-site “production model.”
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O Participation in mixed-income projects.

A small portion of levy funding will again be available to promote more deveiopment
of low-income units in mixed-income buildings. Eligible projects must contain a

majority of non-subsidized units. Funding will have different loan termyfand be
available as permanent financing only (1986 levy mixed-income, neyfconstruction
program requirements will be a guide). UptolO%ofRPPﬁmdsf the 1996 - 1997 -
1998 period will be available for production of units in mixed-ingbme buildings
according to specialized loan terms. Program loan terms will b/t oped by the end

of 1996 and will be reviewed by the Levy Oversight Commig€e prior to
announcement of funding availability.

O Assistance to “HUD Preservation Projects.”

HUD funding for “Preservation Projects” appears to € ending. Staff will follow the
status of these projects to determine the extent to wjfich City funding assistance will
be needed. Periodic status reports will be provideg/to the Levy Oversight Committee.

O Ongoing monitoring — performance
Staﬂ'wxllworkw!thnonptoﬁtsdunngthe offrth quarter 1996 to identify performance

measures for the Rental Production P ‘ Thuemmllhelpndenufy
pm;ectmformahonﬂntnpphantswﬂl reqmedtomtonmmlly

Staff will also work with other public finders that require annual project reporting to
coordinate requirements.

IV. PROGRAM POLICIES

A. USE OF FUNC

Program funds can be used to gffy for acquisition and/or rehabilitation costs associated
with preserving existing vacagh or occupied buildings, for new construction projects, and
for permanent or “take-out” financing of newly constructed units.

DHHS may approve fundjfig for a “project” that will consist of one or more entire
buildings, individual unjf(s) within a building, portions of a building, or individual unit(s)
or portions of several ¢ftferent buildings, consistent with the policies described in this
plan.

Eligible acqmsmo costs include reasonable costs associated with building or land
purchase, such ¢

O Purchase gfice
O Option

O Finangihg fees
O App#isal costs
O Closing costs
O Interest

O Inspection fees
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O Title insurance

Eligible rehabilitation and new construction costs include but are not limitgd*o:
O Architectural/engineering fees

O Construction costs

O Relocation costs

O Operating losses during project rent-up

00 Hazardous materials abaiement

Eligible permanent or “take out” financing costs include all cogfs related to the
acquisition, development and construction of the units.

In instances where nonprofit developers negotiate purchase gigreements with sellers which
option to precommit funds from future year allocations, gfibject to appropriation by City
Council, to cover future payments relating to project pugthase.

Reasonable development fees will also be an eligible yfse of Levy funds. Development
fees must be consistent with DHHS’s Development Jee Policy and will be considered as
part of the development budget for a proposed projgct. DHHS will review the proposed
development fee for nonprofit agencies that receiye other City funds for their operation to
insure that Levy and other City funds are not bejfig used for the same purpose.

For projects selected for funding, up-front deyflopment costs incurred prior to a project’s
selection will be eligible for Levy reimbursefhent. Examples of up-front costs include
earnest money agreements, legal costs, angfpreliminary architectural or engineering costs.
The Washington Community Developmefit Loan Fund (WCDLF), funded in part by
Community Development Block Grant fnds, is a potential source of up-front
development costs for nonprofit agengfes. The WCDLF is generally repaid from loan

funds if a project is approved. Levy finds can be used to repay WCDLF.

B. ELIGIBLE PRC TS
Levy program funding may be jfsed for projects described below. Eligible projects may
include entire buildings, indiyKiual unit(s) within a building, portions of a building, or
individual unit(s) or purtiongfof several different buildings, consistent with the policies
described below.

Levy funds can be used/for projects which combine residential and other uses. The

proportion of Levy fyfiding to total development cost must reflect the amount of
residential space inf building serving eligible households.
For projects servilig special needs populations, the proportion of Levy funding to total

development costs must reflect the amount of residential space in a building serving
special needs households with incomes less than 30% of median income. In these
projects, accessory space (such as office space or space for provision of on-site social
services) which is necessary for the viability of the project may also be considered for
Levy funding.
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Residential space includes:

) Common areas for resident use such as television or reading rooms;
O Areas for cooking, eating, bathing;

O Corridors, stairwells, storage areas;

O Management office space; and

O Building lobby area.

Levy funds can be used in non-residential areas of mixed-use Juildings only for work
necessary to produce the residential units; e.g., work that is yfart of overall exterior
building improvements (masonry repairs) or work necess to insure the structural
eligible for Levy funding.

DHHS acknowledges that mixed-use buildings will fequire financing for non-housing
portions of a project. While levy funds may not be sed for non-housing portions, DHHS
will help applicants identify other project fundingd or innovative fund sources to cover
non-housing project costs.

Where it is impractical to segregate construgfion or rehabilitation costs between Levy
funded units and other portions of a mixed/ise or mixed-income project, the DHHS
Director may permit such costs to be proglited between Levy funding and other funding
sources based on any reasonable form

C. ELIGIBLE TEN.

Tenant households must generally/have incomes at or below 50% of area median to be
eligible to live in units assisted tfrough the Rental Production Program. A portion ¢¢

program funding may be used g produce units affordable to households with incoi.e at
or below 65% of median incogfie. Detailed rent requirements are outlined in Section *.,
Occupancy and Rent Requirgments.

Projects involving new cogftruction, acquisition and/or rehabilitation of existing
buildings may include sohe units occupied by households who can live independently
but who have support sgfvice needs; e.g., people who abuse substances and/or are
mentally ill, and who gay or may not participate in treatment programs. Projects
providing transitiong/housing will be required to link support services directly to
households in thosgfunits, but on-site services will not be required.

D. JLIGIBLE SPONSORS
Eligible spongprs of housing produced through the Levy are:
O Private gonprofit agencies;
O PublicfDevelopment Authorities;
O Seattl Housing Authority;
O Private for-profit owners/sponsors.
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Private nonprofit agencies will be required to submit articles of incorporation and an IRS
letter as proof of nonprofit status. Eligible nonprofits must have a charitable purpose
which may or may not include the provision of housing. DHHS' preference is to provide

funding to nonprofit sponsors that have established housing as a primge¥ purpose of the
organization. Through the project selection process, priority will begiven to nonprofit
agencies which have demonstrated ability to develop and/or mangfe low-income housing,

and to limited partnerships or other organizations through whiclfsuch nonprofit agencies
obtain tax credits to help finance a project.

Sponsors ordinarily must demonstrate previous experience ijf the development,
management, and ownership of housing projects similar tofhe project being proposed. If
the nonprofit sponsor does not have previous experience j one or more of those areas,
the sponsor will be expected to propose an appropriate glationship with another entity in
order to demonstrate required experience.

If a sponsor cannot demonstrate previous experiencyf/in housing or if an agency is not

primarily providing housing/housing related servigks, DHHS will encourage and work
with the sponsor to strengthen the development pfam to ensure project viability, including
possible sponsor affiliation with an establisheg/housing organization or creation of a

subsidiary housing nonprofit organization. JiHS will evaluate the experience of a
sponsor's management/development team, ftaff, Board of Directors, and other project and
program experience to determine whethegfformation of, or affiliation with, another
nonprofit would be required as a condityn of funding.

& MAXIMUM CITY SYBSIDY PER UNIT
The maximum City loan amount a groject may receive is based on the number of units in
a project. The City has establishedfper unit subsidy amounts which are used to calculate
the maximum City subsidy availgble to a project.

The City's maximum per unit gfibsidy includes all DHHS administered funds which may
be combined to finance a projfct, including funds from the Housing Levy, the
Community Development Bfock Grant Program, HOME Program, Rental Rehabilitation
Program, Growth-Related lousing Program, Housing Bonus Program, Transfer of
Development Rights Program, Seattle Matching Fund, and any special mitigation funds.
City maximum per unyl subsidy amounts are not meant to reflect per unit total
development costs ffr a project. Leveraging other non-City resources is strongly
encouraged, and pfquired for most projects. The established per unit maximum figures
will be reviewgd in light of actual project experience when future Plans are prepared and
will be reviggl if necessary.

Waivers mfty be granted by the DHHS Director on a project by project basis to permit per
unit costsfin ex:.ess of the stated amount. The DHHS Director may approve an increase in

City subsidy of up to 15% of the stated maximum per unit amounts for projects which
clearly demonstrate the need for a policy waiver.

Waivers may be considered on a case by case basis for projects meeting one or more of
the following criteria.
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(a) Projects which are located in an area with little or no subsidized, low-income
housing, or in an area identified in the City's comprehensive plan or other adopted

policies as one in which low-income subsidized housing should bgencouraged.
(b) Projects that provide special amenities and/or unique design feapfires for the
proposed tenant population. This may include projects that copfain larger units for

families; or projects that require reconfiguration of units to gfeet the needs of the
proposed population; or special design features resulting fgfm the participation of
potential tenants and/or community members in project flevelopment.

(c) Projects for which maximum leveraging of other publf fund sources is not
possible due to timing considerations, i.e. sources ngf available at time project

should proceed. DHHS may ask sponsors to applyffor other fund sources later, if
appropriate.
DHHS will use costs of previously funded, comparabfe projecis as a guide in determining

if a waiver is justified; however, waiver decisions yfll be made on a case by case basis
based on specifics of the particular project or sitygftion

Three cost-per-unit maximum figures will be fsed: a limit for small units, a limit for large

units, and a limit for each bedroom in a shagfd, single family house.
1. Small Unit: Single-room-occupangy, studio, or one-bedroom units.
Limit:  $47,000
Plus 15% for newgEonstruction or substantial rehabilitation project;
plus 15% for spgkial needs unit. The 15% add-ons are compounded: a

project eligiblg/for both add-ons would have a $62,158 per unit limit.
With 15% wffiver, the total maxirnum would be $71,482.

2. Large Unit: Two, thyfe, four or more bedroom units.
Limit:  $53,00
Plus /5% for new construction or substantial rehabilitation project;
pluf 15% for special needs unit. The 15% add-ons are compounded; a

pgbject eligible for both add-ons would have a $70,093 per unit limit.
ith 15% waiver, the total maximum would be $80,606.

3. Bedroogh Unit in a shared single family house.
Limi $29,200
With 15% waiver, the total maximum would be $33,580.
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F. LOCATION, SITING, AND NOTIFICATION

1. LOCATION
Projects serving very low-income tenants may be located in gfl neighborhoods, subject to
requirements and restrictions in the City’s Consolidated Plgfi. Project serving households
with income up to 65% of median are restricted to SpeciajfObjective Areas identified in
the City’s Consolidated Plan.

2. SITING
The following siting criteria will be considered duging the project selection process to
determine if the location of a proposed project prgmotes a quality environment for the
population to be served:

(a) proximity to transit, goods and servicef necessary for the specific population;
i project with other uses in the area;
(c) safety and security of the location fgr the proposed population;

housing projects. An important goal yhll be to disperse low-income subsidized housing
units whenever possible.

3. NOTIFICATION
The City of Seattle requires s
notification 2ff- .t. Clear, opeg

questions that neighbors #ind community members may have about a housing project,
long term success with fhe neighborhood will come from a long term commitment to a
relationship with projgkt neighbors. Through its funding processes, the City seeks to

balance its support ffr specific projects which it funds with the desire that those projects
sponsors make a ggod faith commitment to positive, constructive relationships with the
neighborhood.

Sponsors will i required to include a description of their community notification process

in project appjications. The community notification process for projects that involve site
acquisition begin no later than upon achieving site control as defined in DHHS
funding angbuncement documents. The process for projects that do not involve
acquisitiogfmust begin at least one month prior tc submission of an application to DHHS.
Sponsors pvill be required to notify immediate neighbors and aprropriate community
groups. Jponsors must use notification and good neighbor guidelines developed by
DHHS d@shey work with community members to site projects. A. notification plan and
the results of the notification process activities must be included in funding applications

FADOCS\LEVY'ADMINPLN'96PLANS\ARF DOC 20

Al

*INIWNJ0Q 3HL 40 ALITVAD 3HL OL 3na ST 1I

39110N SIHL NVHL ¥¥31D $S31 SI 3Wvd¥d SIHL NI IN3WNO0Q 3HL 41

*30110N




to DHHS. Applicants will be required to conduct notification activities outlined in DHHS
funding announcement documents.

Community support will be considered a positive factor in reviewingfa project; however,
community support of a project will not be a requirement of fundigfs. Consistent with fair
housing requirements, community opposition based on any discfminatory motivation,

including opposition to families with children or persons withMisabilities, shall not be
taken into account.

Failure to comply with notification guidelines may resulth rejection of an application,
denial of funding, deferral of funding pending further nghification efforts, or other
remedies as determined by the DHHS Director.

G. OCCUPANCY AND RENT REQUIREME

1. DEFINITIONS
In general, as used in the Rental Production Jrogram section of this Administrative and
Financial Plan, the . »llowing terms shall hgve the following meanings unless the context
otherwise clearly requires:
O "Affordable rent" for low-income t¢hants means annual rent not exceeding 35% of
65% of median income; for very Jow-income tenants means an annual rent not
exceeding 35% of 50% of medigh income; and for extremely low-income tenants

means an annual rent not excegding 35% of 30% of median income.

O "Extremely low-income" megis income not exceeding 30% of median income.

O "Income" means householdAncome computed in conformity with requirements of the
federal HOME program, yfiless the DHHS Director shall permit another method of
computation for a particyfar project or class of projects.

O "Low-income" means igtome not exceeding 65% of median income.

O "Median income" meafis annual median income for the Seattle-Everett Metropolitan

Statistical Area, adjugted for household size, as estimated from time to time by HUD.
O "Rent" means all angounts charged for the use or occupancy of the project (whether or
not denominated ag rent or constituting rent under state law), plus a utility allowance
for heat, gas, elecfricity, water, sewer, and refuse collection (to the extent such items
are not paid for fnants by Owner). -
The DHHS Directgr may adopt further refinements or interpretations of the above
definitions.

INCOME ELIGIBLE TENANTS AND AFFORDABLE RENT
LEVELS

O Tenantg'with incomes that rise above the eligibility levels become "over-income
tenangf." Rents for over-income tenants may be increased above program affordable
rent Jevels described above. City funding will not be available for units occupied by
ing#me ineligible residents; however, the City may ask that such units, although not
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City-funded, become rent-regulated under a City Regulatory Agreement when
occupancy changes.

O Extremely low-income tenant households (30% of median and below) in units
subsidized through the Operating and Maintenance Trust Fund mayf contribute up to
35% of income toward rent (including utilities) consistent with Gty Council policy
direction for the Trust Fund.

3. RENT INCREASES

O After-rehabilitation rents for Levy-funded units generally£hould not exceed before-
rehabilitation rents. Tenant displacement due to after-rejfabilitation rent increases
should be avoided. Higher after-rehabilitation rents wifl be considered only if
necessary to insure adequate project operating funds//A fter-rehabilitation rents for
vacant units and rents for newly constructed units ghould generally not exceed an
average of the rents for comparable occupied uni

O During the loan term, rents can be increased on)ff to cover increases in project
operating costs, and/or other project expenses ficceptable to DHHS.

O Operating costs shall be established by spongprs in operating proforma approved by
DHHS. Operating costs shall include taxes finsurance, utilities, salaries, management
fees, replacement reserves, maintenance sypplies and services, and other such
expenses as shall be allowed by DHHS.

O At no time during the term of the loan giin rents for units occupied by income-eligible

tenants exceed "affordable levels" as gefined above.

Rents for over-income tenants may bf increased above "affordable rent levels."

Rents may not be increased in one gfoject to subsidize operating losses/costs of

another project owned or operaiedfby the same sponsor.

Qa

4. AFFORDAPBILITY POLICY
Levy Program funds are subject jb the following affordability policy:

O At least 50% of Levy Rentfl Production Program funds available for households with
income under 50% of megfian income shall be used for housing affordable to and
occupied by householdgfat and below 30% of median income; and

O Remaining funds avaijible for households with income under 50% of median income
shall be used for houging affordable to and occupied by households with income
between 30% and 5§% of median income.

The affordability polty is administered by DHHS across the Levy program as a whole,
not on an individugf project-by-project basis. The policy is administered on a two year
cycle. All projectf approved for Levy program funding from September 1, 1996 through

December 31, 1998 shall be included in calculating City affordability policy goals for the
1997-1998 period.
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S. OTHER POLICIES

O Project sponsors must obtain DHHS approval for a change in lowgfitome population
to be served if some event occurs, such as loss of services fundig, that requires a
change in the tenant population.

O Commercial space rental income should be used to reduce refidential rents whenever
possible.

O For any project utilizing funds for projects serving housglolds with income between
50% and 65% of median income and receiving a directf D capital or operating
subsidy, including rent assistance or vouchers, the DWHS Director may allow HUD
occupancy requirements to supersede Levy requirepfients, provided that all households
receiving subsidy or residing in subsidized unit hge incomes below 80% of median
income at initial occupancy. The DHHS Directg may alternatively allow sponsor to
provide substitute low-income units that are ngh restricted by an agreement with the
City for households with incomes above 80°%f of median income.

O Rent levels for units assisted under both th ousing Levy Program policies and
directly under federal HUD programs shafl be determined in accordance with Section
3(a) of the United States Housing Act of 1937, as amended, 42 U.S.C. Section
1437a(a), and regulations thereunder, r under any other federal law or regulations
now or hereafter requiring specific rght levels in low-income housing projects assisted
with federal funds provided that hofising for very low-income households must
remain affordable to such househglds.

O When Housing Levy Operating And Maintenance Trust Fund subsidies are used for a
project, the rent requirements gontained in the Trust Fund Administrative and
Financial Plan shall apply tofhat project and shall supersede any other rent limitations
otherwise applicable, excepf as stated in the preceding paragraph.

H. LOAN CONPITIONS
The intent of the Levy is tgfprovide long-term low-income housirg for permanent or
transitional occupancy. Lgan conditions are meant to promote and encourage long-term
use of properties for lowfincome housing. If a property is ever sold during the loan term,
City proceeds should bf used to produce replacement low-income housing consistent
with then current Cityflow-income housing policy.

The DHHS Directopfmay deviate from the loan terms and conditions contained in this
Plan:

(a) for tax cgfdit partnerships, where such loan terms may impair the availability of
tax b ts; or

(b) when ghe sponsor expects to receive other funding sources from which full or
partifll repayment of the City loan can be made prior to the normal maturity date.
Debt servige requirements may be established depending on income level served,
operatingfbudgets, and extent of other subsidies used.

1. Loan Terms
Loan terms will be a minimum of 40 years.
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2. Interest Rate
The interest rate will generally be 1% for nonprofit-sponsored projects, 3% for private
for-profit- sponsored projects, and will be set according to the project’fabilitv to
support debt service. For for-profit sponsored projects, the interest gfte may be

lowered 1o a rate not less than 1% if necessary to provide rents afigrdat to
extremely low-income households. Interest on program loans wilf accrue annually as
simpleimeMmﬁlwaO.Betweenywmmdyww,' est will be forgiven at

themcofS%(ofthcmtalintetutwm:edasofﬂuendof 20) each year.

3. Deferred Payment

DHHS will make deferred payment loans which must2 repaid upon sale, change of
use, or at the end of the loan term. Borrowers may fjfthe defer payment of principal,
deferred interest, and contingent interest by extendfng the loan term.

4. Transfer and Assumption

The DHHS Director may permit the transfer nd assumption of the loan, and the
transfer of the property acquired, constructe or rehabilitated with the proceeds of the
loan, without requiring repayment of pringfpe interest or other amounts owing under
the loan at the time of the transfer, under An of the following circumstances:

(a) The loan is assumed by a tax credit pa mership and the partnership makes a
substantial equity investment in thf low-income housing;

(b) The property is transferred by a creditpam:hiptoanonpmﬁteo:ponﬁonor
public agency approved by the Pire or, including without limitation a transfer to
the general partner pursuant tofr terms of an option agreement made in
connection with the formatiopf of the limited partnership; or

(c) The property is transferred, 'ththeappmvalofthebinctor,toaqmliﬁed
nonprofit corporation or f licagency,withoutmanleomideutiontothe
transferor other than ass! pﬁonbythemsfaeeofoumningobligaﬁm.

S. Covengint
A covenant will be recg agaimtthepropcﬂywhichrequimcontinmduseofd\e
property for low-incgfn housing for the term of the loan. Sponsors must have the

City's consent to seffa property before the end of the covenant period. If a sponsor
sells a property befbre the end of the covenant period, and invests in replacement low-
income housing gbproved by DHHS, the DHHS Director may permit the covenant to
be released and fnoved to the replacement low-income housing for the number of
years remaining on the original covenant period.

6. Contingent Interest
City participation in project equity in the event of change of use or sale of property
(contingent interest) shall be required for all Rental Production Program projects
except those developed under the Mixed-Income component. The Mixed Income
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component guidelines are outlined in Attachment 1. Upon sale, change of use, or
repaymentoftbeloan,loanpnnctpalplusthcgruﬁemfesdmdeferndmwenor
contingent interest shall be due. Contingent interest shall be » cording to a
formula established by DHHS.

The City's contingent interest should refiect the amount of City flinds contributed as
permanent financing to a project and should be modified by apfy additional funds
contributed during the loan term, such as capita! contributigfs approved by the City
or sponsor subsidy necessary to cover operating losses. Fgf example, if City funds are
50% of total project costs, the City should receive 50%#f proceeds remaining after
repayment of project debt (but not including contingesft interest owing to other project
lenders).

7. Prepayment Premium '
If a sponsor repays the City loan (principal pis the greater of interest or contingent
interest) during the first 15 years of the logf term, a prepayment premium shall also
be due.

The prepayment premium shall be 50% of the origine’ an principal if the loan is
repaid during the first five years of tjfe loan term. The piepayment will decline by 5%
per year in years 6 through 15. Thefe will be no prepayment premium after 15 years.

Prepayment premiums shall not Je due in the event of involuntary prepayment, due to
casualty or condemnation.

8. Loan n Extension

At the end of a loan tern sponsorsmnbeencomgedtoamddxclommmmd
continue to defer all reffayment requirements. If the loan term is extended for a total
of 75 years, loan pringfipal and contingent interest will be forgiven at the end of the
75th year.

9. Use of Funds Owing to the City
Sale of projecyf during the loan term requires City consent. If a nonprofit-sponsored
project is soJ during the loan term, the nonprofit sponsor should have the first
opportunity/to reuse all funds owed to the City for low-income housing. The
reple Int project must be consistent with then current City low-income housing
policiegfand appropriate project selection criteria, and be approved by DHHS.

Loa ds returned to the City will be deposited in the Low-Income Housing Fund.
Fugfls will not necessarily be reallocated to the Levy program from which they were
itted. Except for funds reused by a project sponsor as described above, funds
turned from all Levy programs will be reallocated by DHHS to low-income housing
projects according to priorities established in the current Administrative and Financial
Plan or appropriate City policy plans as determined by DHHS.
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10.  Additional Project Subsidies

At the end of the loan term and at the borrower’s request any tjfhe during the loan
term, the City and the borrower should review the status of gproject and evaluate its
continued feasibility. The City recognizes that a capital subfidy may be needed to
assure the continued life of the project. If capital and operfting subsidies necessary to
maintain project viability are not available, the City and ghe borrower should in good
faith use their best efforts to jointly develop strategies t¢/ maintain affordability and
project viability. Remedies to maintain project viability may include additional City,
other public, or private resources, as well as City-appfoved adjustments in rent levels
or number of project units that must remain low-incgme.

11.  Property Standards
Project sponsors will be required to provide wellfmaintained and well-managed
housing. Loan conditions will require sufficienffreplacement and operating reserves to
help ensure projects are weil maintained and nfanaged

12. Non-Recourse
Loans shall be made on a non-recourse bagls, with the City's remedy limited to its
security in the project, project rents, and groject reserves, except in cases of fraud,
waste or other circumstances determinedfby the DHHS Director to justify recourse
against the sponsor. :

13. Leases

Site control through ownership of pgoperty is preferred to site control through a long-
term lease except in cases where thf lessor and lessee agree to accept the loan
conditions described above. Projefts involving a lease where lessor and lessee do not
both accept these terms and condftions will be permitted only if the project represents
a unusual cost-effective opportyhity or furthers other community development
objectives. Project sponsors wjll be required to provide well-maintained and well
managed housing.

The following conditions wfll apply to leased properties where the owner does not
agree to accept the norma)floan terms and conditions above:

® Repayment

Loans involyfng leases must be structured to provide for repayment over the
life of the Jease, subject to normal loan forgiveness provisions. The DHHS

Director fnay modify the normal repayment terms, as appropriate, by requiring
different terms from or in addition to those generally specified by this
Administrative and Financial Plan.

e Construction standard

Projects must meet construction standards appropriate for and consistent with
the length of the lease term. Replacement reserves should be sufficient to
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maintain decent, safe, and sanitary housing during the lease term.

Replacement reserve funds remaining at the end of the leagpderm should be

used in other low-income housing projects.
e Sponsor equity

Project sponsors must contribute equity to the projg€t. DHHS will establish
the appropriate requirement for each project.

o Interest rate

Maximum of 3% for nonprofit or for-profiy§
lowered to a rate not less than 1% if necegSz
extremely low-income households.

® Lease term

Minimum lease term is 25 years yith preference for longer terms when
feasible. The lease term must exfeed the City loan term by at least six months.

® Security
Security for the City loan §
repayment of the loan.

® Percentage of Levy fi

sors. The interest rate may be
to provide rents affordable to

hould be appropriate to protect the City's interest in

al Needs Projects

gl below, shall apply. Other projects may involve units in mixed-income
iffgs, but not on the terms below.

LOAN TERMS TO BE DEVELOPED AND INSERTED
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16.  Use of Levy Projects as Security for Other Low-Income
Projects
Sponsors may use Levy-funded projects as security for other low;income housing
projects if sponsors can demonstiate that using a Levy-funded pfoject as security for
another project will not jeopardize the viability of the Levy-fyfided projects.

l WMBE UTILIZATION

Women and minority business enterprise (WMBE) utilizatjbn shall be required for all
Rental Production Program projects in accordance with tie City's WMBE policy (Seattle
Municipal Code 20.46A --Women's and Minority Businfss Fnterprise Utilization
Ordinance) except as follows.

WMBE set-asides do not apply to the Mixed-Incomefcomponent because Levy funds will
be used for permanent rather than construction finagking; how=ver, affirmative efforts to
use WMBEs shall be required.

J. LEVERAGING

A goal of the Levy is to leverage non-City resgfirces for capital, operating, and supportive
services whenever possible. Project sponsors gre encouraged to combine Levy funds with
resources from federal and State programs, ¢fg., McKinney Homeless Assistance Act,
State Housing Trust Fund. Leveraging of fgfindation and grant funds, and owner equity
are strongly encouraged. Sponsors are encfuraged to consider Levy funds as matching
funds for other fund sources.

Lower rents are a more important consjfleration than leveraging private bank financing
which requires debt service. Leveragigflg debt financing is particularly encouraged and
expected when project subsidies (Seftion 8, etc.) are sufficient to allow debt financing.
In the project selection process, ppbjects will be evaluated on the extent to which non-
City funds are included while, ajfthe same time, affordable rents are maintained for low-

income households. The amoyfit of Levy funds in a project can exceed other funds to help
reduce project rents.

In cases where sponsors rgfuest 100% Levy funding for a project, the sponsor will be
required to explain why Ather public and private funds were not leveraged. Sponsors will
have to demonstrate cghsideration and/or pursuit of other non-City resources and explain
why Levy funds 2 itical for project success. Projects may be approved contingent on
sponsor applicatigh for funding from appropriate non-City, public fund sources that may
reduce the neegfor Levy funds.

Use of the Ighv-income housing tax credit and historic preservation tax credit programs
will be engburaged whenever possible. In general, project equity available as a result of
participation in a tax credit program after a reasonable allowance for the costs of
obtaining such equity shall be used to reduce the City's share of project funding. The
DHHS Director may allow a portion of the equity funding from tax credits to reduce the
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other funding sources' shares of project financing or be used to subsidize operating
expenses of special needs projects.

K. RELOCATION AND DISPLACEMENT
In general, the City will not assist projects which result in the permgfient displacement of
low-income tenants. In limited cases, such as when reconfiguratiopf reduces the number of
units in a project, the City recognizes that permanent displacemgfit may occur. In such
cases, the applicable City, State and/or federal relocation guidgfines shall apply.

Sponsors are strongly encouraged to consult DHHS as soonyfs possible for information
regarding relocation when they are considering acquisitiopf and/or rehabilitation of an
occupied building. Even in projects where tenants will bt be temporarily relocated,
sponsors will be required to provide appropriate notifyfation of acquisition/rehabilitation
plans to existing tenants .

L. MANAGEMENT PLAN
Good management is critical to the overall sugtess of projects. Project sponsors will be

required to submit a management plan to DJHS for approval. Management plans should
include the following:

O The occupancy standard (minimum gnd maximum number of persons for each type of
unit) for the project.
O Rent collection policies and progfdures for dealing with late payments of rent and
damage to units.
O Description of management pfiilosophy and experience serving proposed client
population.
Identification of key staff gosition(s) both on and off-site involved in managing the
building including a desgfiption of staff responsibilities, previous experience, and
program for staff trainigfg.
Description of procesf for determining rent increase, and for informing tenants of rent
increases.
Description of profedures for dealing with late payment of rent and damage to units.
Policies for makjfig budget adjustments including expenditures of operating reserves.
Description of Jbng-term maintenance plan, including a schedule for both exterior and
interior mainyfnance of the building.
Description#f building security and emergency plan.
Descriptigff of the tenant screening and selection process.
Plan desghibing how vacant units will be filled.
Commyfment to the City's Just Cause Eviction Ordinance.
Refegfal process from programs serving households who are homeless.
fffrmative Marketing Plan -- plan must include marketing methods designed to
reach tenants who are persons of color.
Because a substantial number of persons who are homeless are persons of color, it
will be important for proposals serving people who are homeless to demonstrate

Q

Q QOO0 Qo Q
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sponsor understanding of the need to serve tenants who are persons of color and
efforts to be taken to ensure persons of color are served appropriately.

O Description of ongoing community education and involvement strategy, including
steps that would be taken to address complaints or issues raised by tenants and
neighbors about the building or tenants.

O Copy of leases or rental agreements to be used.

O Description of the process for determining rent increases, and for i g tenants of
rent increases.
O Policies for making budget adjustments including expendimre

Q

Demonsuanonthatadequateﬁmdmglsavaﬂablef he service support program
component.
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M. PROJECT SELECTIg

Project sponsors will submit proposalf to DHHS in response to a generai Motice of
Funding Availability (NOFA) or a Jfequest for Qualifications (RFQ). DHHS will publish
a NOFA at the beginning of each year; it will describe when applications may be
submitted and outline applicatiogfrequirements.

S’ project selection processes will be outlined in funding
filect the Levy plan policies and requirements. Funding
City's highest priority, which is to provide housing at rents
affordable to low, very Igi, and extremely low-income households while maintaining
sufficient project incorg€ to provide for maintenance and operation of the housing.

Projects for Housingdevy Trust Fund subsidies will be selected within these project
selection processey/

A Notice of Fyfding Availability (NOFA) will be issued by DHHS at the beginning of
each year. Th€ NOFA will include Levy plan policies, requirements, and City funding
priorities and goals. All applications must include information requested in the NOFA.
The NOFA will describe how often during the year that proposals will be accepted.

All applicants must attend a project pre-application conference with DHHS staff prior to
submitting an application for funding, consistent with requirements outlined in NOFAs

Proposal requirements for D
announcements which will
announcements will reflec
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issued by DHHS. Generally proposals will be reviewed by a Review Team made up of
DHHS staff and may include community members with service, development, design,
and finance expertise, as appropriate. In appropriate circumstances, gf determined by
DHHS, staff from other City Departments may be included in revighv teams.

Funding recommendations will be prepared by staff and reviewgfl by the Levy Oversight
Committee. The Oversight Committee will review the projecyfelection process for
consistency with the policies and requirements of this Plan_Final project selection
decisions will be made by the DHHS Director.

The review team will evaluate project feasibility based/6n the following:

O Rent levels;

O Length of low-income housing commitment;

O Location/Siting issues;

0O Community notification and involvement gfiote: community involvement is an

important element of project success, buyfcommunity support of a project will not be a
requirement of funding);

Cost per unit;

Leverage of other non-City funds;

Operating budget; development hfidget; supportive services budget;

Stability of funding for the projgkt;

Experience of development tegin; experience of the sponsor (development,
ownership, housing managegfient, supportive service delivery);

Scope of rehabilitation/conftruction, including a phased rehabilitation plan if work is
to be postponed;

Design appropriate for jfnant occupancy;

Tenant displacement;

Tenant relocation plgh (if applicable);

Support services, iffhecessary and appropriate for proposed tenant population;

Target homeless gbpulation to be served (if applicable);

e segment of omeless group proposed to be served;

e level of nefd of target homeless population;

® impact off homelessness;

® suitabijfty of proposed housing and supportive services to serve target population;
O Tenant infolvement in management.

QOO0 QO QQoaQ

N./ PROJECT PROPOSAL REQUIREMENTS

DHHS wfll release Notice of Furid Availability (NOFA) and Request for Qualification
(RFQ) documents that outline specific project proposal requirements. Project sponsors
will be required to submit inforr-ation on proposed projects that may include, bu' not be
limited to, the items below. Information will be requested from sponsors in a manner and
time appropriate to the specific iype of project selection process.

O Project description, including location, number of units, current rents, special
characteristics.
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Evidence demonstrating project sponsor experience:
e Development experience

® Ownership experience

e Management experience

® rxperience serving proposed population.

Proposal should indicate who will carry out activities listedfbove and demonstrate
appropriate prior experience and capacity to carry out actj

scope of work, detailed cost estunatcs, drawings,

conference with Department of Construction and [fand Use (DCLU).

Development schedule -- timetable for developrg€nt of the project.
Asbestos/hazardous materials survey -- a surveff to identify the presence and amount
of asbestos and/or any other hazardous m: s within the building or elsewhere on

sxteandadescnptxonofproposed atemenf measures.

and any relocation costs.
Operating budget, including proposed
Fund sources -- description of all proje
evidence of funding commitments.

nts and justification for operating subsidy.
fund sources including amounts and

relocation.

O Support services -- budget and ¢escription of all services to be provided on and off

site as appropriate, for the

O Evidence of site control -- Infddition to fee simple ownership, an option to purchase,

an earnest money agreemeny, a lease (or option to lease) with a minimum term of 25
years, will constitute site gbntrol. DHHS will consider projects where the underlying
ownership is through a rgfl estate contract if the contract holder is willing to
subordinate his/her intgfest to the DHHS loan or if there is adequate provision for the
sponsor to discharge fhe underlying contract and obtain fee title.

Appraisal -- an appfaised value based on the highest and best use at the time of
property acquisipon will be used to assess whether or not a fair price is paid for land
or a building. #ppraisals, o« letter of opinion, will be ordered by DHHS, or may be
used if ordergfl by another project lending source acceptable to the City. Project
applicants gfiould make acquisition offers subject to verification by aopraisals
acceptable to the City.

Community notification -- description of results of community notification process
and any results at time of application and plans for additional notification activities.
Proposal must describe how community issues or concerns raised will be addressed.
Zoning -- description of zoning exception required, if applicable (examples of zoning
exceptions: variance, special exception, design departure, conditional use). Zoning
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exception approval not required at time of project application but wiljbe required
prior to final loan commitment.

0 Mixed-income projects proposed by private developer/owner --- g€scription of
linkage developed with an appropriate nonprofit agency that cagfassist in referring
and screening eligible low-income tenants to help make sure Jfw-income units are

occupied by eligible tenants consistent with City occupancyfequirements; the
nonprofit should also help ensure that annual reporting regliirements are met.

In addition to information listed above, projects serving spgtial needs populations will be

required to submit the following:

O Project description -- including description of houging and supportive services
program. Sponsor must describe homeless popujétion to be served and demonstrate

how project will serve that population. Sponsgf must demonstrate extent of homeless
"market" for proposed project and describe pfoject's impact on homelessness.

O Evidence of site suitability - explanation why site is suitable for homeless group being
served.

O. REHABILITATION ANP CONSTRUCTION REQUIREMENTS
The foilowing rehabilitation and constgliction requirements will apply unless otherwise
noted. These requirements apply equglly to both permanent and transitional housing
projects.

1. Rehabilightion Standards

Project sponsors will be eyfpected to provide quality housing that will last for 20 to 40
years. Rehabilitation stagtlards will be flexible to accommodate a wide variety of unit
and building types.

Buildings will be reqfiired at a minimum to meet health and safety requirements of

the Seattle Housingfind Building Codes. Rehabilitation work will largely focus on
repair/replacemenyfof major building systems necessary to insure viable long-term
housing. In addigfon, overall design of the project and proposed improvements must
be appropriate { tenants to be housed.

O Phased Rehapilitation
Phased rehalilitation refers to work items identified when a project is initially
inspected bfit postponed until a later date. Work which could be postponed includes
building gpmponents which have some remaining useful life or items like windows
which cgfild be replaced over several years. Work which would cause previously
complefed improvements to be redone cannot be phased.

Phased rehabilitation will be considered provided that all work items identified at the
time a project is considered for funding and postponed until a future date have an
identified funding source. Project budgets must either be structured to allow sufficient

reserve funds to build up to pay for work postponed, or another source of funding
must be identified.
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Project sponsors must present a phased rehabilitation plan to DHHS for approval. A
decision to phase rehabilitation will be made by DHHS within the context of a
complete building evaluation that includes a total scope of rehabilitation and a cost
for the entire project.

Complete plans for addressing project rehabilitatigf
building inspections, will be required when projg

needs, based on thorough
s are considered for funding. Plans

must include work items to be accomplished infmediat=ly following project selection,
and those items proposed to be phased over tihe. All major work items generally
should be included at the time « project is A

O Contracting Policies
All projects where cost of construction exceeds $25,000 will be bid
competitively; however, DHHS Directofmay approve a change in this requirement if
necessary to promote inclusion of levy units in mixed-use and/or mixed

federal McKinney Act program deadlines, or if
determines that competitive bidding is not
qualifications for projects prior to the start
ors will be rejected. Pre-qualification of

oses of establishing a defined list of qualified

income buildings, if necessary to mee
necessary because th» D"HHS Directa
practical. DHHS mu... approve cont
of construction. Unqualified contrag
contractors will be aitowed for p
contractors for competitive bidding

Bids will be opened publicly. Big openings will occur at a location to be determined
by applicants; bids can be opengd at DHHS at the request of applicants.

Applicants, including nonprofj
able to manage their own coght

agencies and private owners, will in some cases be
ction projects with DHHS approval. Applicants will
bereqmredtohavehadpn experience managing a construction project and to have
staff available to coordinajf necessary work. In addition, the scope of work should
appropriately match the gfency's self-contracting experience and staff expertise.

Construction contracts ghall require compliance with the affirmative action provisions
applicable to contractgks on City public works contracts, which include employment
goals of 20% womeny 21% minority, and a 4.5% minority female sub-goal. In
addition, a 20% goaf shall be considered for the hiring of economically disadvantaged
or Job Training Pagtnership Act (JTPA) eligible individuals so as to provide
opportunities to gfaduates of training programs and the unemployed. Hiring of people
who are homelegs will be encouraged.

cpt for the Mixed-Income Component; wage rate requirements will apply
e building, regardless of the amount of Levy funding in the project. State
residential prevailing wage rates shall be the minimum rates paid for project
construction. DHHS Director may approve a change in these requirements if
necessary to promote inclusion of levy funded units in mixed-income and/or mixed
use buildings. When federal funds are also used in a project, the higher of either the
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Bacon wage rates (if applicable under federal law) will apply.
O Apprenticeship Program Participation

requiring contractors to have previous experience with Statgfapproved apprenticeship
programs would be beneficial for project development ca
requirement.

O Project Agreements
Applicants who demonstrate to DHHS’s satisfactig

components must meet or exceed all gfplicable local, state, and federal code
requirements. All work must meet o]
work.

h excess of what would be required for rehabilitation
abilitation projects and new construction projects are
ow-income housing projects funded by the City.

Mixed-Income component will be reviewed by DHHS to
determine that the desigfl and construction standards and materials will be the same
for both the low-incorg® and market-rate units. Neither State prevailing wage rates
nor WMBE will applf since Levy funds will be used to finance completed units at the
end of construction

projects. The standards for ref
expected to be the same fo

Units financed through

P. PRQUECT MONITORING
The DHHS Directgr shall require reporting from sponsors annually, or at any time upon
reasonable advanfe notice, containing information on the status of the project. Specific
requirements wjfl be included in loan documents, and may generally include:

O Rent levelf to insure compliance with program rent requirements;
O Affirmatjve marketing efforts undertaken;

O Tlenant gharacteristics and income;

O Status pf reserve accounts.

Q. AFFIRMATIVE MARKETING

Both nonprofit and for-profit sponsors receiving Levy program loan assistance will be
required to affirmatively market vacant units. Sponsors must use marketing methods
designed to reach persons of color. In addition, owners are strongly encouraged to inform
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providers of emergency shelters and transitional housing about their projects and to -~

promote access to households ready to move into permanent housing. will be I ;;
required to maintain records of their affirmative marketing efforts and to annually ol
to DHHS on those efforts.
Sponsors of transitional housing will be required to develop assure that
homeless individuals or families coming out of emergency shelters equal access to
transitional housing projects.
:
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OPERATING AND MAINTENANC
FUND PROGRAM

.  PROGRAM OBJECTIVES

The 1995 Housing Levy passed by Seattle voters included g $8,751,000 Operating and
Maintenance Trust Fund. The fund was included in the to ensure that a portion of
the rental production program housing was affordable y# extremely low-income
households (households with incomes at or below 3Q/percent of median income).

The Operating and Maintenance Trust Fund buildg/upon the success of the O and M Fund
in the 1986 Housing levy. The Levy’s authorizigl ordinance specifically states that the
Operating and Maintenance Trust Fund will bf'used to fill gaps between eligible
operating costs and rental income. Specific gligible operating costs identified include:

0O project management

O utilities

O property taxes

O operating and maintenance resegbes

O contract services related to prgfect support.

The authorizing ordinance chargled the Department of Housing and Human Services with
the responsibility of administefing the overall Levy, including the Operating and
Maintenance Trust Fund. Fyfld administration will be financed from the Operating and
Maintenance Trust Fund.

. PROGRAMJFOCUS

The Department of Hfusing and Human Services will be seeking funding proposals for
multi-unit housing ypon the City Council’s approval of the Administration and Finance
Plan. It is estimatef that approximately $190,000 to $200,000 of Operating and
Maintenance Trugt fund subsidy will be available between 1997 -1998 to organizations
providing low ilcome housing. These funds are expected to support between six to eight

different housjfig projects, with an average operating and maintenance subsidy of $20,000
to $25,000.

City Coungil Resolution 29165 stated that Operating and Maintenance Trust Funds will
be targetgfl to projects serving youth and victims of domestic violence. These projects
will be gmphasized for operating fund support during the pruject review process.

Proj serving other populations meeting income and rental production program
guidelines will also be considered for support.

No more than one-third of funding will be available 1 provide “special support™ for
special needs housing projects. “Special support” includes project management expenses
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beyond what a traditional housing project would require, or contract services relating to
Fioject support.

To administer the Operating and Maintenance Trust Fund during these years DHHS will
utilize 5% of each year’s O and M allocation. DHHS anticipates the following amounts

for 1997 and 1998.

YEAR ADMINISTRATIVEAOS'
S S PUS RN, VP — $5,000
R S $9,600

. PROGRAM POLICIES

A. ELIGIBLE PROJECTS
Projects developed through the Levy that provige housing to extremely low-income
households(atorbelowSOpementofmedxm come) are eligible to receive Operating
and Maintenance Trust Fund subsidy. Privatefowners and developers as well as all types
of nonprofit agencies, including SHA and Pyplic Development Authorities.

B. ELIGIBLE HOUSEHC
There are two qualifications that must bejnet for a project to receive subsidy with respect
to a household. First, the household’s infome must be equal to or less than 30 percent of
arca median income (as adjusted for faghily size). Secondly, the project’s operating costs
per unit must be more than 35 percent pf the household’s adjusted gross income.

Sponsors are required to certify that hpuseholds subsidized by the Trust Fund meet the
eligibility guidelines.

C. FUNDING

In order to provide opportunities for as many projects as possible to be funded over the
life of the levy, maximum fundigig of $75,000 per project will be used in the 1996-1998
period. The DHHS Director mgy approve raising this limit for a project if he or she
determines it is necessary to hflp a project meet the City’s housing goals as described in
Levy policies and the Consgfidated Plan.

D. DEVELQPMENT STANDARDS

Projects must provide glality housing with a minimum life of 20 years for rehabilitation
projects, and 40 yearsgffor new construction projects. Rehabilitation should minimize
ongoing maintenancf and utility costs. Phased rehabilitation is allowable if completion
can be guaranteed afid there is a funding source for the work other that the Trust Fund.
All buildings are refuired to meet applicable zoning and building codes.

E. RENTS

Rents will be based on a sliding scale. Eligible households pay approximately 35 percent
of their income for rent and any tenant-paid utilities associated with a project. Rents in
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projects which receive funds under the McKinney Act are determined in accordance with
section 3 (a) of the 1937 Housing Act (i.e. 30 percent of income for repeand utilities).
Income is to be reviewed annually and rental payments may be adjugfed by the sponsor. If
a household’s income changes prior to the annual review (due to Igfs of a job, addition of
a household member, death of a household member, etc.), rents gfin be adjusted.

Some households may have little or no income when first moyfng into levy housing. In
these instances, the minimum rent may be waived or reducegfuntil the household
qualifies for public assistance or becomes employed. The g€cision to provide the greater
subsidy and for how long is determined when Trust Fundfsubsidy is applied for and may
be reevaluated at the time of occupancy. At the annual p€view, the subsidy amount may
be adjusted if it is found that tenants are able to pay rght earlier than projected.

1. Adjustuments to Gross Ingbme :

When determining rents, two adjustments to a hbusehold’s gross income may be made.
For a household having medical expenses in gfcess of three percent of their annual
income, gross income can be adjusted by thg/amount in excess of three percent. These
expenses can also include non-medical expénses fur the assistance and care of household
members who are handicapped or disablef

Another allowable deduction is the amglunt for child care (for children under 13 years of
age) when it is necessary for the emp}dyment of an adult household member, or for his or
her further education. The estimated/cost of care can be deducted from gross income. The

amount must reflect the reascnablefcost of care and cannot exceed household income.

7 3 Non-Subgidized Units

When a household subsidized by the Trust Fund has an increase in income greater than
30 percent of the area mediayf income, the unit is no longer eligible to receive subsidy. At
the annual review, subsidy Jvould be discontinued. The household may have an
adjustment to its rent depefiding on the project’s current operating expenses.

3. fenant-Paid Utilities
When utilities are sepfrately metered, sponsors are required to annually calculate the
estimated cost for tegfant-paid utilities. The estimate is to reflect a reasonable usage
amount for each tyge of unit. The annual estimated cost is to be divided by 12 to
determine a montjfly average amount. This amount would be subtracted from the total
tenant payment t§ produce the monthly rent the tenant would pay the sponsor. In this

situation, tenanjf would be responsible for paying their utilities directly, regardless of the
amount.

e MANAGEMENT PLAN

O A manfigement plan is required for each application for Trust Fund subsidy. The plan
must be consistent with the intent of the Levy and adhere to local laws and
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regulations. The elements of the plan are listed in Section L of the Rental Production
Program portion of this Plan.

G. MAINTENANCE PLAN

Each project must have a maintenance plan that describeshow the building will be
maintained. It should describe the acceptable condition for each room (living room,
bathroom, kitcher, bedroom), common space (hallwayg, stairs, lobby), building systems
(heating and plumbing), and building exterior (roof, palls, foundation, chimney). It
should also include a schedule for both exterior andfinterior maintenance of the building.
For example, maintenance standards for interior stflirs could be that the stairs have lights
that work, and the railings be safe and in good cqfidition. The plan must also describe

subsidy. For the annual review, an actual figlancial statement for the previous year and a
proposed operating budget for the followiglg year will be required. The budget must be
based on the City’s fiscal year which begjs January 1.

Eligible uses of subsidy include costs fo

O Support service costs directly relate
including, but not limited to: cont:
related to project support, counse!
services, resident manager, servi
management.

to serving persons in the building funded,
services and on site staff supporting projects

g staff, crisis management staff, case management
coordination and support, and housing

operate the building but are ngt located at the site.
O The cost of a financial audit. An audit will be required for each project with a Trust
ore. The audit must be obtained by the sponsor. The
st Fund subsidized eligible expenses and that actual
the project’s approved operating budget. Projects with a
Bs than $25,000 are required to submit a year end financial
statement.

0O Administrative expeg
collection loss, prog
O On-going mainte

such as legal, advertising and marketing, insurance,

and personal property taxes.

ce expenses such as materials, janitorial supplies, maintenance
contracts, securigf, and other maintenance expenses.

O Long-term mairftenance, i.e., repairs to or replacement of building systems and
components such as replacing worn out appliances and fixtures, repainting units and
buildings, replacing floor coverings, doing major repairs to plumbing and heating
systems, re-roofing buildings, and other long-term maintenance needs.

O Project pai- utilities
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) Maintenance Reserve additions, which are funds set aside monthly by sponsors for
future long-term maintenance. The amount added to the reserve will be based on the
calculation in Maintenance Reserve Worksheet. The worksheet will be gequired with
each application for Trust Fund subsidy.

Operating reserve additions budgeted each year to cover unforesegyf operating costs.
The amount is to be 2.5 percent of all expenses except long-termyfaintenance. The
reserve will be allowed to accumulate until the amount is equgl'to 50 percent of a
year’s budget for operating costs. The operating reserve may/also be used to pay for
work which can not be entirely funded by the maintenangé reserve. As part of the
management plan, each sponsor must provide their pol€y, including procedures and
eligible costs, for how operating reserve funds may h€ spent.

The Trust Fund will not subsidize debt service (ip€fluding interest).

L PROJECT SELECTION
In response to a Notice of Funding Availabiligf/ (NOFA), sponsors will submit proposals

for Trust Fund subsidy along with their app}f€ation for capital funding. Proposal
requirements for the Trust Fund will be ingluded in the NOFA.

The project review process considers the following project characteristics:

The reasonableness of the proposgd operating budget;

The amount of operating suppoyf funds leveraged by the project;

The adequacy of the managerg€nt plan for the proposed tenant population and
building, and the experiencefof the sponsor,

The scope of rehabilitation/and whether the work minimizes operating expenses
The adequacy of the maigftenance plan in maintaining the building and preventing
long-term maintenanceproblems; and

The commitment and feasonableness of support services, if necessary, for the
proposed tenant popjflation.

J. SUBSIDY TERM
The Department of Jlousing and Human Services will make a conditional five year
commitment for Qferating and Maintenance Trust Fund subsidy, with a five year renewal
option, to providg subsidies to projects which have been approved. The five year renewal
option is subjecf'to the capacity of the Trust Fund to support the units then under
management. Jrojects funded will receive a maximum of twenty years of support.

If during theffommitment term the Trust Fund is depleted and cannot provide subsidies to
make the ugfits affordable to extremely low-income households, the sponsor can rent the
units to agly very low-income household who can pay an affordable rent. The sponsor
must prepare a plan acceptable to the City before it can do so. The plan must give
preference to the lowest income households who can pay such rents.

Q 00 0QQ

If the sponsor determines that it is no longer economically feasible to rent units to low-
income households, and no other subsidies are available, the sponsor and the City shall
jointly develop a plan for operation of the housing.
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K.  ANNUAL REVIEWS

DHHS will conduct financial, management, operations, and majntenance reviews of

projects receiving subsidy each year. DHHS will also review e project and determine

the subsidy amount for the following year. For the annual reffiew, the sponsor must

provide:

O An actual financial statement for the project comparegd with the operating budget.

O Phased rehabilitation work planned for the next yeag if any, and the source of funds
for the work.

O Long-term maintenance work planned for the nexyfyear, if any.

O Examination of services outcomes.

O An operating budget for the next year with the pgbjected monthly rent-up schedule.

O A narrative report explaining how the subsidy rgteived in the prior year and the

subsidy requested for the next year will allow tife sponsor to meet its subsidy goal for
extremely low-income households.
L.  SUBSIDY PAYMENTS AND ADJUSTMENTS

Subsidy will be paid to projects on a quarterly bgsis. The amount and the conditions for
providing subsidy will be negotiated between DJHHS and the sponsor, and established in

an annual contract amendment. The amount of pubsidy paid each quarter will depend on
the operating budget and can not exceed the agproved annual amount. Sponsors will be
required to provide quarterly financial reports

Adjustments to the subsidy amounts prior tojthe annual review will only be made when it
is determined by DHHS to be reasonable dyp to unforeseen circumstances. For example,
if a sponsor had tenants with incomes muclf lower than expected, and adjustment to the
subsidy amount may be made. Likewise, iff expenses like insurance or utilities take a

sudden and dramatic jump, an adjustmenffto the subsidy amount may be made.

If the need for additional subsidy is due Jo overestimating the rental income schedule,
then the sponsor may be required to prgvide a new marketing plan and rent-up schedule
when requesting a subsidy adjustmentJA project which is showing a surplus may be
required to make additional contributjpns to its Operating and Maintenance Reserves, or
if those reserve balances are deemedjadequate, its subsidy might be adjusted down until

the project’s cash flow requires the full subsidy again.
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Mugust 5, 1996

(Vexr. 3)

ORDINANCE

AN ORDINANCE relating to low-income hglising, approving the 1996-
98 Administrative and Financial/Plan for 1995 Housing Levy
Programs established under Ordfnance 117711, directing the
Department of Housin~ and Hu Services to submit a status
report to the City Ccuncil the administration of Housing
Levy funds, and authorizingf expenditure of certain funds
allocated to the administyation of Housing Levy programs,
subject to appropriation

WHEREAS, pursuant to Ordi ce 117711, as amended, the voters of
The City of Seattle Approved the levy of property taxes for
the purpose of finaficing low-income housing, including
housing for very -income households under RCW 84.52.105;
and

WHEREAS, Ordinance 7711 and the Affordable Housing Financing
Plan attached fhereto provide tor periodic submission to the
City Council $f an Administrative and Financial Plan for
programs fungled by the 1595 Housing Levy (“Levy Programs”) ;
and

WHEREAS, the Dgpartment of Housing and Human Services, in
conjunctjon with the Oversight Committee for the Levy
Programg/, has developed the initial Administrative and
Financjal Plan; and

WHEREAS, dinance 117711 allocated funds to the administration
of using Levy programs, and further provided that
nditure of forty percent (40%) of such funds would
require authority expressly granted by ordinance; and

321108
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August 5, 1996
(Ver. 3)

WHEREAS, The City Council will benefit from a status Jfeport from
the Department of Housing and Human Services opf the -
administration of Housing Levy funds; Now, T refore,

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLONWS:

Section 1. The City Council hereby proves the 1995
Seattle Housing Levy Administrative and/Financial Plan for
Program Years 1996-98 attached to thjs Ordinance as Exhibit A.
Section 2. The City Council Jlereby finds that in order to
promote the efficient, cost-effeftive and responsible
administration of Levy Progragb, it is appropriate to authorize
the expenditure through Dec er 31, 1998, of the remaining forty
percent (40%) of funds al)bcated in Ordinance 117711 for the
administration of Housi Levy Programs. Therefore, the City
Council authorizes th¢gf expenditure through December 31, 1998, of
the full amount allgkated to administration of Housing Levy
programs in Ordingnce 117711, subject to appropriation of such
funds.
N

Section The City Council directs the Department of

Housing and/Human Services (DHHS) to develop and submit to the
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HRT/XRN

August 5, 1996
(Ver. 3)

City Council a status report on DHHS’ administrati of 1995
Housing Levy funds, which report shall address Jhe present and
projected costs of administration of 1995 H sing/Levy funds, and
sl..11 be submitted to Council by Septembey 1, 149';97.

Section 4. This ordinance shall tgke effect and be in force

thirty (30) days from and after its Jgpproval by the Mayor, but if
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HRT/KRE
August S, 1996
(Ver. 3)

not approved and returned by the Mayor within ten/(10) days after
presentation, it shall take effect as provided Jy Municipal Code
Section 1.04.020.

Passed by the City Council the

1996, and signed by me in open session authentication of its

passage this day of , 1996.
Presiden of the City Council
Approved by me this ay of , 1996.
Mayor
Filed by me this day of ., 1996.
City Clerk
(Seal)
Exhibits:

A: Administratjfve and Financial Plan

Planord3.doc

e
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STATE OF WASHINGTON KING COUNTY

72304
City of Seattle,City Clerk

Cityofﬂe.ule

&ﬁ-ﬁ'ﬁ

Affidavit of Publication

No. ORDINANCE TI

Affidavit of Publication

The undersigned, on oath states that he is an
authorized representative of The Daily Journal of Commerce, a
daily newspaper, which newspaper is a legal newspaper of general
circulation and it is now and has been for more than six months
prior to the date of publication hereinafter referred to, published in
the English ianguage continuously as a daily newspaper in Seattle,
King County, Washington, and it is now and during all of said time
was printed in an office maintained at the aforesaid place of
publication of this newspaper. The Daily Journal of Commerce
was on the 12th day of June, 1941, approved as a legal newspaper
by the Superior Court of King County.

The notice in the exact form annexed, was published in regular
issues of The Daily Journal of Commerce, which was regularly
distributed to its subscribers during the below stated period. The
annexed notice, a

CTOT:118257-118260

was published on
29/16/96

thesumof §
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“5 TIME ANC™\TE STAMP

SPONSORSHIP

THE ATTACHED DOCUMENT 1S SPONSORED FOR FILING WITH THE CITY COUNCIL BY
THE MEMBER(S) OF THE CITY COUNCIL WHOSE SIGNATURE(S) ARE SHOWN BELOW:

Gﬁa.r

FOR CITY COUNCIL PRESIDENT USE ONLY

COMMITTEE(S) REFERRED TO:

PRESIDENT’S SIGNATURE
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City of Seattle OPY PECEIVED

Executive Department—Office of Management anddlannings s

Thomas M. Tiemey, Director

Norman B. Rice, Mayor "TILE SIT £ ATTORNEY
August 5, 1996
/

The Honorable Mark Sidran -,"'.f?
City Attorney For pﬂ
City of Seattle PR

-
Dear Mr. Sidran:
The Mayor is proposing to the City Council that the enclosed legislation be adopted.

REQUESTING

DEPARTMENT: Housing and Human Services

SUBJECT: AN ORDINANCE relating to low-income housing, approving the
1996-98 Administrative and Financial Plan for 1995 Housing Levy
established under Ordinance 117711, directing the
Department of Housing and Human Services to submit a status report
to the City Council on the administration of Housing Levy funds, and
authorizing expenditure of certain funds allocated to the
administration of Housing Levy programs.

Pursuant to the City Council's S.0.P. 100-014, the Executive Department is forwarding this
request for legislation to your office for review and drafting.

After reviewing this request and any necessary redrafting of the enclosed legislation, return the
legislation to OMP. Any specific questions regarding the legislation can be directed to Joan
LaFrance 684-8070.

Sincerely,

Norman B. Rice
Mayor

Accommodations for people with disabilities provided on request. An equal employment opportunity - affirmative action employer.
Office of Management and Planning 300 Municipal Building, Seattle, Washington 98104-1826
(206) 684-8080 @ (TDD) 684-8118 ® FAX (206) 233-0085

Printed on Recycled Paper

o

*30110N

*INIWNO0C 3HL 40 ALITVAD 3HL Oi 3n@ SI 1I

ID1L0N STHL NVHL ¥¥31D S$S31 SI 3Wvd¥d SIHL NI IN3WNJ0Q 3HL 41

o



	Ord_118258_pt1
	Ord_118258_pt1_pg4
	Ord_118258_pt1_i

	Ord_118258_pt2
	Ord_118258_pt2_i
	Ord_118258_pt2_pg37.39




