MIAMI-DADE

Memorandum &

Date: June 5, 2007 Amended
‘Agenda Item No. 12(A)(1)

To: Honorable Chairman Bruno A. Barreiro
: and Members, Board ofounty Commissioners

From: George M. Burgess &b
County Manager

Subject: Funding Recomm‘endatlons for the @Y 2007 Documentary Surtax Mid-

Year Cycle .
R#641-07

The following item was amended at the May 16, 2007 Economic Development and Human Services
Committee meeting to include language committing future Surtax funds to projects listed in the
“next in line” list of applicants upon their continued eligibility, removes Villa Maria Apartments
project ($800,000) from the “next in line” list, and corrects the subtotal for the “next in line” list
accordingly. This item further corrects scrivener’s errors in Exhibit A and Exhibit B related to
Commission Districts. At the June 5, 2007 Board of County Commissioners meeting, the item was
amended once more to correct the “recommended funding” list allocations on Exhibit A for #7 Coral
Place ($1.4 million, instead of $1,287,638); #8 Pinnacle Square ($3.5 million, instead of $3,219,095);
#9 Pinnacle Place ($3.9 million, instead of $3,586,991), and #10 Pinnacle Plaza ($5.25 million, instead

of $4,828,642).

It is recommended that the Board of County Commissioners (BCC) approve the funding recommendations
for the FY 2007 Mid-Year Request for Applications (RFA) allocating $25 million in Documentary Surtax
(Surtax) funds for gap financing. With this final or “gap” financing, the County will contribute to adding at
least 1,243 affordable housing units in the County with expected completion no later than two years from

this date.

Scope

The impact of this resolution is to allocate $25 million of gap funding for a minimum of ten separate projects.
A thorough breakdown for each project is attached as Exhibit A, with such information as previous County
funding, number of units, total development cost, type of activity, and current stage of construction.

In addition, for the information of the BCC, developers who requested a local minimum contribution
($300,000) to access tax credits are listed in Exhibit B, with the number of associated units, and location.

Background on the Mid-Year RFA

After reviewing the previous administrative procedures used by staff to recommend funding for the
development of affordable housing projects, staff concluded that implementing a Mid-Year RFA would: 1)
standardize the process of awarding gap financing, and 2) synchronize timing of the award of Surtax local
match commitments with the Universal Application Cycle at Florida Housing Finance Corporation (“FHFC”).

The BCC, through Resolution R-38-07, approved the criteria and process, and authorized the advertisement
of the RFA for the FY 2007 Surtax Mid-Year Cycle to include a minimum of $15 million. The Mid-Year 2007

RFA was structured to award funding under two categories:
1) Applicants that would be applying for tax credits and required a minimum local contribution to

qualify, and
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2) Applicants that had previously received tax credits from the Florida Housing Finance Corporation
(FHFC) or other public funds and still requured additional or “gap” funding to complete their
affordable housing developments.

Background on the Tax Credit Process

In order to be eligible for Housing Credits, a developer must set aside all of the units in a development that

is receiving tax credits for eligible low- or very low-income residents. Rents for units funded by Housing

Credits are restricted as set by the U.S. Department of Treasury in order to ensure that units are affordable -
to eligible families. The current FHFC rule requires a minimum compliance period of 50 years.

Given these restrictions on operating income, the proposed developments can support only a small amount
of conventional market priced debt. Thus, increases in construction costs cannot be covered by borrowing
additional funds in the conventional market because it is not possible to simply raise the proposed rents
without rendering the project unaffordable to the target income group. Pairing Surtax funds with Housing
Credits is therefore very attractive to developers facing construction funding gaps created by increases in
construction costs and the very real increases in operating costs. In many cases the availability of local
funds is the only mechanism available to develop rental projects for low-income families. This is especially
true given recent increases in the cost of construction, land, insurance, and taxes.

The County received 26 applications requesting a minimum commitment of County funds sufficient to meet
the “local match” requirement of the Universal Tax Credit Application Cycle offered by the FHFC during
March of this year. One of those subsequently withdrew their application. As per the conditions established
within the RFA, and as adopted by the BCC, the local match applicants were reviewed to ensure that they
met the established minimum threshold criteria. Subsequent to this review it was determined that 25
applicants met threshold requirements and each received an executed commitment stating that if the
applicant were to received an award of tax credits, the County would provide the $300,000 required as the
local match contribution. Understanding that in order for a developer to receive tax credits, they must score
100 percent on their application to the state and then, compete in a lottery. Miami-Dade County expects no
more than four developments to receive tax credits at which time, the total number of additional units within
geographic Miami Dade can be assessed. All projects not recelvmg tax credits will have their County
minimum contribution commitment rescinded.

Background on Gap Financing Process

-Gap financing is the final funding required to ensure the viability of a project. Funds are needed to either
finish construction or to finalize the financing package for the projects. In order to ensure that these
requests reflect actual gap financing costs, as part of this allocation process, the County is implementing a
Subsidy Layering Review (SLR) process prior to issuing any funding. SLR is a process to determine the
appropriate amount of subsidy necessary to complete the construction for each successful development. It
is instrumental in our efforts to effectively and appropriately manage Surtax funds. This credit underwriting
process will be utilized for all future RFA processes.

To accomplish this management improvement, the County has contracted with three credit underwriters to
perform the analysis: AmeriNational Community Services, Seltzer Management Group, and First Housing
Development Corporation. These underwriters are already contracted with the FHFC and are familiar with
each of the tax credit projects for which the County received gap financing applications. These underwriters
will perform the SLR on all applications being recommended for gap funding and issue an opinion as to the
accuracy of the funding request. Fees associated with the SLR process will be paid by all successful

applicants.
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it is anticipated that the SLR analysis will be completed during May and June of 2007. It is anticipated that
the SLR process will result in a total required funding amount less than the total requested by the
developers, and allocate $25 million across at least 10 developments, or 1,243 units. Should the SLR
process yield enough savings to fund additional projects, staff will reduce the allocation to any of the ten
projects that would have been over subsidized and fund the “next in line” applicant until the $25 million is
fully utilized. Exhibit A includes the order of the applicants. The item was amended at the May 16, 2007
Economic Development and Human Services Committee meeting to further include language that would
commit future funds towards projects in the “next in line” list of applicants.

Projects Requesting Gap Funding of Projects

Developers requesting Surtax for gap financing are listed in Exhibit A, and are divided into two categories:
1) developments having already received tax credits under a prior cycle (Group A) and 2) non-tax credit
developments (Group B). As dictated by the advertised document, applicants in Group A were to be
awarded funds first and depending on the amount of funding available, Group B applicants would be
considered. Within both groups, percentage of construction completion was a primary scoring criteria. The
- intent of this requirement in the scoring criteria is to expedite the availability of affordable housing.
Therefore the percentage of construction completion accounts for 50 percent of a project’'s score. Due to
the fact that the requests in Group A totaled $54.077 million and funds available were limited to $25 million,
Group B could not be addressed in this Mid-Year cycle.

Fiscal Impact

In July 2006, the County through the help of consultants produced a five-year pro forma addressing Surtax
cash balances and outstanding commitments. A recent update of the pro-forma coupled with the significant
amount of funding requests resulted in a decision to allocate $25 million for this Mid-Year RFA’s gap
financing recommendations. The amount of funding requests for gap financing far exceeded the minimum
~ $15 million dollars that were made available under the Mid-Year RFA.

As indicated previously, the 25 applications for the local government contribution, have already received
commitments of $300,000, which is separate from the $25 million allocated towards gap financing. As
stated earlier, staff will not know the final amount required for the local match commitment, which is
dependent on the number of developments that receive an award from the State. Given the FHFC's
allocation formula, it is expected that no more than four developments will be awarded tax credits, resulting
in an estimated $1.2 million in local minimum contribution. Developers who do not receive an award from

FHFC will have their commitments rescmded

Additional Information

In addition, staff is preparing a report listing all the Surtax supported developments thfoughout the County
and their progress.

Attachments

3¢nior Advisor to the County Manager



€}
\n NT
\

MEMORANDUM

(Revised)
TO: Honorable Chairman Bruno A. Barreiro DATE: June 5, 2007

and Members, Board of County Commissioners

' ‘ v - Amended
- SUBJECT: Agenda Item No. 12(A) (1)

.
FROM: %y A?i s
Afttorn

County

y

Please note any items checked.

“4-Day Rule” (“3-Day Rule” for committees) applicable if raised
6 weeks required between first reading and public hearing

4 weeks notification to municipal officials required prior to public
hearing

Decreases revenues or increases éxpendi-tures withput balancing budget
Budget required

Statement of fiscal impact required

Bid waiver requiring County Manager’s written recommendation

Ordinance creating a new board requires detailed County Manager’s
report for public hearing

Hous‘ékeeping item (no policy decision required)

No committee review



Amended

Approvgd ’ ‘ Mayor ‘ Agenda Item No. 12(A) (1)
Veto 06-05-07
Override

RESOLUTION NO.  °41-07

RESOLUTION APPROVING THE RECOMMENDATIONS
OF FUNDING FOR THE MIAMI-DADE COUNTY
REQUEST FOR APPLICATIONS FOR FY 2007
DOCUMENTARY SURTAX (SURTAX) MID-YEAR CYCLE;
AND AUTHORIZING THE COUNTY MAYOR OR HIS
DESIGNEE TO  EXECUTE ANY  NECESSARY
AGREEMENTS
WHEREAS, this Board desires to accomplish the purposes outlined in the

accompanying memorandum, a copy of which is incorporated herein by reference,

kNOW THEREFORE, BE IT RESOLVED BY THE BOARD OF COUNTY
COMMISSIONERS OF MIAMI-DADE COUNTY, FLORIDA, that this Board authorizes the
recommendation of $25,0B0,000 in funding for the Request for Applications for FY 2007
Funding from Documentary Surtax (Surtax) Mid-Year cycle; and upon completion of a Subsidy
Layering Review Process, further authorizes the County Mayor or his designee to award funding
to developments in ranked order as outlined in the accompanying memorandum in order to fully
expend the $25 million. Finally, the Board authorizes the County Mayor or his designee,
following approval by the County Attorney’s Office, to execute agreements, contracts, and
amendments on behalf of Miami-Dade County; to shift funding sources for this program activity
without exceeding the -total amount allocated to that agency; and to exercise amendment,

modification, renewal, cancellation and termination clauses on behalf of Miami-Dade County,

Florida.
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The foregoing resolution was offered by Commissioner | ,
who moved its adoption. The motion was seconded by Commissioner

and upon being put to a vote, the vote was as follows:

; Bruno A. Barreiro, Chairman
Barbara J. Jordan, Vice-Chairwoman

Jose "Pepe" Diaz Audrey M. Edmonson
Carlos A. Gimenez Sally A. Heyman

Joe A. Martinez Dennis C. Moss
Dorrin D. Rolle Natacha Seijas

Katy Sorenson Rebeca Sosa

Sen. Javier D. Souto

The Chairperson thereupon declared the resolution duly passed and
adopted this 5th day of June, 2007. This resolution shall become effective ten (10)
days after the date of its adoption unless vetoed by the Mayor, and if vetoed, shall

become effective only upon an override by this Board.

MIAMI-DADE COUNTY, FLORIDA
BY ITS BOARD OF COUNTY
COMMISSIONERS

HARVEY RUVIN, CLERK

By:

Approved by County Attorney as
“to form and legal sufficiency.

Shannon D. Summerset

Deputy Clerk
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