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Date: February 4, 2008 February 12, 2008
B&F
To: Christopher Mazzglla Agenda ltem No._1D1Supplement
Inspector Ge
From: George M. Bur
County Mana

Subject:  Write-off of Lidbilities to the Hbusing Assistance Loan Trust Fund Ref IG 07-84

This memerandum has been prepared in response to the January 30, 2008 Office of Inspector General (OIG)
report. As we discussed on the telephone, | am disappointed that your office did not adequately research this
subject nor contact the individuals in the Administration who could have provided accurate information
regarding the reported transactions. For the record, no one from the OIG ever contacted me or the Director of
the Office of Strategic Business Management to discuss this matter. | am also surprised at the tone of the
report as it appears to be more of a political statement than a factual report. [ intend to present factual

information to set the record straight.

In your report, you state that you have two concerns, namely 1) were the loans proper when made and 2)
should the loans be forgiven. You further state that you have not performed an analysis of the use of the
Surtax funds. The County Attorney opinion dated October 21, 1987, responds to the use of Surtax revenues.
The request was for an opinion as to “whether Surtax revenues can be committed for renovation of public
housing units...” The response was in the affirmative. “Under present law, Surtax funds shall only be used for
the purpose of financing the consiruction, rehabiiitation or purchase of housing for iow -and moderaie income
families.” Further, the opinion states, "There is no distinction in the statutes which would require that Surtax
funds only be used for private housing.” The answer to the question of whether public housing is providing
housing for low- and moderate-income families seems rather obvious; by definition public housing addresses
the needs of the community, Public owned afferdable housing serves those in our community who can least
afford a roof over their heads.

In your report you state that “in the course of this review, we examined the justification cited to absolve the
Miami-Dade Housing Agency [MDHA] from its liability to pay back certain monies that it borrowed from the
Miami-Dade Housing Assistance Loan Trust Fund.” Your report states, “we strongly believe that the rationale
subscribed to for absolving MDHA of its loan obligations does not translate into the County’s absolution
towards its responsibilities as the steward of these special purpose surtax funds.” This statement is correct.
Absolution of MDHA's loan obligation does not absolve the County of its responsibilities as the steward of the
Surtax funds. However, as long as the funds loaned to MDHA were used for statutorily permissible purposes,
such as the renovation of public housing units, then the County has met its responsibilities as the steward of
these funds, regardless of whether the County absolves MDHA's loan obligations. | submit that the Surtax
funds used for the rehabilitation of public housing units was an appropriate use of funds. Further, in response
to these statements, we noie ihat the Settiement Agreement iisis severai items that wiii need io be
accomplished prior to the agency’s release back to County control. As such, the US Department of Housing
and Urban Development (US HUD) requested that the loans be removed from MDHA’s books. It is my
intention'to bring an item to the Board for approval to forgive these loans.

As | have indicated before, while the original intention may have been to repay the loans authorized by the
Board of County Commissioners (Board), it has been evident for sometime that MDHA does not have the
resources to meet their payment obligations, and should be written off. At the time the $9.6 million was
submitted to the Board, the true structural deficit that exists in the MDHA budget had not heen fully identified.
The federal public housing assistance has been reduced over a number of years, and the subsidies have not
been sufficient to support the operations of the agency. There is no indication that this trend will cease.



Christopher Mazzella, Inspector General
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MDHA provides over 9,000 housing units to this community, The Board was placed in a very difficult position
of either laying off maintenance and other personnel, which would reduce the number of public housing units in
circulation for occupancy, or providing additionai support io MDHA that is iawfui in order o coniinue to provide
the housing units to the very people that the Surtax program was intended to provide assistance. Recurring
revenues have continued to decrease in subsequent years nfaking it impossible to repay the loan.

The February 7, 2008 Resolution authorized the $9.6 million transfer of Surtax fund toc MDHA, As a source of
repayment, the cover memorandum mentioned the sale of two unsubsidized apartment complexes owned by
MDHA, Gateway and Ingram Terrace, which were intended to generate $6.1 million in one-time revenues in
the fiscal year 2004-05 budget. However it was later determined that the sale of these properties should not
be pursued since it would reduce the number of low-income housing stock available to meet the needs of the
community.

You make a passionate plea that the $9.6 million loan made in February 2006 and the other two loans for $3
million in June 2004 and $775,000 in September 2004 are not old loans and need not be forgiven. It should be
noted that MDHA, while it had good intentions to repay the loans from the sale of assets, had the sale taken
place it would have reduced the stock of housing units when the need for affordable housing is very great. It
should be quite evident that MDHA had, and continues to have, cash flow problems because the federal
subsidy is not sufficient to support public housing to those that desperately need it.

You state in your report that the County’s program establishes a Request for Application (RFA) process and
requires that “no allocation of Documentary Surtax funds shall be made except as part of a competitive RFA
process...” and that “Needless to say, the transfers discussed herein did not go through a RFA process.”
Please remember that the requirement for the RFA was enacted by the Board on December 11, 2006 by
Ordinance 06-170. The Surtax loans predated the adoption of this Ordinance, therefore the RFA process was
not a requirement at the time of approval. It should also be recognized that on July 11, 2006, prior to the
Miami Herald's House of Lies series, a report was provided to the Board that outlined three scenarios where
Surtax funds were allocated outside of the annual RFA process (see report attached). The transfers discussed
herein and others are disclosed in that report. Subsequent to discussions regarding the report by the
Community Empowerment and Economic Revitalization (CEER) Committee and the BCC, Ordinance 06-170
was adopted.

Should you require more information, please feel free to contact me. In the interest of ensuring that the most
accurate information is available for our elected officials and our community, | hope that in the future we have
the opportunity to discuss and react to your findings before they are released.

Attachment

c: Honorable Carlos Alvarez, Mayor
Honorable Bruno A. Barreiro, Chairman
and Members, Board of County Commissioners
Robert A. Cuevas, Jr., County Attorney
Denis Morales, Chief of Staff
Cynthia W. Curry, Senior Advisor to the County Manager
Rachel Baum, Director, Finance Department
Jennifer Glazer-Moon, Director, Office Strategic Business Management
Cathy Jackson, Director, Audit and Management Services
Charles Anderson, Commission Auditor
Honorable Katherine Fernandez Rundle, State Attorney
Clerk of the Board
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Date: July 11, 2008

To: Honorable Chairman Joe A. Martinez
and Members, Board of County Commissioners

From: George M. Burges

County Manager W«— _
Subject: Report on Useswdf Documentary Stemp Surtax Outside of the Request for Application

(RFA) Process (REVISION OF ATTACHMENT 3) -

Please note that the attached report is a revised version of the report submitted under the same
subject on July 6, 2006. The revision pertains to Attachment 3 of the report., “Non RFA Surtax
Funding Usage Supplemental Projects (1999 to present). ©
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Memorandum

Date: . July 11, 2006

To: Honorable Chairman Joe A. Martinez
and Members, Board of County Commissioners

From: George M. Burgess
County Manager W’KM
Subject: REVISED - Report*n Uses of Documentary Stamp Surtax Qutside of the Request for

Application (RFA) Process

At the June 13, 2006 Community Empowerment and Economic Revitalization (CEER) Committee meeting,
a request was made by Commissioner Barbara J. Jordan for staff to provide a report reflecting
Documentary Stamp Surtax funds used for projects approved outside of the annual Request for
Application (RFA) process.

The formal RFA process is performed annually with developers applying for Surtax funding in response to
a competitive process. Applications are reviewed and scored with developers having the opportunity to
meet with the review committee prior to final scoring. The recommendations for funding are made by staff
to the Affordabie Housing Advisory Board, with the Board of County Commissioners (BCC) having final
approval.

This report outlines three ways in which Documentary Stamp Surtax funds have been utilized outside of
the annual RFA process. Based on the records maintained by staff, the most accurate information which
runs from 1999 to the present, is included in the attachments.

o One of the ways funds are utilized is through the provision of “gap” financing to developers. In
most cases, the developer responds to the RFA, and a certain amount of funds is appropriated by
the BCC. However, as the project develops, the developer encounters a financing gap and
presents an additional request to the MDHA for review and further consideration by the Affordable
Housing Advisory Board (AHAB). Upon approval by MDHA and AHAB, the requests are forwarded
to the BCC for consideration and approval. According to the information in Attachment 1, the
Board has approved a total of $58.845 million in gap financing through 74 separate resolutions
since 2000.

¢ In other instances, the flow of federal funds is not sufficient to address the cash flow needs of the
Public Housing and Section 8 Programs. Attachment 2 details the total use of approximately $36
million of Documentary Surtax funds for MDHA needs such as the repayment of the Fannie Mae
line of credit for infill developers, and the rehabilitation of public housing units, among others.

o During the annual RFA selection process, developers have a thirty (30) day period to respond and
submit applications for funding. However, immediate funding due to emergencies may be needed
in addition to any funds allocated through the RFA process. These items in Attachment 3 are not
categorized as gap financing for developers; however, they are projects that require emergency or
otherwise significant assistance to families in jeopardy of losing their homes due to tragic incidents
such as 9-11. The BCC has moved forward with programs such as Home Savers program and
included provisions to provide additional rental and mortgage assistance. In addition to providing
emergency relief, the Board also authorized the County Manager to perform actions necessary to
address the vital issue of providing housing for the low and very low income elderly by working with
not-for-profit 501(c)(3) corporations to proceed to develop the aforementioned housing.
Attachment 3 includes a total of $46.771 million through Board approved resolutions to meet these
various needs. .



Honorable Chairman Joe A. Martinez
and Members, Board of County Commissioners
Page 2

Staff is currently reviewing the Documentary Stamp Surtax Program and preparing a cash flow analysis.
Findings and recommendations from the review will be presented to the Board at a later date. If you have
any questions regarding the information in this report or on the Program, please feel free to contact Senior
Advisor Cynthia W. Curry at 305-375-4126.

Attachments

C, Cynthia W. Curry, Senior Advisor
Jennifer Glazer-Moon, Director, Office of Strategic Business Management
Rudy Perez, Interim Director, Miami-Dade Housing Agency
Miami-Dade Housing Agency Management Team Members
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Non RFA Surtax Funding Usage Attachment 1
GAP Financing to Developers
2000-2006

Amount Cancealiad
Authorixing Awarded Contracts Net Award Total Draws Balance Comm. Units

Organization Activity Name Resolution () &) (a-buc) {d) ({c-d=s) Dist. Funded Comp
41 Marbrisa Apartments, Led. Marbrisa Apartments R-354-01 250,000 4] 250,000 250,000 (1] 1 368
42 M & B Developers Mas Best Homes R-1342-00 500,000 500,000 0 o o 8 0
43 Miami 56, LLC Miami 56 R-852-04 2,000,000 2,000,000 ) ] 1] L] ]
44 Monterey Pointe Associates Monterey Pointe Apartments R-622-01 750,000 0 750,000 750,000 o 9 336
45 Pinnacle/Old Cutler Village, Ltd. Old Cutler Village Apts. R-1267-03 750,000 o 750,000 750,000 0 ] 288
46 Greater Miaml Neighhorthoods, Inc./Palermo La Palermo Lake Apts.Le Chalet Apts. R-48-08 2,000,000 0 2,000,000 0 2,000,000 [] 110
47 Park Towers Associates, Ltd. Park Towers R-53-05 50,000 50,000 (1] ] [+] L] )]
48 Pinnacle Housing Group Pinnacle Lakes Apartments R-869-01 750,000 0 750,000 750,000 [ ] 1 226
49 Pinnacle Housing Group Pinnacle Lakes Apartments R-210-03 1,000,000 0 1,000,000 1,000,000 o 1 -
50 Pinnacle Housing Group Pinnacle Lakes Apartments R-1423-04 750,000 [ ] 750,000 750,000 [}] 4 -
51 Allapattah Business Development Authority Ralph’s Plaza 1 R-117-01 250,000 o 250,000 250,000 0 3 14
52 Pinnacle Housing Group Rayos Del Sol Apartments R-210-03 750,000 4] 750,000 750,000 o 5 199
53 Allapattah Business Development Authority Reh Small Rental Bidg 1 R-384-01 168,887 166,667 ] (1] 0 313 [)]
54 Aliapattah Business Development Authority Reh Small Rental Bldg B R-354-01 166,666 166,666 4] (] 0 2,3,4 0
53 Allapattah Business Development Authority Reh Smail Rental Bidg IR R-354-01 166,666 166,666 0 [+] 0 2,35 g
56 Metro-Niami Community Development Corpora Rehab of Rental Ridg 1 R-354-01 166,867 166,667 Q <] o 3,4 )]
87 Metro-Miami Community Development Cerpora Rehab of Rental Bidg Il R-384-01 166,667 166,667 ] [1] o 2,3 0
58 Metro-Miami Community Development Corpora Rohab of Rental Bidg 111 R-354-01 166,667 166,667 0 o 0 3,4 0
59 Enterprise Community Developmaent Corporatic River Run South Apartments R-314-04 1,000,000 o 1,000,000 1,000,000 o s 174
60 New World Center Foundation Rok Tower R-354-01 500,000 500,000 o [ 0 [ 1 ]
61 Running Brook Associates Running Brook Apartments R-369-01 500,000 500,000 (1] [ ] 9 ]
62 The Carllsie Group/Santa Clara Apartments 1l, | Santa Clara Apartments I R-T77-06 1,160,000 0 1,160,000 ¢ 1,160,000 3 204
63 Carrfour Supportive Housing, inc. Sunsouth Piace R-372-05 775,000 1] 775,000 0 775,000 - 70
64 Penninsula at Aventura, Inc. Surfside Apartments R-354-01 300,000 300,000 [ ] )] ] 4 [\ ]
65 Temple Court Partners, Ltd. Temple Court Apartments R-256-06 1,000,000 ¢ 1,000,000 0 4,000,000 § 81
66 Citadel Moldings Group, Inc. The Citads} Condominiums R-354-01 260,000 (] 260,000 260,000 [} s 7
67 Pinnacls Housing Group The Corinthian Apartments R-T53-03 3,000,000 3,000,000 ] o [+ ] 2 o
68 Pinnacte Housing Group The Corinthian Apartments R-258-06 4,000,000 g 4,000,000 0 4,000,000 2 126
69 Tuscan Place, Ltd. Tuscan Place R-968-04 2,000,000 0 2,000,000 2,000,000 [ 1) 3 199
70 Tuscan Place i, Ltd. Tuscan View Apartments R-1324-05 2,000,000 ¢ 2,800,000 2,000,000 [ ] 3 175
71 Tuscany Place Associates Tuscany Place Apartments R-1088-04 1,000,000 g 1,000,000 1,000,000 o 8 340
72 The Cornerstone Group/Villa Capri Associates, Villa Capri Apartments R-750-03 1,000,000 1,000,000 o ] [ 9 [+ ]
73 Model Housing Coopersntive Vitlas Dr. Godoy . R-1354-01 300,000 0 300,000 275,008 24,992 -] 32
74 Opa-Locka Community Development Corporath Westview Terraco Apartments R-1424-04 1,000,000 ¢ 1,000,000 4,000,000 (1] 2 421
$58,845,55% $15,710,000 $43,135,558 $25,362,113 $17,753,442 6,830

1. Pravious appropriations awarded through through RFA process. Dollers includa SHIP and Surtax.
2. NA-DId not receive Ship nor Surtax funds in previous alfocations.
Page:2 of 2 07/11/2006
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