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This memo will serve to clarify the Bridge Housing request in regards to the Montevista Apartments, Item No. 23
on the June 19, 2018 City Council/Housing Authority Joint Agenda.

On June 12, 2018, Bridge Housing, developer of the Montevista Apartments, requested the Housing Authority
Commission to consider revising the Housing Authority’s existing loan. Revising the loan is needed to facilitate
Bridge Housing’s proposed restructuring of its financial debt on the Montevista Apartments. The purpose of the
financial restructuring is to buy out its Limited Partner and to secure funding to do rehabilitation of the units.

Bridge Housing requested five actions from the Housing Authority. The items included:

1. Authorize a short term Subordination of the City Loan to a short term lender, LIIF Housing Preservation
Fund, LLC; and the long term subordination to the California Housing Finance Agency for the permanent
loan
Revise the Existing Interest Rate
Forgive Accrued Interest
Restructure the Housing Authority’s share of the project cash flow, and
Forego the first 10 years of anticipated residual receipts loan payments.
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The Housing Authority approved the first 4 items requested however Item No. 5 was scheduled for further
discussion.

For Consideration of the Commission

Initially, in conversations with Bridge Housing staff, Housing Authority staff proposed that the Housing Authority
forego 8 years of payments instead of 10 years. Bridge Housing agreed to the proposal and therefore, the staff
report was prepared with the agreement in place and released for public review.

However, after further analysis, because of rising interest rates affecting their refinancing, Bridge Housing
proposes to keep the 10 year term. However, after the 6™ year, they have offered to prepare a report detailing
the use of the cash flow and evaluating if additional cash is needed for rehabilitation work and justifying what
additional work is needed. If no additional work is needed, the City would start receiving payments at the
beginning of the seventh year. Their request is attached for reference.

Recommendation: Adopt a Housing Authority resolution to direct the Executive Director to prepare and execute
the loan documents to forego the first ten years of anticipated residual receipts loan payments with a report
detailing cash flow uses at the end of the sixth year and justifying additional work and cash flow, if needed.
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June 19, 2018

BAY ARFA SENIOR SERVICES, INC.
Tim Wong BRIDGE ECONGMIC
City of Milpitas DEVELOPMENT CORPORATION
Housing and Neighborhood Services Manager
455 E. Calaveras Blvd.
Milpitas, CA 95035

Re: Montevista Apartments Loan Modifications
Dear Mr. Wong,

| am writing in regard to item number 23 on the City Council agenda for June 19, This is a continuation of
BRIDGE and the City’s conversation about modifications to the City’s existing loan on Montevista Apartments.
These modifications are requested as part of a larger effort to refinance and perform physical rehabilitation
work at the development.

We very much appreciate the loan modifications approved at the June 12™ City Council meeting. Following that
meeting, we closely evaluated our final request that the City defer cash flow payments on the existing loan for
10 years. While the majority of the rehabilitation work will be completed in 2019 and 2020, the project may
require additional construction work over the first eight years of operations following initial construction period.
The City’s deferral of cash flow payments in the outer years would go directly to those construction activities.
The value of the City’s deferral is elevated by the current interest rate environment. Every 10 basis point
increase in interest rates reduces the potential CalHFA loan proceeds by approximately $500,000 — proceeds
that are no longer available for the rehabilitation of Montevista Apartments.

We would like to offer a new idea to address the City’s concerns about the length of the cash flow deferral, At
the end of the sixth year, we propose that BRIDGE be required to prepare a report to the City Manager detailing
the uses of cash flow in the previous six years and justifying what additional rehabilitation work needs to be
completed for the last four years of the cash flow deferral. If no additional rehabilitation work is needed at that
time, the City would receive its full cash flow payments beginning in the seventh year.

We look forward to discussing this idea further at the Council meeting. Thank you to City Staff and City Council

for all of your efforts to help BRIDGE achieve a successful rehabilitation of Montevista Apartments,
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