Berkeley Housing Authority

1947 Center St., 5" Floor, Berkeley, CA 94704
Telephone: (510) 981 5470 Fax: (510) 981 5480

Item 7A

NEW BUSINESS
Office of the Executive Director October 6, 2022
To: Honorable Chair and Membets of the Berkeley Housing Authority Board

Raog o

From: Rachel Gonzales-Levine, Acting Executive Director

Subject: Approve an Extension of the Project-based Master HAP Contract with Helios
Cotner for 45 units for a period of 5 years (2022 - 2027)

RECOMMENDATION
Extend the existing Project-based Master HAP contract for 45 units at Helios Corner for a petiod of
5 years, to fulfill the maximum first contract term of 20 years.

BACKGROUND

This item, appearing on the September 8" Board meeting agenda, is returning this evening for
consideration of a reduced number of PBVs: 45 instead of 59 cutrently under PBV contract. SAHA
responded to a follow up request for information after the 9/8/22 Board meeting (Attachments 2
and 3) which included a desctiption of the ability to priotitize voucher holders for vacant units (but
not all vacant units—see below), and cost cutting measures SAHA could take: reducing custodial
services, eliminating the secutity guard, catpet cleaning only annually rather than quarterly, and
attempting to negotiate with telephone/ internet/cable providers.

Additionally, SAHA provided vatious operating projections for a 20 year period as requested by
(Attachment 3): (2) with cutrent expenses, 59 PBVs or TBVs—though noting that it is important to
remember it is not possible for all PBVs to be replaced with TBVs because the propetty must serve
all applicants whether ot not they hold a voucher; (b) with current expenses, 45 PBVs; and (c) with
reduced expenses, 45 PBVs. SAHA also provided the 2023 Budget as requested. SAHA further
notes that cash flow dips below the modest threshold of $25,000 (this figure was specifically
identified in BHA’s follow up for additional information), in year 14 at current operating expenses,
and in year 19 with reduced operating expenses as proposed.

BHA has 116 PBVs remaining curtently (the calculation of 116 remaining takes into account the 59
PBVs allocated to Helios), however adding 14 PBVs to that calculation brings the total remaining to
130 PBVs. As the Boatd is aware soon staff will issue an RFP for 85 PBVs.

STATUS

Staff supports an approval of a 5-year extension to maximize the full 1* contract term of 20-yeats
for 45 PBVs at Helios Cotnet, with the undetstanding that SAHA has examined areas to cut costs,
thus reducing the number of PBVs requested, while working within the parameters of the Board’s
follow up request fot a modest cash flow of under $25,000.
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FINANCIAL IMPLICATIONS OF ACTION

PBV’s have guaranteed units and administrative fees. Absent the continuation of PBV contracts,
BHA risks losing these fees, should families opt to move to other jurisdictions with their Tenant-
based vouchets.

CONTACT PERSON
Rachel Gonzales-Levine, Acting Executive Director, 981-5485

Attachments:
1. Resolution
2. September 13 & 19, 2022 Emails to and from SAHA: request for further information

3, SAHA Resubmission Packet

Attachment 1
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BERKELEY HOUSING AUTHORITY
RESOLUTION NO. 22-__

AUTHORIZING THE ACTING EXECUTIVE DIRECTOR TO ENTER INTO A FIVE-YEAR
EXTENSION OF THE FIRST TERM OF THE EXISTING PROJECT-BASED SECTION 8
MASTER HOUSING ASSISTANCE PAYMENT (HAP) CONTRACT WITH SATELLITE
AFFORDABLE HOUSING ASSOCIATES FOR 45 UNITS AT HELIOS CORNER, FOR A
TOTAL OF 20 YEARS IN THE FIRST TERM

WHEREAS the otiginal Master HAP contract with Affordable Housing Associates (now Satellite
Affordable Housing Associates, SAHA) for 59 units was signed in 2007 for a 10-year term that
expired in Oct. 2017; and

WHEREAS the BHA Board approved a 5-yeat contract extension in 2017, which expired in July of
2022; and

WHEREAS HUD’s Housing Opportunity Through Modernization Act (HOTMA) of 2016,
increases the length of time for the first term of a master Project-based contract to 20 years in total;
and

WHEREAS BHA earns Administrative Fee for each PBV unit under Master HAP contract
including the time it is vacant, being readied for lease up; and

WHEREAS the project provides robust Social Services, transportation and on-site activities; and

WHEREAS staff reviewed the Administrative Plan critetia in determining whether to recommend
apptoval of the extension of the first term of the contract including the cost of extending the
contract and the amount of available budget authortity; the need for substantial, unanticipated
tehabilitation to presetve and/or extend the viability of the housing stock; and

WHEREAS Project-based housing is a critical and stable, long term housing option for the
households that BHA setves (those at 0% - 50% of Area Median Income); and

WHEREAS Project-based housing is a stable, long term housing option protected against market
fluctuations; and

WHEREAS SAHA sites major capital needs, and has plans to re-syndicate and refinance the
propetty in order to conduct the necessary work; and

WHEREAS this item was before the BHA Board of Commissioners on Sept. 8, 2022 as a request
for all 59 units to be project-based for the next five years; and

WHERAS the Board requested that SAHA provide further information including a reconsideration
of the minimum number or PBVs that could make the project feasible, as well as further budgetary
projections; and
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WHEREAS SAHA provided a response to BHA including a new request for only 45 of the units to
be project-based for the next five years also including new budget projections as requested by the
Board; and

WHEREAS SAHA’s subsequent request also indicates an ability to reduce some of the operating
expenses including security guard, carpet cleaning, cable/internet/phone costs;

NOW THEREFORE BE IT RESOLVED THAT the Acting Executive Director is authorized to
enter into a five-year extension of the first term of the existing Project-based Section 8 Master HAP
contract with Satellite Affordable Housing Associates for 45 units at Helios Corner for Senior
households, for a total of 20 years in the first term.

The foregoing Resolution was adopted by the Boatd of the Berkeley Housing Authority on Octobet
6, 2022 by the following vote:

Ayes:

Noes:

Abstain:

Absent:

Attest:

Rachel Gonzales-Levine, Secretary
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ATTACHMENT 2

From: Sara Abramowitz-Hill

Sent: Monday, September 19, 2022 4:39 PM

To: 'Gonzales-Levine, Rachel' <RGonzales-Levine@cityofberkeley.info>

Cc: Lena Ortiz <lortiz@sahahomes.org>; Angela Cavanaugh <acavanaugh@sahahomes.org>
Subject: RE: [EXT] Helios Follow up

Hi Rachel & Board Members-

Attached are the requested items for the Helios PBV contract renewal. We have also done our analysis
and have concluded that the project can still be financially stable with the reduction of 14 PBVs for the
next five years and are proposing that as a solution. A few things to note:

e Renting to voucher holders makes financial sense for our buildings and communities, and that is
why in order to find TBV holders for Helios and our Berkeley properties, we post listings with
BHA and also numerous social service agencies in the area whenever we have a waiting list
opening. We are required to get approval from the City of Berkeley before prioritizing voucher
holders, and we are in the process of getting that permission for Helios.

e The email below requests financials showing the replacement of the 59 PBV’s with 59 TBV’s. We
are providing this, and want to be clear that in this scenario there would be no change in
contract rents and therefore the financials would be exactly the same with PBVs or with TBVs
because there are no HOME funds at Helios. That being said, it is not possible for all 59 PBVs to
be replaced with TBVs and so this will be a false and misleading projection; we are required to
lease to everyone, even people who don’t have vouchers.

e We estimate that about 15% of waiting list applicants have TBVs, assuming we do everything we
can to market to voucher holders. Even if we prioritize those TBV applicants and house all of
them, we will still have hundreds more applicants on our waiting list that don’t have a TBV, and
we must house those applicants before opening the waiting list again. To give you an example,
our Ashby Court property opened its waiting list this year with a voucher preference, and
received 242 applications; 40 of the applicants said they were voucher-holders. Those 40
voucher-holders will be contacted first as units open up, and once they have all been housed or
removed from the waiting list (nine out of ten applicants drop out, are unreachable, or are
disqualified), then we must contact and house as many as we can of those other 202 people
who don’t have vouchers, as the next vacancies come up. Our job is to house people who need
housing, and not all of those people are going to have vouchers.

e Inour projections, we cut the following expenses:

o Custodian- we reduced this by $27k; over the past two years due to Covid we have
increased our standard of cleaning for the health and peace of mind of the residents,
but if need be we can reduce to pre-pandemic levels.

o Security Guard- we removed the whole $10k expense; because of the homeless
population in the area and the uptick of mental health crises, we are not confident that
we won’t need security in the future.

o Carpet Cleaning- we reduced this by $7800- instead of cleaning the hall and common
area carpets quarterly, we will clean them annually.



ATTACHMENT 2

o Telephone, Internet, Cable- we reduced this in hopes that we can renegotiate our rates
with the provider.

e We did not cut insurance expenses. As our insurance is provided through a national industry-
based captive insurance program designed to meet the needs of lenders, investors and sponsors
of affordable housing, our rates are fixed annually taking into consideration location, building
type, construction costs and other factors. The insurance market has experienced dramatic
increases in recent years due severe losses across the country related to wildfires, hurricanes
and freezing events. This has impacted property premiums throughout the industry including
ours. In a nutshell, our insurance is our insurance, it’s part of a national trusted program and we
feel it is appropriate.

e  With reduced operating expenses and PBVs reduced to 45, we project that Helios will be
financially stable for at least 5 years, at which time we can more safely reassess the financial
situation and minimum number of PBVs the property should have.

e There’s no scenario where Helios cash flows $25k or even breaks even for 20 more years. But
generally our buildings will be rehabbed, refinanced, and/or recapitalized by the time they are
30 years old or less. With current operating expenses, the projected cash flow dips below $25K
and below 1.10 DSCR in year 14. With reduced operating expenses, the projected cash flow dips
below $25K in year 19 and below 1.10 DSCR in year 18.

We hope that in the spirit of our partnership and our mutual goal of housing vulnerable seniors, that
you will consider our proposal.

Thank you.

Sara Abramowitz-Hill

Vice President of Asset Management and Compliance
She / Her

Satellite Affordable Housing Associates
P: (510) 809-2759| F: (510) 647-0820
1835 Alcatraz Avenue

Berkeley, CA 94703
sara@sahahomes.org

www.sahahomes.org

* Kk

From: Gonzales-Levine, Rachel <RGonzales-Levine@cityofberkeley.info>
Sent: Tuesday, September 13, 2022 5:25 PM

To: Sara Abramowitz-Hill <sara@sahahomes.org>

Subject: [EXT] Helios Follow up

Hi Sara,

Please see requested items from the Board re: Helios Corner follow up.



ATTACHMENT 2
1. 20-year financial projects for Helios showing replacement of current 59 PBVs with 59 TBVs;

a. As existing tenants who receive TBVs, port-out or otherwise move-outs, SAHA to
provide a plan and show its commitment to prioritize offering those units to new TBV
holders;

b. 20-year cash flow projections showing the financial performance of Helios with current
operating expenses;

c. 20-year cash flow projections showing financial performance of Helios with reduced
operating expenses, in particular insurance cost revisions.

2. 20-year cash flow projections showing the minimum number of PBVs to maintain current
supportive services and a modest (525,000 annual) cash flow:

a. Using current operating expenses;
b. Using reduced operating expense.

Thanks —
Rachel

Rachel Gonzales-Levine

Acting Executive Director

Berkeley Housing Authority

Tel (510) 981-5485 | Fax (510) 981-5480
rgonzales-levine@cityofberkeley.info
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