Office (410) 887-3193
Fax (410) 887-4621

400 Washington Avenue, Room 221
Towson, Maryland 21204

OFFICE OF THE COUNTY AUDITOR
INTEROFFICE MEMORANDUM

TO: All Council Members

FROM: Lauren M. Smelkinson, County Auditor\"\'NS
DATE: April 14, 2014

SUBJECT:  Addendum to Council Meeting Notes

Please find attached an addendum to the Council Meeting Notes issued April 10, 2014, which includes
MB-4, 5 & 6 and MB-7, 8 & 9, and a correction to FM-2 (contract for the Department of Environmental
Protection and Sustainability’'s Forest Sustainability Program). The FM-2 note was revised to reflect that
the contractor will provide “technical support for deer herd management’ instead of just “deer herd
management.” To further clarify, the contractor collects the forest data and makes management

recommendations including whether the deer need to be controlled based on forest conditions.

This item will be discussed at the April 15, 2014 work session for the April 21, 2014 Council meeting.

Attachment

cc: notes distribution list






Andrea Van Arsdale/Liz Glenn Fiscal Note April 21, 2014

MB-4 (Res. 28-14) PILOT
MB-5 (Res. 29-14) Project/Financing Endorsement
MB-6 (Res. 30-14) Loan Approval Council District(s)_5

Mrs. Bevins (By Req.)

Department of Planning

Chapel Springs, LP — 9630 Dietz Place

The Admiinistration is requesting approval of a low-income senior housing development project
located at 9630 Dietz Place in Perry Hall as well as approval of related financing assistance.
Resolution 28-14 authorizes the County to enter into a 10-year agreement with Chapel Springs,
LP for stipulated payments-in-lieu-of-real-property-taxes (PILOT) in order to provide financial
assistance for the project. As companion matters, Resolution 29-14 approves the project and
project financing, and Resolution 30-14 authorizes the County to provide a 40-year, $375,000
deferred loan of federal HOME funds to Chapel Springs, LP. See Exhibit A.

Fiscal Summary

Funding Property Tax County
Source Reduction Loan
County $ 1,965,300 -
State -- -
Federal - $ 375,000
Other -~ -
Total $ 1,965,300 $ 375,000 @

M Estimated net present value of property tax loss over the 10-year term of the PILOT agreement.

 The County will provide a $375,000 deferred loan of federal HOME funds. The loan will have a repayment
period of 40 years with 0% interest during the construction period (estimated to last 17 months) and 4% interest
for the remainder of the loan term.




MB-4, 5 & 6 (Res. 28, 29 & 30-14) (cont'd) April 21, 2014

Analysis

Chapel Springs, LP will acquire the property located at 9630 Dietz Place in Perry Hall and will
construct 127 rental units (103 one-bedroom and 24 two-bedroom apartments) for persons age
62 and older. The units will be reserved for households whose incomes do not exceed 60% of
the area median income ($36,000 or below for an individual and $41,100 for a two-person
household). Three units will be reserved for persons with disabilities. Construction is expected
to begin in summer 2014 and last 17 months.

Resolution 28-14 authorizes the County to enter into a PILOT agreement with Chapel Springs,
LP effective July 1, 2016 with payments-in-lieu-of-taxes in the amount of $300 per unit per year.
The PILOT agreement will reduce County real property tax revenue for the earlier of 10 years or
as long as the developer continues to operate the facility as low-income housing. The PILOT
agreement states that the property owner shall make annual payments at the end of each
calendar year, and the tax payment shall be made prior to payment of any debt service on the
property. Payments in the first year after project completion will total $38,100 ($300 per unit for
127 units) and will increase by 3% each year. (If the property is transferred or sold subject to
the governing Declaration of Covenants and the PILOT agreement, the payments will increase
by 4% per year.) Estimated PILOT-generated revenue is $213,969 less than the estimated
County property tax revenue amount in the first year. PILOT-generated revenue is estimated to
be a net present value amount of $1,965,300 less than the County property tax amount over 10
years (assuming that payments are to increase by 3% each year, the initial assessed value of
the property is equal to the project cost of $22,915,385, property value is to increase by 3% per
year, and the present-value discount rate equals 5% per year). Should the property no longer
be used as low-income housing, all foregone County property taxes would accrue from the date
of the change in usage.

Resolution 29-14 approves the project and project financing. Estimated project costs total
approximately $22.9 million and will be financed as follows:

Low Income Housing Tax Credits $ 15,258,446
FHA Insured First Mortgage 6,400,000
Developer’'s Equity 596,086
Baltimore County HOME Loan 375,000

Maryland Department of Housing and Community Development
Elderly Rental Housing Loan 285,853
Total $ 22,915,385




MB-4, 5 & 6 (Res. 28, 29 & 30-14) (cont'd) April 21, 2014

Resolution 30-14 authorizes the County to provide a $375,000, 40-year deferred loan of federal
HOME funds to Chapel Springs, LP at 0% interest during the construction period (estimated to
last 17 months) and 4% interest for the remainder of the loan term.

The Annotated Code of Maryland, Tax-Property Article, Section 7-506.1 exempts certain
subsidized rental housing projects from property taxation if the owner and governing body of the
County agree to negotiated payments in lieu of real property taxes.

The Department advised that the project developer, Stavrou Associates, Inc., previously
received a 20-year PILOT agreement for a 2003 project known as Oak Grove Apartments
located in Essex. The Department further advised that the developer is in compliance with the
terms of the existing PILOT agreement.



) Exhibit A
Chapel Springs Senior Apartments MB's 4, 5 & 6
Executive Summary
Local Endorsement

Chapel Springs, LP will acquire real property located at 9630 Dietz Place in the Perry Hall
community in Baltimore County (“Property”) and will construct the Chapel Springs Senior
Apartments consisting of 127 apartments (103 one (1) bedroom apartments and 24 two (2)
bedroom apartments) (“Project”). The site is conveniently located adjacent to Perry Hall Market
Place shopping center. Construction is anticipated to begin summer of 2014.

Chapel Springs Senior Apartments will offer seniors tenant services and spacious, high quality,
living units for people age 62 and over whose incomes are 60% or below of the area median
income (individual $36,000 or below; 2 person household $41,100 or below). Twenty (20) units
will be reserved for HOME eligible tenants.

Total Project costs are approximately $ 22,915,385, A brief summary of the project is as
follows:

Sources of Funds:

Low Income Housing Tax Credits (LIHTC) $15,258,446
FHA Insured First Mortgage $ 6,400,000
Elderly Rental Housing Loan $ 285,853
Developer’s Equity ¥ 596,086
Baltimore County HOME Loan (40 year deferred loan) $ 375.000
Total $22,915,385

Stavrou Associates, Inc., the sponsor, will develop Chapel Springs Senior Apartments. Chapel
Springs, LP will be the borrower.

There will be three (3) County Resolutions for the Project.

Endorsement Resolution:

Chapel Springs, LP has requested that the County provide local endorsement by the County
Council as required by state regulations for projects that receive financial assistance from the
State of Maryland.

HOME Loan Resolution:

The Department of Planning recommends a HOME Investment Partnership loan in the amount of
Three Hundred Seventy Five Thousand Dollars ($375,000), with principal to be deferred for a
period of forty (40) years, then repaid to the County on the maturity date, together with interest
at the rate of zero percent (0%) per annum during the construction loan period, which is expected
to last for a period of seventeen (17) months, and four percent (4%) per annum during the
permanent loan period, which commences once construction is complete. Payments of interest
will be made in equal monthly payments during the permanent loan period. HOME funds
allocated to this project will be used for hard costs.



Exhibit A
MB's 4, 5 &6
(page 2)

PILOT Resolution:

As a local contribution to the project, Chapel Springs, LP has requested a stipulated payment in

lieu of real property taxes (“PILOT”). The Department of Planning recommend a ten (10) year

term with an initial tax payment of $300 per unit per year ($38,100) (“Tax Payment”) to be paid
out of the Project’s operating budget before any debt service payments are made.

The Tax Payment shall increase by three percent (3%) annually, provided, however, if the

Property is transferred or sold subject to the Declaration of Covenants between the parties, the
tax payment shall increase by four percent (4%) annually. Current taxes are $153 per annum.

Prepared by: Department of Planning



Andrea Van Arsdale/Liz Glenn Fiscal Note April 21, 2014

MB-7 (Res. 31-14) PILOT
MB-8 (Res. 32-14) Project/Financing Endorsement
MB-9 (Res. 33-14) Loan Approval Council District(s)_1_

Mrs. Bevins (By Req.)

Department of Planning

Hollins Station Limited Partnership — 4374 Hollins Ferry Road

The Administration is requesting approval of a low-income housing development project located
at 4374 Hollins Ferry Road in Lansdowne as well as approval for related financing assistance.
Resolution 31-14 authorizes the County to enter into a 15-year agreement with Hollins Station
Limited Partnership for stipulated payments-in-lieu-of-real-property-taxes (PILOT) in order to
provide financial assistance for the project. As companion matters, Resolution 32-14 approves
the project and project financing, and Resolution 33-14 authorizes the County to provide a 40-
year, $1 million deferred loan of federal HOME funds to Hollins Station Limited Partnership.
See Exhibit A.

Fiscal Summary

Funding Property Tax County
Source Reduction Loan

County $ 2,269,468 -
State -- -
Federal - $ 1,000,000
Other - --
Total $ 2,269,468 $ 1,000,000 @

) Estimated net present value of property tax loss over the 15-year term of the PILOT agreement.

@ The County will provide a $1 million deferred loan of federal HOME funds. The loan will have a repayment
period of 40 years with 0% interest during the construction period (estimated to total 17 months) and 4% interest
for the remainder of the loan term.




MB-7, 8 & 9 (Res. 31, 32 & 33-14) (contd) April 21, 2014

Analysis

Hollins Station Limited Partnership will acquire the property located at 4374 Hollins Ferry Road
in Lansdowne, as well as an adjacent property, and will construct 48 three-bedroom, energy-
efficient rental townhome units, a community building, and a children’s recreation area. The
units will be reserved for persons whose incomes do not exceed 60% of the area median
income ($36,000 for an individual, $41,100 for a two-person household, and $46,260 for a three-
person household). Five units will be reserved for persons with disabilities. After 15 years,
tenants will have the ability to purchase the units. Financial services counseling, home
maintenance training, and other support services will be provided. Construction is expected to
begin in late spring 2014 and last 17 months.

Resolution 31-14 authorizes the County to enter into a PILOT agreement with Hollins Station
Limited Partnership effective July 1, 2016 with payments-in-lieu-of-taxes in the amount of $300
per unit per year. The PILOT agreement will reduce County real property tax revenue for the
earlier of 15 years or as long as the developer continues to operate the facility as low-income
housing. The PILOT agreement states that the property owner shall make annual payments at
the end of each calendar year, and the tax payment shall be made prior to payment of any debt
service on the property. Payments in the first year after project completion will total $14,400
($300 per unit for 48 units) and will increase by 3% each year. (If the property is transferred or
sold subject to the governing Declaration of Covenants and the PILOT agreement, the
payments will increase by 4% per year.) Estimated PILOT-generated revenue is $172,504 less
than the estimated County property tax revenue amount in the first year. PILOT-generated
revenue is estimated to be a net present value amount of $2,269,468 less than the County
property tax amount over 15 years (assuming that payments are to increase by 3% each year,
the initial assessed value of the property is equal to the project cost of $16,991,297), property
value is to increase by 3% per year, and the present-value discount rate equals 5% per year).
Should the property no longer be used as low-income housing, all foregone County property
taxes would accrue from the date of the change in usage.

Resolution 32-14 approves the project and project financing. Estimated project costs total
approximately $17.0 million and will be financed as follows:



MB-7, 8 & 9 (Res. 31, 32 & 33-14) (cont'd) April 21, 2014

Low Income Housing Tax Credits $ 13,286,880
Private Loan from Capital One 2,000,000
Baltimore County HOME Loan 1,000,000
Federal Home Loan Bank of Atlanta Grant 400,000
Developer’'s Equity 304,417

Total $ 16,991,297

Resolution 33-14 authorizes the County to provide a $1 million, 40-year deferred loan of federal
HOME funds to Hollins Station Limited Partnership at 0% interest during the construction period
(estimated to total 17 months) and 4% interest for the remainder of the loan term.

The Annotated Code of Maryland, Tax-Property Article, Section 7-506.1 exempts certain
subsidized rental housing projects from property taxation if the owner and governing body of the
County agree to negotiated payments in lieu of real property taxes.

On December 17, 2012, the Council approved Resolutions 100-12, 101-12, 102-12, and 103-12
which endorsed two low-income senior housing development projects and authorized the
County to enter into 40-year PILOT agreements with the Greens at English Consul Limited
Partnership and the Greens at Logan Field Limited Partnership. The Department advised that
Enterprise Housing Corporation, the partners of Hollins Station Limited Partnership, most
recently participated in these projects. The Department advised that these two projects are not
yet completed.



Exhibit A
MB's7,8&9

Hollins Station Limited Partnership
Executive Summary
Local Endorsement

Hollins Station Limited Partnership will acquire and construct the Hollins Station family
townhomes located at 4374 Hollins Ferry Road (“Project”). The Project will be located in the
Lansdowne community of Baltimore County, Maryland. The Project consists of 48 rental
townhouses in 6 groups of various lengths and will include a community building and a
children’s recreation area. The townhouses will be of two or three story designs and all units will
contain three bedrooms. The housing will be energy efficient. Total Project costs are
$16,991,297. Construction is anticipated to begin late spring of 2014,

After fifteen years, the Project will convert from rental into an opportunity for residents/families
to purchase their own home. This opportunity will create an incentive for residents to fully invest
in Hollins Station as well as Lansdowne. The residents will not only reside at Hollins Station, but
will also receive services including financial counseling and home maintenance training, as well
as other related support services.

Incomes for these households will range from 30% to 60% (1 person household $36,000 or
below, 2 person household $41,100 or below, 3 person household $46,260 or below, 4 person
household $51,360 or below) of the area median income (“AMI”). Five (5) units will be
reserved for persons with disabilities. A brief summary of the Project is as follows:

Sources of Funds:

Low Income Housing Tax Credits (LIHTC) $ 13,286,880
Private Loan - Capital One $ 2,000,000
Federal Home Loan Bank of Atlanta Grant $ 400,000
Developer’s Equity $ 304417
Baltimore County HOME Loan (40 years) $ 1,000,000
Total $ 16,991,297

The LLCs do not all have officers; some have members which are subsidiary corporations.
Hollins Station GP, LLC will be the general partner in the Limited Partnership which will own
the Project. Members of Hollins Station GP, LLC are EHC Hollins, LLC (managing member,
51% ownership) and Pax Edwards, LLC (non-managing member, 49% ownership).

The Officers of Pax Edwards, LLC are Jeff Paxson, President, and Arthur Edwards, Jr.,
Secretary. EHC Hollins LLC has no officers but has Enterprise Housing Corporation as its sole
member. The officers of Enterprise Housing Corporation are John Baum, President, and Chickie
Grayson, Secretary-Treasurer. Egbert Perry is a member of the Board but not an officer.

There will be three (3) County Resolutions for the Project.



Exhibit A
MB's7,88&9
(page 2)

Endorsement Resolution:

Hollins Station Limited Partnership has also requested that the County provide local
endorsement by the County Council as required by state regulations for Projects that receive
financial assistance from the State of Maryland.

HOME ILoan Resolution:

The Department of Planning recommends a HOME Investment Partnership loan in the amount
of One Million Dollars ($1,000,000) to be deferred for a period of forty (40) years, then repaid to
the County on the Maturity Date, together with interest at the rate of zero percent (0%) per
annum during the Construction Loan Period, which is expected to last for a period of seventeen
(17) months, and simple interest at four percent (4%) per annum during the Permanent Loan
Period, which commences once construction is complete. HOME funds allocated to the Project
will be used for hard costs.

PILOT Resolution:

As a local contribution to the Project, Hollins Station Limited Partnership has requested a
stipulated payment in lieu of real property taxes (PILOT). The Department of Planning
recommends a single tier tax payment of $300 per unit, per year that will be paid out of the
Project’s operating budget before any debt service payments are made.

The Tax Payment shall increase by three percent (3%) annually, provided, however, if the
Property is transferred or sold subject to the Declaration of Covenants, the Tax Payment shall
increase by four percent (4%) annually. There are two parcels of land being acquired for the
project:

(a) 3.79 acres, owned by Sandra Pletka, taxed at $851.51 per annum.

(b) 2.32 acres, owned by 4367 Hollins Ferry Road LLC, taxed at $835.01 per annum.

Prepared by: Department of Planning

10



Vince Gardina Fiscal Note April 21, 2014

FM-2 (Contract) Council District(s) All

Department of Environmental Protection and Sustainability

Forest Sustainability Program

The Administration is requesting approval of a contract with Mar-Len Environmental, Inc. to
continue to provide on-call forest management services for the Department’s Forest
Sustainability Program. The contract commences upon Council approval, continues for 5 years,
and may be extended an additional 90 days. Compensation may not exceed $750,000 over the
entire 5-year and 3-month term, including the extension period. See Exhibit A.

Fiscal Summary

Funding Maximum
Source Compensation Notes

) $ 750,000 ™" Capital Projects Fund.
Golnty @ Maximum compensation over the 5-year and 3-month term,
State - including the extension period.
Federal =
Other -
Total $ 750,000 @

Analysis

The on-call forest management services include forest assessment, monitoring, and planning;
marking of trees; preparation of bids and permits for silvicultural treatments (the harvesting of
dead trees and the thinning of over-crowded forests); the oversight and inspection of contracted
forestry operations; site preparation, planting, and maintenance for reforestation projects
associated with the County’s Watershed Implementation Plan (WIP); training for forest
monitoring; technical support for deer herd management; and other services specified for
forest management.

Page 12
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