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SUBJECT: Multifamily Rental Housing Bond Program (Document Approval) 

SUMMARY  

The report regards the approval of documents relating to the issuance of multifamily 
rental housing revenue bonds. If bonds are sold, proceeds will be used to finance•
apartment construction in the City. At least 20% of the apartment units financed 
must be reserved for families of low and moderate income. 

Revenue bonds sold under this program will not be an indebtedness of the City. 

BACKGROUND  

In the last several years, developers of low and moderate income multifamily rental 
housing have been able to produce apartment units through low interest financing in 
combination with Federal Section 8 rent subsidies. However, the cutback in these 
subsidies and the continued high interest rates have combined to severely depress 
apartment construction. With the prospect of impending shortages in Sacramento of 
affordable rental units, in June 1982 Sacramento Housing and Redevelopment Agency 
began to explore the feasibility of revenue bond issuance for rental housing 
construction. 

In a report on this subject to the City Council in July 1982 the Agency was 
designated coordinator for the design and implementation of a proposed multifamily 
rental housing bond program. In September 1982, after a competitive process, a 
multifamily bond financing team was selected and the Agency proceeded to advertise 
for developer and lender participation. 

Of the ten developers who submitted applications requesting financing for seventeen 
apartment projects County-wide', three developers applied for bond money for four projects 
located within the City limits. As pointed out in a report to City Council on 
January 18, 1983 current differences in State and Federal law make it more favorable 
to issue bonds under charter city powers rather than under County general law 
authority for the City-located projects. 
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On January 18, 1983 City Council adopted a procedural ordinance enabling the City 
to issue multifamily rental housing revenue bonds. At this same meeting, City 
Council adopted a resolution declaring intention to issue bonds for the four 
City projects. Now, however, only one project, located near San Juan Road and•
Miramonte Avenue, is prepared to move forward for possible bond financing. The 
developer of the project is Pacific General Group, Inc., and the lender is First 
Nationwide Savings. As indicated in previous reports, the multifamily rental housing 
bond program i's designed as a "loans-to-lenders" structure whereby bond proceeds are 
deposited with a savings and loan association in return for a certificate of deposit 
issued to the Trustee. The credit of the savings and loan association stands behind 
the loan of bond proceeds. 

All rental projects receiving this bond financing must be in complaince with Federal 
and State law applicable to multifamily tax-exempt bond issues. A summary of these 
requirements is outlined in Attachment I. 

The financing team indicates that all documents and agreements are in substantially 
final form and advises City Countil to adopt a resolution approving these documents. 
Such action will permit a bond sale on relatively short notice as bond market conditions 
dictate. Senior manager of the underwriting team indicates that a bond sale could take 
place as early as the first week in March 1983. Timing will depend upon final nego-
tiations between the developer and lender as well as bond market conditions. 

In order to proceed to bond issuance, the attached resolution must be adopted. Pre-
pared by bond counsel, the resolution 1) authorizes issuance of multifamily rental 
housing revenue bonds for the one project in the amount of $17,000,000; 2) officially 
adopts the program and program guidelines; 3) appoints the Trustee (Security Pacific 
National Bank); 4) approves the following documents substantially in the form pre-
sented at this meeting--Deposit Agreement, Regulatory Agreement, Indenture, Preliminary 
Official Statement, and Purchase contract; 5) authorizes the Executive Director, 
SHRA, to approve changes in the Official Statement and to execute requisitions to pay 
costs of issuing bonds; and 6) authorizes the Mayor to execute the various documents. 
Prior to execution of the Purchase Contract the purchase offer must be approved by 
the Pricing Committee consisting of the City Treasurer, City Director of Finance, and 
Executive Director, SHRA, or their respective designees. The bond documents have been 
reviewed •by the City Attorney's Office. 

.Authorization for subsequent bond issues for other projects will require the adoption 
• of an additional resolution. 

FINANCIAL DATA  

The City and Agency are under no financial obligation for program costs which are 
payable from bond proceeds. If bonds are not sold, any direct expenses incurred prior 
to bond sale will be borne by developer application fees currently on deposit. The 
bonds sold under this program are not an indebtedness of the City. 
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POLICY IMPLICATIONS  

The proposed actions recommended in this report are consistent with current policy. 

RECOMMENDATION  

The staff recommends that the City Council adopt the attached resolution approving 
bond documents, authorizing the Mayor to execute these documents, and authorizing 
all other actions set forth in the resolution that will enable bonds to be issued 
for the multifamily rental housing bond program. 

Respectfully submitted, 

Wialwm04 Cltow• 

WILLIAM H. EDGAR 
Executive Director 

TRANSMITTAL TO OUNCIL: 
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SUMMARY OF REQUIREMENTS  

- all projects financed must be located within the territorial boundaries of the 
issuing jurisdiction 

- all project dwelling units must be available for rental on a continuous basis 
to members of the general public for at least ten years 

- at least 20% of the dwelling units in each project must be leased or rented to 
low or moderate income tenants (low or moderate income defined to be families 
with income no greater than 80% of the median family income for the area as 
determined by the Department of Housing and Urban Development) 

- dwelling units reserved for low or moderate income families must be available 
" 	for rental at an affordable rent (affordable rent defined to be rent no greater 

than 30% of 80% of the median family income for the area) 

- developer must agree to advise the City (County) and the Trustee in writing of 
the status of the occupancy of the project on a monthly basis until the project 
is fully rented and thereafter on a semi-annual basis 

- developer must agree to maintain complete and accurate records pertaining to the 
low and moderate income units and permit inspection of said records by authorized 
representatives of the City (County), the Trustee, the Lender, or the Internal 
Revenue Service 

- developer must agree to prepare and submit to the City (County), Trustee and 
Lender annual reports stating the percentage of dwelling units of the project 
which were occupied by low or moderate income tenants 

- developer must agree that restrictions placed on the project shall be deemed 
covenants running with the land which shall pass to and be binding upon 
successors in title 

ATTACHMENT I 
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