TACOMA HOUSING AUTHORITY
RESOLUTION 2007-8-9-1

DATE: August 9, 2007

TO: Board of Commissioners

FROM: Michael Mirra, Executive Director

RE: Construction Lender for Salishan Phase 11, Area 3 Infrastructure

Background

In April 2007, Quadrant Homes informed THA that it would not perform its contractual
obligation to construct, at its costs, the infrastructure for Salishan Phase II, Area 3. This
unfortunate development required THA immediately to find alternative financing (as well as
alternative contractors and homebuilders). In order to finance the infrastructure associated with
Area 3 and keep the Salishan project on schedule, THA sought proposals and letters of
commitment from prospective lenders to serve as the infrastructure construction lender for this
work. THA sent out information packages to eight (8) prospective Lenders. THA received two
(2) proposals, one from HomeStreet Bank and one from Citibank. Both were responsive and
responsible. I append a comparison sheet.

THA staff reviewed the proposals and found Citibank’s proposal to be better suited to meet
THA'’s financial needs. The two proposals differ in the following notable ways that explain why
the Citibank proposal is better for our needs:

Citibank HomeStreet

Up to $ 20 million Up to $ 13.5 million

Loan Amount | NOTE: The actual loan amount from either bank is contingent on the bank’s
appraisal of the value of the finished home sale lots that would serve as

collateral.
Duration 36 months 24 months
Interest Rate 5.5% (tax exempt rate) 9% (standard)
Guarantees Completion Guarantee Financial Guarantee

This means that THA would have to THA would pledge its cash and
guarantee the completion of the other assets as collateral.
infrastructure. If THA does not
complete it, the bank could engage its
own contractor and THA would be
obligated to oversee them.
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With the Citibank proposal, THA will need to provide an interest reserve in the
approximate amount of $1,680,000 which will be taken out of the loan proceeds
and held with the bank. Citibank will hold 10% retention on the construction

contract.
Citibank will need to approve THA s infrastructure contractor and home builders.

Citibank has an excellent reputation in the banking industry and has both the
experience and the capacity to support THA with this loan.

Staff found the due diligence requirements from Citibank to be reasonable and
within industry standards.

Recommendation

Approve resolution 2007-8-9-1 authorizing the Executive Director to (a) negotiate, and (b) if the
negotiations are successful, execute the loan commitment letter from Citibank for the
infrastructure construction loan for Salishan Phase 11, Area 3 within the general outline of the
terms described above.
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