


ECONOMIC DEVELOPMENT AUTHORITY OF THE CITY OF

LEXINGTON, VIRGINIA

REQUIREMENTS FOR MUNICIPAL BOND ISSUANCE REQUESTS

[NOTE: The Economic Development Authority (EDA) of Lexington recognizes the
differing requirements and obligations for organizations operating as for-profit vs.
nonprofit. Responses to requested information should reflect the applicant’s
classification. For example, where a nonprofit does not pay property tax, the
nonprofit should respond to information about current and future property tax with
“Not Applicable.” |

In addition to a Cover Letter soliciting an Authority Resolution of Inducement for the use
of industrial revenue bonds, EDA requires submission of the following documentation by
all applicants.

Please provide a narrative and supporting documents that address the following:

1. Background information on the applicant, including but not limited to:

a.

°© a0 o

g.

a brief history of the applicant (organization);

the names of the applicant's chief officers, principal owners, and Board members;
a description of the core business of the organization,

a description of the applicant's market and products or services;

records of past sales growth and projected sales or, for nonprofits, a description of
the total population served, client demographics (aggregated), and services
provided;

financial statements for the previous three years of operation and current year
estimates; and

a statement of the relationship of this project to the organization and its
marketing/sales strategy and mission.

2. Detailed project outline, including but not limited to;

a.

b.

a description of the physical facilities to be constructed and/or utilized;

A description of how the newly constructed physical facilities will support the
marketing/sales strategy and mission of the organization;

a schedule of the estimated cost of the project as it relates to the financing sought;
an economic valuation analysis; and a

detailed explanation of how the bonds will be sold, including all cost connected
therewith.

3. Statement of benefits to the Commonwealth of Virginia and to the City of Lexington,
including but not limited to:
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a. Current FTE’s by EEO job categories;

b. Median salary of FTE’s by EEO job categories;

c. Projected new FTE employment opportunities, by EEO job categories, created as
a result of the project;

d. Median salary of projected FTE’s created as a result of this project;

EEO JOB CATEGORIES:

1. Executive/Senior Level Officials & Managers
2. First/Mid-level Officials & Managers

3. Professions

4. Technicians

5. Administrative Support

6. Craft Workers

7. Operatives

8. Laborers & Helpers

9. Service Workers

e. an estimate of all taxes projected to be paid to the City of Lexington as a result of
the facility;

f. and an estimate of all taxes projected to be paid to the Commonwealth of Virginia
as a result of the facility; and

g. astatement of other potential benefits which might accrue to the local economy,
including non-monetary benefits.

All documentation shall be addressed to the Chair, Economic Development Authority of
Lexington, Virginia.

At the time the application is received, a non-refundable filing fee is due. A non-refundable
closing fee is due at the time the applicant's project is financed through the Authority. The
applicant shall also be responsible for the payment of an annual fee. Please refer to The
Economic Development Authority of the City of Lexington Municipal Bond Fee Schedule.

The applicant shall be responsible for the cost of advertising legal notices of public hearings,
and other costs related to the public hearing as determined by the Authority.

Upon receipt of an application for financing assistance, the Authority shall forward all relevant
materials to the City Council staff for review. The Authority shall meet to make a
recommendation upon an application only after review by City Council staff has been completed.
The Authority shall hold a public meeting to allow for public comment prior to the adoption of
an inducement resolution authorizing a proposed project or projects. Notice of this meeting shall
be advertised in a newspaper of general circulation in the County fourteen days
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and again seven days before the public hearing is held. The notice must include the name and
address of the Authority, the time and place of the hearing, the name and address of the party
seeking financing, the maximum dollar amount of financing sought, the type of business and the
proposed location of the facility to be financed. The Authority's recommendation along with
accompanying documentation and a detailed summary of the public hearing shall then be
forwarded to City Council for consideration. Final action shall be taken by the Authority only
after receipt of a recommendation from City Council.

The Authority shall also take into consideration the following factors in reviewing any request
for financing assistance:

General Land Use Plan.

Existing Zoning.

Efficient Land Utilization.

Other City Council-adopted Goals, Policies, and Objectives, including the Lexington VA
Comprehensive Plan and City Council’s Strategic Plan.

=

The Authority shall include in its bond documents and require the applicant to include in its
Official Statement the following certifications: “This Official Statement meets current financial
disclosure guidelines as promulgated by the Government Finance Officers Association.”

The applicant shall provide ongoing, timely disclosure of notices of material events to the
Authority and to the Municipal Securities Rulemaking Board. The applicant shall bear the
burden of compliance with Securities Exchange Commission (SEC) mandates regarding ongoing
compliance and reporting obligations, and shall indemnify the Authority for any fines resulting
from failure to comply with SEC rules.

The Authority may, at its option, require appraisals, evaluations or reports regarding the Project
or any portion thereof. The Authority may retain advisors and consultants to advise it regarding
any Project or other action which it is requested to undertake by any Applicant. All costs, fees,
and expenses of such appraisals, reports, consultants and advisors incurred by the Authority shall
be paid by the Applicant.

Since the Authority usually acts based upon information furnished to it solely by the Applicant,
the Authority reserves the right to require at any time additional information about the Applicant,
its financial statements, its annual audit, and any other information deemed relevant by the
Authority. Where the Applicant has undergone changes in form or management or where the
security to be given for payment of the Bonds has changed, the Applicant shall report such
changes to the Authority immediately.
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APPENDIX A: FISCAL IMPACT STATEMENT FORM

Date:

(Name of Applicant)

(Facility)

1. Maximum amount of financing sought

2. Estimated taxable value of the facility's real property to be constructed in
the locality

3. Estimated real property tax per year using present tax rates

4. Estimated personal property tax per year using present tax rates

5. Estimated merchants' capital tax per year using present tax rates

6.(a) Estimated dollar value per year of goods that will be purchased from
Virginia companies within the locality

6.(b) Estimated dollar value per year of goods that will be purchased from
non-Virginia companies within the locality

6.(c) Estimated dollar value per year of services that will be purchased from
Virginia companies within the locality

6.(d) Estimated dollar value per year of services that will be purchased from
non-Virginia companies within the locality

7. Estimated number of regular employees on year round basis

8. Average annual salary per employee

TOTAL

Signature

Authority Chairman

Industrial Development Authority of the City of Lexington, Virginia
Name of Authority

Bylaws-Industrial Development Authority of Lexington, Virginia  approved 1-29-2015
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APPENDIX B: PROCEDURES FOR FINANCIAL ASSISTANCE REQUESTS

1. Prior to consideration of any request for financing assistance, the Authority shall require
submission of the following documentation by all applicants:

a. Cover letter soliciting an Authority Resolution of Inducement for the use of
industrial revenue bonds.

b. Background information on the applicant, including but not limited to: a brief
history of the applicant; the names of the applicant's chief officers and principal
owners; a description of the applicant's market and products or services; records of
past sales growth and projected sales; financial statements for the previous three
years of operation and current year estimates; and a statement of the relationship of
this project to the organization and to its marketing and sales strategy.

c. Detailed project outline, including but not limited to; a description of the facilities
to be constructed and/or utilized; a schedule of the estimated cost of the project as
it relates to the financing sought; an economic valuation analysis; and a detailed
explanation of how the bonds will be sold, including all cost connected therewith.

d. Statement of benefits to the State of Virginia and to the City of Lexington,
including but not limited to: a projection of new employment opportunities
created as a result of the project; an estimate of all taxes projected to be paid
to the City of Lexington as a result of the facility; and an estimate of all
taxes projected to be paid to the State of Virginia as a result of the facility; and
a statement of other potential benefits which might accrue to the local economy,
including non-monetary benefits.

2. All documentation referred to in Paragraph 1 shall be addressed to the Chairman, Industrial
Development Authority of Lexington, Virginia.

3. Atthe time the application is received, a non-refundable filing fee of $5,000 is due. A non-
refundable closing fee of $20,000 or 1 percent of the total issuance amount is due at the time the
applicant's project is financed through the Authority. The applicant shall be responsible for the
cost of advertising legal notices of public hearings, and other costs related to the public hearing as
determined by the Authority. The applicant shall also be responsible for the payment of an
annual fee. For affordable housing transactions where the Authority or the City is required
to conduct ongoing monitoring of the project, the annual fee shall be based on the lesser
of: 1) staff's estimate of the costs to be incurred each year in monitoring the project; or 2) one-
eighth of one percent of the outstanding principal amount of the bonds. For all other transactions,
the annual fee shall be the lesser of: 1) $5,000 or 2) one-eighth of one percent of the outstanding
principal amount of the bonds. Fees shall be made payable to the Industrial Development
Authority of the City of Lexington, Virginia. The Authority shall retain the right to waive all or
part of the closing and/or annual fee if the applicant demonstrates to the Authority that financial
hardship would result from payment of all or part of the closing fee.

4.  Upon receipt of an application for financing assistance, the Authority shall forward all
relevant materials to the City Council staff for review. The Authority shall meet to make a
recommendation upon an application only after review by the City Council staff has been
completed. The Authority shall hold a public meeting to allow for public comment prior to the
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adoption of an inducement resolution authorizing a proposed project or projects. Notice of this
meeting shall be advertised in a newspaper of general circulation in the County fourteen days and
again seven days before the public hearing is held. The notice must include the name and address
of the Authority, the time and place of the hearing, the name and address of the party seeking
financing, the maximum dollar amount of financing sought, the type of business and the proposed
location of the facility to be financed. The Authority's recommendation along with accompanying
documentation and a detailed summary of the public hearing shall then be forwarded to the City
Council for consideration. Final action shall be taken by the Authority only after receipt of a
recommendation from the City Council.

5. The Authority shall take into consideration the following factors in reviewing any request
for financing assistance:

a. General Land Use Plan.

b. Existing Zoning.

c. Efficient Land Utilization.

d. Other County Board-adopted Goals, Policies, and Objectives.

6. The Authority shall include in its bond documents and require the applicant to include in
its Official Statement the following certifications:

a. The Official Statement shall meet current financial disclosure guidelines as
promulgated by the Government Finance Officers Association; and,

b. The applicant shall provide ongoing, timely disclosure of annual financial
information (including an annual financial audit prepared by an independent auditor
using generally accepted accounting principles) and notices of material events to
the Authority and to the Municipal Securities Rulemaking Board. The applicant
shall bear the burden of compliance with Securities Exchange Commission (SEC)
mandates regarding ongoing compliance and reporting obligations, and shall be
indemnified to the Authority for any fines resulting from failure to comply with
SEC rules.

APPENDIX C: MOTION FOR A CLOSED SESSION

MOTION FOR CLOSED MEETING

I move that Industrial Development Authority of Lexington, Virginia convene in Closed
Session in accordance with Section 2.2-3712, of the Code of Virginia, as amended, in order to
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EDA Rate/Fees 2025

Locality Application Annual
Virginia Allowed up to 1/8 of 1%
Albermarle $ 1,500 |$750/M
Augusta No Response No response
Buena Vista NA NA

1K up to $2,249,999 Bond Up
Charlottesville $1,000-10,000 [to $10K for $20M+ Bond
Frederick $250 |1/10 of 1%
Harrisonburg NP $1,000 [1/8 of 1% on principal balance

Harrisonburg Private

$2,000

1/8 of 1% on principal balance

Henrico

$500

$500/M

Lexington-Housing

$2,500

Lesser of: estimate of staff
monitoring time or 1/8 of 1% on

1/10th of 1%, max $10K per

Lexington $2,500 |year

Loudon $2,500 [1/13.5% bond face amount
Lynchburg No Response No Response

Nelson $1,000 [1/8 of 1%

Orange $500 |1/8 of 1% on principal balance
Roanoke City $1,750 [1/16 of 1% of principal balance
Roanoke County $1,250 [1/8 of 1%

Rockbridge "Need new schedule"

Rockingham No Response No Response

Salem No Response No Response

Shenandoah $1,000 [1/10 of 1%

1%/1st M 3/4% next $4M+1/2%

Spotsylvania $5,000 |over 5M
Staunton No Response No Rsponse
Woodstock $4,000 [1/10 of 1%

Note: 1/8th of 1% is Max Allowable Annual Fee

June 2025

Max: $7,500.00

Closing Fee



INDUSTRIAL DEVELOPMENT AUTHORITY
OF THE CITY OF LEXINGTON, VIRGINIA

TERM SHEET FOR BORROWERS

Borrowers who utilize the Industrial Development Authority of the City of Lexington,
Virginia (the “Authority”) for assistance in regard to tax-exempt or taxable obligations shall comply
with the terms and conditions set forth below.

1. Application to the Authority. Each borrower shall submit a written application
request to the Authority to request the Authority’s conduit financing assistance. Borrowers shall
include all relevant information as may be requested by the Authority, or by counsel to the Authority,
in order that the Authority effectively and fairly may evaluate each borrower’s request. Any borrower
that requires the Authority’s consent approval, but does not request the Authority to issue an
obligation, shall pay the Authority’s legal counsel fees related to such approval.

2. Non-Refundable Application Fees. All borrowers, excluding the City of Lexington,
shall pay a non-refundable application fee, in the respective amounts set forth below, no later than the
first meeting of the Authority related to the requested assistance for financing:

=  Governmental and Charitable Borrowers - $2,500
= Private Activity Borrowers (including manufacturing) - $2,500

3. Annual Administrative Fee Schedule. The annual administrative fee schedule
assessment against borrowers, excluding the City of Lexington, shall be the amount equal to one-
tenth (1/10) of one percent (1%) of the principal loan, bonds per loan, or bond issue outstanding on
the anniversary date of the issuance of the loan or bond; provided, however, the maximum annual
administrative assessment per loan or bond issue shall not exceed $10,000 for any calendar year.

4. Loan Documentation Requirements.

= FEach borrower that requests any assistance from the Authority shall provide a
bound transcript of proceedings (or 3-ring notebook) or an electronic copy of such
transcript for the Authority’s official records of its actions.

= Each borrower shall covenant in its respective loan (or bond) documentation, as
appropriate, to pay the Authority’s application fee, annual administrative
assessment, and other costs in connection with the financing being undertaken for
the benefit of the borrower, including advertising costs, closing costs, and
Authority legal counsel fees related to the requested financing.

= Each borrower shall covenant that neither the Commonwealth of Virginia, the City
of Lexington, nor the Authority shall be liable for payment on the loan or bond,
except as to moneys provided by borrower to the Authority, and that the loan or
bond shall not be subject to the taxing powers of the Commonwealth of Virginia,
the City of Lexington, or the Authority.



= Each borrower shall covenant to provide the Authority with an annual debt service
schedule in order that the Authority can compute the annual administrative
assessment amount.

= FEach borrower shall agree to comply with the Authority’s Post-Issuance Tax
Compliance Policy for Tax-Exempt Obligations and shall covenant to monitor its
ongoing obligations as part of the closing tax documents, and provide an annual
certificate, acceptable to the Authority’s legal counsel, regarding the borrower’s
post-issuance tax compliance.

= Each borrower shall covenant that notices provided by the borrower to any other
party in connection with the financing shall be provided also to the Authority at
the following address: 300 E. Washington Street, Lexington, Virginia 24450, with
a copy to counsel for the Authority at the following address: BotkinRose PLC,
Attention: Daniel R. Lauro, 3190 Peoples Drive, Harrisonburg, Virginia 22801.

= The Authority expressly retains the right and absolute discretion to require such

other covenants, or any other requirements, as may be advised by legal counsel to
the Authority.

Adopted: October 9, 2019
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BOTKINROSE..

ATTORNEYS AT LAW
Mark W. Botkin 3190 Peoples Drive
Lindsay C. Brubaker Harrisonburg, Virginia 22801
T. Joel Francis
Douglas L. Guynn *
Daniel R. Lauro 540.437.0019 (Firm Tel.)
Matthew W. Light 540.437.0022 (Firm Fax)

Steven C. Rhodes
Kevin M. Rose +
Michael W. Sharp www.botkinrose.com

Ryan P. Waid **+

* Of Counsel
+  Also Admitted in West Virginia
++ Also Admitted in Washington, D.C.

MEMORANDUM

FROM: Daniel R. Lauro

TO:  Directors, City of Lexington, Virginia Industrial Development Authority
CC:  Noah Simon, City Manager/ Gary Swink, City Finance Director, Josh Elrod, City Attorney

DATE: February 13, 2019

RE: IDA Fees

With the IDA considering a one-time, upfront fee for conduit borrowers rather than a typical
annual administrative fee, |1 will try to unravel and simplify some of the federal tax code
requirements and also address some of the practical implications of different possibilities the
IDA may choose. As you will see, it is somewhat of a decision tree.

In evaluating IDA fees, it is helpful to separate (1) what is permissible under the federal tax
code, and (2) what are appropriate amounts to charge in order for the IDA to generate funds
while still balancing the economic development purposes of the IDA and remaining marketable
to potential conduit borrowers.

Federal Tax Limitations



http://www.botkinrose.com/
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From a federal tax standpoint, in general, the IDA can charge fees on a bond issue so long as the
“yield on the investment” (meaning IDA fees and other potential fees, such as other host
jurisdiction fees) does not exceed 1/8 of 1% of the bond’s yield. The bond yield is determined
by, among other things, the bond’s amortization schedule. This federal tax limitation allows
various options for structuring IDA fee(s) while allowing the bond issuance to meet the federal
tax code requirements.

Primary structures:

1. Annual Administrative Fee: The IDA can charge an annual administrative fee, which
when coupled with other fees, does not exceed 1/8 of 1% of the bond’s yield. In order to
give some leeway to allow for other fees, such as application fees (addressed below) and
potential fees charged by other host jurisdictions, many IDA/ EDAs will use an annual
fee of 1/10 of 1% or cap the annual fee at a maximum amount, such as the $3,000 annual
maximum | mentioned in the January IDA meeting. Some EDAs will use both a lower
1/10 of 1% and cap the annual fee for marketing purposes.

However, an annual administrative fee is not required to be capped at anything other than
what ultimately results in 1/8 of 1% of the bond’s yield or less when coupled with any
other IDA fees. Capping the annual fee is a marketing approach that many EDAs have
used to keep those fees manageable for borrowers in order to attract financings and be
competitive with other EDAs.

2. UpFront Fee: The IDA can also charge a one-time fee at closing as long as the same
maximum 1/8 of 1% requirement is met.

A. The IDA is allowed to charge a full upfront fee at closing. That amount is
essentially the total of the maximum annual fees allowed under scenario 1
above, but then reduced to present value. This is not as straight-forward and
would require calculations by the borrower’s bond counsel or financial
advisor in the transaction based on the bond’s amortization, which is not
always readily available in the early stages of a financing. In addition, this
could be a large amount, especially for larger bond issuances.

B. The IDA can also charge an upfront fee that is less than the full amount
addressed in 2.A. above. My understanding is that in recent past conduit
financings, the IDA has charged 1/8 of 1% of the initial principal amount of
the bond at closing. This is essentially charging one full annual fee that is not
capped, but not charging the same maximum annual fee in subsequent
years. This method gives the IDA an upfront fee that is well-below the
allowed federal tax law threshold and is easily calculated. For example, for
the VMI Series 2016 Bond with a par amount of $36,230,000, the IDA
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charged 1/8 of 1% of the par amount (the then outstanding principal) one time
for an upfront fee of $45,287.50.

3. Borrower Option: The IDA can also give the borrower the option to choose between
options 1 and 2 above, although option 2.A. would require calculations by the borrower’s
bond counsel or financial advisor before closing.

4. Hybrid: A hybrid of upfront fees and annual fees addressed above that falls under the 1/8
of 1% threshold is also allowed. However, depending on the amounts, this would likely
require calculations upfront by the borrower.

5. Scaled: The IDA can also choose to scale fees based on different amounts of the bond
issuance. For example, certain fees of percentages may apply to the first $10,000,000 of
the par amount of a bond issuance, with lesser fees applied to amounts thereafter. This
helps make sure the IDA receives enough money on the smaller issuances, without
getting a windfall on larger issuances that may otherwise create “marketing” challenges
and drive potential conduit borrowers away.

Additional fee considerations:

1. Application fee: Many EDAs also charge an application fee in addition to an annual
fee. The application fee is often required to be paid at the first meeting that an EDA
considers the financing. This fee is usually non-refundable in the event the financing
does not close, although the vast majority of financings close. If the IDA wants an
application fee, it will need to be considered in the calculation of the yield referenced
above. However, if it is a low enough amount and the IDA opts for a less than 1/8 of 1%
annual fee, the fee structure will usually be marketable without requiring calculation. For
example, there usually would not be a problem with a $4,000 application fee plus annual
fees of 1/10 of 1% or a $4,000 application fee and a one-time upfront fee of 1/8 of 1%.

2. Refinancings: The reality is that many bonds issued with a 20-30 year term will be
refunded (refinanced) at some point during the term. Thus, the concern that many
borrower’s counsel have, and relay to the borrower, is that a full upfront fee is possibly
requiring a borrower to pay fees for years when the bond may not be outstanding with
your IDA.

Depending on the type of fee structure chosen, the IDA may want to consider if it applies
fees when (a) a borrower is refinancing existing debt previously financed through the
Lexington IDA, or (b) a borrower is refinancing existing debt previously financed
through the Lexington IDA and there is also a “new money” component of the bond to be
issued.
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The answer is usually based on whether the IDA wants an annual fee or an upfront fee.

When EDAs are charging an annual fee, most EDA’s do not usually discount fees for
future refinancings of existing debt through the EDA, as in reality, the annual fee is
continuing as if the debt had not been refinanced.

If the IDA previously charged a full upfront fee, it makes sense not to charge again on an
existing bond being refinanced. Where the IDA previously charged a full upfront fee, and
there is a new money portion being added to a refinancing of existing debt with the IDA,
it makes sense to only charge a full upfront fee on any new money portion. To do
otherwise would essentially amount to double-charging the fee.

If an EDA is charging a one-time fee that is less than the full amount (as the Lexington
IDA does now), the question is a little more open as to whether to charge a fee again on
any portion that is just a refinancing of existing debt through the IDA.

“Marketing” Considerations

As | mentioned in previous IDA meetings, a strong consideration when conduit borrowers have
the option to choose between IDAs is how easy an IDA is to use. In addition to other local
economic development authorities, there are various state authorities that can often fill the same
conduit financing functions. If a potential conduit borrower does not like the IDA’s fee
structure, but is potentially required to use your IDA due to the project location, the borrower
may request to use another EDA, which could create a “political” issue if your IDA and
jurisdiction do not give the required approval.

The vast majority of other IDAs appear to use annual fees. For those that do charge an upfront
fee, it is usually less than allowed under federal law.

Both the size of the fees and how simple it is to determine those fees are a large part of the
consideration of how easy an IDA is to use. The IDA should consider the ability of potential
borrowers to pay an annual fee versus a large fee upfront. Conduit borrowers may balk at paying
a fee upfront if it is a large amount, rather than an annual amount that may be easily budgeted or
a smaller upfront fee.

For the ability for a borrower to arrive at the amount of the fees and determine if those will meet
the federal tax requirements, simple is better. Keep in mind that anything not straight forward
may require the bond counsel or the financial advisors on the financing to calculate the “yield on
the purpose investment” to compare with the bond yield rather than doing a simple “eyesight”
calculation. | would recommend adopting an approach that would typically not require a bond
counsel or a financial advisor to make other calculations. This additional step would make the
IDA appear less user friendly, and that perception may travel fast and last awhile. Another bond
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counsel told me that if he thinks he or his borrower will have to do extra work and make
calculations or wait until they have an amortization, or if an upfront fee is too large, they will try
to find IDA alternatives when possible.

The Lexington IDA is uniquely positioned in that it already has local institutions that use the
IDA rather frequently for large bond issuances, but may also attract smaller borrowers or bond
issuances. Not all IDAs are in the same position with regard to borrowers. Likewise, not all
borrowers are in the same position financially or with regard to the size of the bonds they want
the IDA to issue. There is a big difference between a $3,600,000 financing and a $36,000,000
financing and the resulting fees to the IDA.

Questions to Answer

The foregoing leaves the following questions for the IDA Board to answer:
1. Does the IDA want an application fee? If so, what amount?

2. Does the IDA prefer an annual administrative fee, a one-time upfront fee, a borrower
option between the two, or a hybrid or sliding scale structure?

A. If an annual fee:

(1) What percentage does the IDA prefer after considering whether an
application fee is charged: 1/8 of 1% annually on outstanding
principal, 1/10 of 1% annually on outstanding principal, or a lesser
amount?

(2) Does the IDA want to cap annual fees at a maximum? If so, at what
amount (e.g., $3,000, $5,000, or a percentage)?

B. If an upfront fee:

Does the IDA prefer to charge (1) the full amount of the total annual
payments of 1/8 of 1% of outstanding principal brought to present
value (which can be a large amount), or (2) a lower amount (such as
the currently charged one-time fee of 1/8 of 1% of the original
principal)?

C. If ahybrid or scaled approach, what amounts or thresholds?
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Below are just a few examples of options:

1. $4,000 application fee (or other amount) plus 1/10 of 1% annual fee capped at a certain
amount (e.g., $5,000) or not capped at all.

2. 1/8 of 1% annual fee on outstanding principal.

3. $4,000 application fee (or other amount) plus 1/8 of 1% of original principal amount as a
one-time fee at closing.

3. 1/10 of 1% fee at closing, plus 1/10 of 1% annually of outstanding principal capped at
$5,000 (or other amount).

There is a reason most IDAs use an annual fee and I believe it makes the IDA more “user-
friendly” to conduit borrowers. However, I also understand the Lexington IDA’s desire to
receive more fees upfront for more immediate expenditures on local economic development
programs. The point is to find balance that works best for the Lexington IDA and its
community. If the IDA wants funds upfront, it can do so, but I would recommend the IDA’s fees
allow some leeway as to not automatically require in-depth calculations and are reasonable
enough to attract and not deter potential conduit borrowers.



Minutes
Industrial Development Authority (IDA)
Of the City of Lexington, VA
Wednesday, November 20, 2019, 5:09 p.m.

IDA: Also present:

Present: Bruce Summers, Chair Staff: Jim Halasz, Secretary
Felicia Bush Jani Hostetter, Clerk
Buddy Derrick Daniel Lauro, IDA Attorney
Dick Halseth Jared Jenkins, City Attorney
Tammi Hellwig Arne Glaeser, Planning Director

Katie Shester

The Industrial Development Authority (IDA) met on November 20, 2019 in the Community
Meeting Room of City Hall. Chairman Bruce Summers called the meeting to order at 5:09 p.m.

Approval of Minutes
Buddy Derrick moved to approve the October 9, 2019 IDA Minutes. Dick Halseth seconded,
and the motion carried unanimously (6/0).

Appointment of City Manager Jim Halasz as IDA Secretary
Katie Shester moved to appoint City Manager Jim Halasz as IDA Secretary. Buddy Derrick
seconded, and the motion carried unanimously (6/0).

Public Hearing and Consideration of the Lexington House Apartments Inducement Resolution —
Chairman Summers opened the Public Hearing at 5:11 p.m.

Bryce Quigley of Steele Properties gave an overview of Steele Properties and the scope of work
for Lexington House Apartments. B. Derrick asked if there were any empty apartment units that
can be used to house residents that are displaced during renovations. B. Quigley said that there are
six vacant units, but they plan on not displacing many residents aside from the fully adaptable units
and explained the process of renovating rooms without having to displace residents. F. Bush asked
how many fully adaptable units are being renovated. B. Quigley said that four fully adaptable units
and two audio visual accessibility units.

T. Hellwig questioned if all the flooring would be replaced, especially those with carpet. B.
Quigley said that not all flooring will be replaced because some of the units do have newer flooring
and a lot of the renovations are meant to extend the life of the building. T. Hellwig said that a lot
of the enhancements look positive and asked if Steele Properties had gotten any feedback from the
residents on the carpet in their space. B. Quigley said that they had a meeting with the residents
on October 9, 2019 with a really good turnout and they had really positive feedback. T. Hellwig
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asked if B. Quigley knew how old the carpet is in the units, to which B. Quigley said that the age
of the carpet varies. T. Hellwig asked if there was a threshold how old the carpet had to be before
being replaced, to which B. Quigley said that he would see if there was a threshold.

B. Summers asked if there is a process to get ongoing feedback from residents after the October
9, 2019 meeting. B. Quigley said that is something Steele Properties can engage in and that they
would be happy to have an ongoing conversation with the IDA and the residents. He added that he
is with the development portion of the project, but there are other managers from Steele Properties
handling communications with residents.

Anne Saunders of McGuire-Woods introduced herself and gave an overview on the inducement
resolution. T. Hellwig asked if there were minutes from the October 9, 2019 meeting Steele
Properties had with the residents. B. Quigley said he did not personally have those minutes, but
could see if he could get them to provide them to the IDA. B. Summers suggested that at the next
IDA meeting with Steele Properties, the minutes could be provided, to which B. Quigley agreed.
B. Derrick suggested that the IDA minutes reflect that the public hearing was held.

B. Summers asked if anyone from the public wished to comment on the resolution, hearing none,
B. Summers proceeded with the consideration of the resolution.

Buddy Derrick moved to adopt the Resolution authorizing the issuance of up to $9,500,000
in principal amount of revenue bonds for the acquisition, construction, rehabilitation and
equipping of the approximately 78-unit Lexington House Apartments multifamily housing
facility. Felicia Bush seconded.

The motion carried unanimously as presented by Roll Call Vote:
AYES: Derrick, Halseth, Shester, Hellwig, Bush, Summers
NAYS: None

Chairman Summers closed the Public Hearing at 5:26 p.m.

T. Hellwig and K. Shester recused themselves due to their employment with Washington &
Lee University.

T. Hellwig and K. Shester dismissed themselves from the meeting at 5:27 p.m.

Consideration of Washington and Lee’s Refinancing —

Steve McAllister, Washington & Lee University's (W&L) Vice President for Finance and Megan
Gilliland of Kaufman and Canole gave an overview of Washington & Lee’s refinancing request.
F. Bush asked if the IDA would be considering the Series 2013 Educational Facilities Revenue
Bonds and Series 2015A Educational Facilities Revenue Bonds, but W&L may not proceed with
the Series 2015A. S. McAllister said that it is possible, but they are asking for approval of both.
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Dick Halseth moved to adopt the Resolution authorizing the issuance of up to $72,000,000 in
principal amount of Educational Facilities Revenue Refunding Bonds. Buddy Derrick
seconded.

The motion carried unanimously as presented by Roll Call Vote:
AYES: Derrick, Halseth, Bush, Summers
NAYS: None

Other Business —

City Manager Halasz asked how the IDA wanted to proceed with the VDOT property and if they
had any issues after their joint work session with City Council on November 20, 2019. D. Halseth
said that his only concern is whether there is a market for 200 units. B. Derrick said he could not
envision 200 units on five acres of land. City Manager Halasz and City Attorney Jenkins provide
clarity of the Role of the IDA with the VDOT Property. B. Summers requested that City staff
communicate with the IDA as to what the IDA’s role will be throughout the process with an update
at the next IDA meeting.

Adjournment
Chairman Bruce Summers adjourned the meeting at 5:35 p.m.

LS

Bruce Summers, IDA Chair

Nonet ) duoa,

J i@HalaSZ, IDA Secretaryﬂ
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Minutes

City Council and Lexington Industrial Development Authority Joint Work Session
November 20, 2019, 4:00 p.m.
City Hall Community Meeting Room, 300 East Washington Street, Lexington, VA

Presiding: Mayor Frank Friedman and Industrial Development Authority (IDA) Chairman Brue Summers

Councilmembers Present: IDA Members Present:
M. Alexander F. Bush
D. Ayers B. Derrick
M. Hentz D. Halseth
D. Sigler T. Hellwig
C. Smith K. Shester

L. Straughan

City Staff: J. Halasz, City Manager/IDA Secretary
A. Glaeser, Planning Director
J. Hostetter, Clerk of Council/IDA
J. Jenkins, City Attorney

CITY COUNCIL CALL TO ORDER -
Mayor Friedman called the City Council meeting to order at 4:00 p.m.

LEXINGTON IDA CALL TO ORDER -
Chairman Summers called the Industrial Development Authority meeting to order at 4:00 p.m.

Mayor Friedman asked everyone to introduce themselves to City Manager Jim Halasz and confirmed the
expectations of the work session.

PRESENTATION ON THE PROPOSED ACQUISITION AND MARKETING OF THE VDOT

PROPERTY -
Tim Davies of the Timmons Group gave a presentation on what the Timmons Group is, an overview of Economic
Development, examples of recent success stories, the VDOT property work to date and the possible next steps

with the VDOT Property.

Mayor Friedman asked what negotiating the price of the VDOT property would look like. T. Davies explained
that in the example property he used, the negotiations did not necessarily go well because they did not have a lot
of bargaining power. He explained that negotiating the terms is very important and is something that should be
learned from this particular example.

Councilmember Sigler asked T. Davies if has seen the opportunity zone designation help project’s get off the
ground and if being an opportunity zone is enough of an incentive. T. Davies said that opportunity zones do not
make a bad project a good project, it just adds a return for the investors looking for that particular tax benefit.
Councilmember Sigler asked what the water and sewer capacity is for that property, to which T. Davies said that
it is not something that they have looked into yet.

City Manager Halasz asked if something such as an environmental contamination on the property should be
discussed before entering into a deal to purchase the property. T. Davies said that the terms of the agreement
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would dictate how much gets discounted for things such as environmental contamination. Councilmember
Alexander asked if the private sector would require less stringent requirements than the federal sector. T. Davies
explained that if the City was dealing with a federally funded project, every study would be necessary, and if the
City was dealing with a privately funded project it would a smaller list of requirements. Councilmember
Alexander asked if remediation was added to the cost, which T. Davies confirmed.

Chairman Summers asked if the property having a school beside it would limit the highest and best use and if the
market study is implying a highest and best use. T. Davies said that he would rather not put an industrial use next
to a school and the multifamily and assisted living had a higher return and the market is healthy. Councilmember
Sigler asked if any projects done to the school would need to be reviewed by the Planning Commission. Director
Glaeser explained that the school is under a conditional use permit in that zoning district and they would have to
amend their existing conditional use permit which would come before Planning Commission.

Mayor Freidman asked how organizations that the City is partnered with such as the Shenandoah Valley
Partnership and the Chamber of Commerce fit into the role and if it is an opportunity to continue with The
Timmons Group to find a developer for the property. T. Davies explained that the best return from participating
with those partnerships will be to bring employers and bigger projects. Mayor Friedman asked if T. Davies could
speak to leasing the land versus selling it outright. T. Davies said that some tenants will not go into a land lease
situation and some will, so that would be a condition that the City may sell the real estate with. He also added that
a small portion of the City’s costs would be covered in a land lease and it could constrain the City.

City Manager Halasz asked if the market study was pointing to market rate multifamily senior housing rather than
low moderate subsidized multifamily senior housing. T. Davies confirmed and further explained how a
combination of the two could work for the City. Mayor Friedman asked if the property lended itself more towards
residential than commercial. T. Davies said that the analysis that the Timmons Group did showed that it lended
itself more toward residential and the market return is not as good for commercial on that property.

K. Shester asked if the 200 units would be specific for senior housing or multifamily housing. T. Davies explained
that the market study looked at vacancy rates, product and trends and he was pleasantly surprised to see that
number. Councilmember Alexander said that while there is need for affordable housing, she is not sure about 200
units, however senior housing is crucial. Chairman Summers said that as he recalled the market study did not
envision an all new residential population, but rather movement of some of the existing population, for example,
it also considered student housing. City Manager Halasz asked if multifamily, senior housing or other, have the
best impact on the surrounding areas. T Davies said that putting residential near the school introduces more
organic potential customers for some retail uses. Mayor Friedman added that all questions from the public should
be sent through City Manage Halasz.

CITY COUNCIL ADJOURNMENT -
Mayor Friedman adjourned the City Council meeting at 5:02 p.m.

LEXINGTON IDA ADJOURNMENT -
Chairman Summers adjourned the Industrial development Authority meeting at 5:02 p.m.

B S

Bruce Summers, IDA Chair

L

Ji F alasz, IDA Secretary
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ECONOMIC DEVELOPMENT AUTHORITY OF THE CITY OF
LEXINGTON, VIRGINIA

MUNICIPAL BOND FEE SCHEDULE

Section 1.1 Applications. Each applicant should submit a fully and accurately completed Application
to the Authority’s Secretary at least thirty (30) days before the Authority’s meeting at which the
Application is to be considered. Each Application should include all requested exhibits. If all requested
exhibits are not available or not to be made part of the public record, a statement of explanation should be
attached to the Application.

Section 1.2 Application Fees. The Authority charges a one-time non-refundable Application Fee of
$5,000. The Application Fee shall be paid prior to consideration of the inducement resolution to be
adopted on behalf of the Applicant. No interest shall be paid on application fees held by the authority.

Section 1.3. Costs and Expenses of Issuance. The Authority requires reimbursement of its costs and
expenses in connection with the issuance and sales of its Bonds and by virtue of its bonds being

outstanding.

Section 1.4. Closing Fees. A one-time Closing Fee of $10,000 is charged following, approval of the
Application by Lexington Virginia’s City Council. Payment of the Closing Fee is to be made within
fourteen (14) calendar days of City Council’s approval of the Application.

Section 1.5. Annual Administrative Fee. The Authority charges an annual administrative fee not to
exceed 1/8 of 1% of the outstanding principal amount of Bonds outstanding which shall be paid by each
Applicant for such Bonds. The annual administrative fee is based on the outstanding principal of the
Bonds as of January 1 of each year with the payment of the annual administrative fee due on or before
January 15 of that year. The Authority shall retain the right to waive all or part of the closing or annual fee
if the Applicant demonstrated to the Authority that financial hardship would result from payment of all or
part of the fees.

Section 1.6. Affordable Housing Transactions. For affordable housing transactions where the Authority or
the City is required to conduct ongoing monitoring of the project, the annual fee shall be based on the
lesser of: 1) staff’s estimate of the costs to be incurred each year in monitoring; or, 2) one-eighth (1/8) of
one percent of the outstanding principal amount of the bonds.
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Section 1.6. Payment of Fees. Fees shall be made payable to the Economic Development
Authority of the City of Lexington VA.
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Conserve and foster the improvement of the City’s
neighborhoods to ensure safe, affordable, and desirable
places to live.




} Housing

> Introduction > Community Engagement

Accessto housing is critical to the health, well-being, and economic vitality of Lexington The online survey and community meetings for the

and its citizens. Quality housing allows people to live comfortably, safely, and in a Comprehensive Plan revealed a need for affordable

desired location. Housing construction, contracting, and other residential services housing in the city that is supported by housing data

create jobs, support the local economy, and contribute to local tax revenue. gathered during the planning process. Affordability
was one of the most frequently cited concerns for

With difficult topography and little undeveloped land, the City has seen little recent Lexington’s future and was highlighted as the

housing development. At the same time, with a strong economy and high quality of most-needed type of residential development.

life Lexington is in demand as a place to live. These factors contribute to high average Single family homes, housing for seniors

housing costs and make housing affordability a key issue for Lexington’s future. and the elderly, workforce housing, and

homes within walking distance to
employment were also commonly
shared needs.

This chapter of the Comprehensive Plan reviews the city’s existing housing stock and
develops strategies for the future. This chapter combines the community’s input and
involvement in guiding the Plan with the data and observations gathered by city
officials.
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> Housing

> Planning Context
Existing Conditions

In order to formulate a future plan for housing in Lexington, it is important to
understand the current frends. By using American Community Survey data (5-year
estimates, 2014-2018) along with US Census Block Group boundaries, housing data
is visualized specific to location to allow for a detailed analysis. The Census Block
Group Maps included in this chapter offer a glimpse into the specific housing and
habitation patterns within the City of Lexington. There are six block groups within
the City; each encompasses relatively equal population numbers but contains
varying housing characteristics. Block Group 2 primarily encompasses Virginia
Military Institute and Washington and Lee Campuses; note that the housing data
for this Block Group is anomalous but was not excluded since it is partitioned into
one Block Group.

Map 7.1
Block Groups

Map 7.2 Population Map 7.3 Housing Units Map 7.4 Household Size
Population count for number of Number of available housing Average size of household
people living in each Block Group units in each Block Group. living in each Block Group.
Total: 7110 Total: 2312
Source: ACS 5-year
estimates, 2014-2018
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