TOWN OF Provincetown - Board of Selectmen
MEETING MINUTES
THURSDAY - JANUARY 26, 2017
Provincetown School Auditorium, 12 Winslow Street, Provincetown

Chairman Richter convened the open meeting at 5:37 p.m. noting the following attendees:

BOS members present: Raphael Richter, Erik Yingling, Cheryl Andrews, Tom Donegan
YRRHT Members Present: Tom Donegan, Chris Mathieson, Chris Andrews, Rob Anderson,
Kevin Mooney

Staff: Town Manager David Panagore, Assistant Town Manager David Gardner, Community
Housing Specialist Michelle Jarusiewicz

Consultant: Peter O’Connor

Joint Public Hearing Potential Acquisition of Harbor Hill Condominium property at 3, 4,
and 8 Harbor Hill Road and at 37 Bradford Street Extension:

Tom Donegan reads Public Hearing notice into the record for the Year Round Rental Housing
Trust; Raphael Richter reads Public Hearing notice into the record for the Board of Selectmen.

The Provincetown Year-Round Rental Housing Trust Board of Trustees will hold a joint
Public Hearing with The Provincetown Board of Selectmen on Thursday, January 26,
2017, at 5:30 p.m. in the Provincetown School Auditorium, 12 Winslow Street
(entrance from front door, parking available in the rear at the Grace Hall Parking
Lot,), Provincetown, MA 02657, pursuant to Section 5, Chapter 305 of the Acts of 2016,
to discuss and take comments on the potential acquisition of the Harbor Hill
Condominium located at 3, 4 and 8 Harbor Hill Road and at 37 Bradford Street
Extension, Provincetown. Comments may be submitted in writing by Tuesday, January
17, 2016, 12 noon to the Office of the Board of Selectmen, 260 Commercial Street,
Provincetown, MA 02657 or selectmen@provincetown-ma.gov or in person at the
hearing.

Tom Donegan described the process for the evening with members of the Trust, the Selectmen,
and the Town Manager making comments through the power point presentation.

Trustees Chris Mathieson and Rob Anderson began the power point presentation [see attached
slides] with the history of the purpose of the Year Round Market Rate Rental Trust including its
adoption by town meeting in 2015 and again in 2016 which was enacted by the Governor on
11/3/16. The Trustees were appointed shortly thereafter by the Board of Selectmen and are
subject to the Town charter and by-laws. It is unique to Provincetown and to Massachusetts. The
Trust can acquire property; it can sell, lease, and exchange property. The Trustees have begun to
set mission, policies, and procedures in the short time since. The ultimate goal is to bring
Provincetown home. Provincetown lost 489 residents from 2000 to 2010 and continues to see a
decline in year round residents. Housing costs have skyrocketed. The market has created a surge
of weekly rentals leading to a decline in year round rentals. This is particularly acute for middle
income residents and workers. The Town has had some success in providing housing for lower
income residents but nothing has been available for the squeezed out middle.
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The Trust intends to hire professional management and leasing services and has worked on
policies to allow for the maximum local preference as allowed by law, requiring year-round
residency, and may allow limited co-habitation.

The Harbor Hill acquisition opportunity arose during the time of the establishment of the Trust.
Four buildings with 26 condominium units are located at Bradford Street Extension; they were
built in 1995/1996 with 23 two-bedroom units, 1 three-bedroom unit, and 2 one-bedroom units
for a total of 51 bedrooms. The units include washer/dryers, outdoor space, parking, and some
have fireplaces, skylights, and views.

Town Manager David Panagore described the delicate balance as a public municipality engaging
in a private bid/auction process. Municipalities are regulated in ways that private developers are
not. The timeline has first round bids due by February 14, 2017 and, if within the top 4 bids,
proceed to Round 2 with bids due February 27, 2017. As numbers are refined, the Town is
committed to remain in the financial confines with no additional property tax impact. If
successful, the Town intends to fast-track preparations for the renovations to be ready to start
upon closing, which could be June or July 2017. The Town has evaluated the needed repairs and
renovation, zoning, growth management, ADA, sewer/septic, electrical, water, market
conditions, financing, and risk. The Town has evaluated what operating expense might be
covered by the Town and what by the Trust.

Overall the units are in good condition; many are move-in ready with clean-up. Many doors and
some windows need replacement or repair. Some renovations required for staircases; roofs on 3
buildings need replacement; and assuming the below-ground septic system will need pump-out,
replacement of distribution boxes, and access upgrade. We have construction contingency of
$200,000. If close by the end of June, hope to complete repairs by end of December.

Mr. Panagore described the rental cash flow analysis and “The Ask.” The voters are being asked
for borrowing authority of $10,700,000 with a not-to-exceed all in budget of $12,500,000. The
Trust fund has $1,500,000 available for maintaining a reserve and otherwise available for a bid.
In the future there may be additional sources of income if needed such as the Airbnb tax if
enacted. They have an exit strategy should it be needed where some, or even all, of the property
could be sold off. He described the impact of bonding and debt limits.

The Town anticipates that there will be a ramp up on the rentals of about 25% per quarter.
Housing costs are usually about 1/3 of household income. The goal is to provide a range of
opportunities with various income levels up to $107,940 +/- as a function of area median
incomes. The rents will vary from about $1200 to $3100 with tenants paying their own electric
bill. Water, septic, parking, and trash covered in the rent.

Tom Donegan provided some of the Pro-arguments including priorities for local preference. 26
units will have a substantial impact on the overall goal, high demand, property will be managed
by professional firm, business plan calls for trust funds only, there will not be an increase in the
tax levy for this project, the Trust has ability to sell off all or part if needed. The existing $1.5
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million in Trust funds could acquire 3 to 5 units, this deals leverages the money to acquire 26
units.

Cheryl Andrews presented the Con-arguments including this is first-time effort by untested
Trust; that every pro-forma is an estimate; there may be unforeseen cash needs; and all rental
trust properties are tax-exempt.

Public Comments & Questions:

Maureen McCarron: has lived here all her life, her daughter was employed by Stop & Shop but
had to move with her daughter. She has 2 boys in school, 1 daughter in Switzerland, they would
love to move back here. Must co-habitants be income eligible? What about enforcement
regarding less than 100 days? What kind of penalty?

Mr. Donegan replied that the market has created a long-time tradition in Provincetown where
seasonal workers move into year round market rentals with friends. Tenants will be paying
market rents. If beyond 100 days, then it becomes joint eligibility requirements. They are
looking at similar programs in Aspen and other places.

What if Airbnb? Mr. Donegan said that’s different and becomes a commercial issue.

Dennis Minsky said that he has the same question, co-habitants is not clear. How can you
determine? Mr. Donegan explained that they haven’t set up the rules yet. But tenants are income
qualified at move-in but things change. Want the process not to be overly burdensome. This is a
year-round home, not seasonal. We want people to participate in the Provincetown economy in
all ways including in the winter.

Mark Del-Franco: questioned the affordable limits and number of people per bedroom. If have
the space, could someone get empty bedroom? Mr. Donegan responded that it won’t be the exact
same rules as affordable developments; if the tenant is income qualified, can afford the rent, not
interested in number of heartbeats per bedroom.

Clarence Walker: former member of the finance committee, the Housing Trust was their idea. He
backs the Trust 100%. What has been done distorts the original purpose as proposed by the
finance committee with the idea to start small 1 or 2 units per year. These people would stay in
the community and circulate their income. Triple benefit. There is benefit to getting your feet
wet, you can define the process. Winslow had to be done immediately. VFW had to be done
immediately. What’s the goal? Why not step back and craft structure that all are comfortable
with? This will fail because of weak construct; can’t ask to commit to debt.

Raphael Richter responded that we should give a round of applause to the finance committee that
created this. Mr. Cligqot is firm supporter of this because of the depth of the crisis. $1.5 million
of Trust funds can leverage and create 26 units. There is no real available housing. Unoccupied
units become condos and they get rented weekly. Slow progression can be good but
opportunities come up. We need 100s of units over the next 10 — 20 years to make a dent. Real
estate market is largest single business entity in Town.
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Karen Jasper: confirm numbers - $10.7 million is a loan; interest & principal about $650,000
with operating supplement of about $160,000 per year? Mr. Panagore described the numbers
include the vacancy rate of 5% and the intention to ramp up the first year. Ms. Jasper said that
she had a comfort level with exit strategy and increasing equity? -- Yes, plus the contingencies.

David Moulton: he tries to be informed; it is hard to make this big of a decision so quickly. How
define year-round? How enforce it? -- There will be rules and regulations that would apply.

Shiron Caynon: are you offering lease beyond one year? She supports as it would encourage
people to stay. She watches friends with constant turnover; housing security is important.

Jon Sinaiko: the fire department is appreciated but taken for granted; same for those who work
in town. The core group of the volunteer fire department who attack fires are local, they know
the streets, the people. The bottom line is that 30 people show up for a working fire, they drop
everything. We have lost people to Harwich and Eastham. They would live here if they could.
Response time is critical. This is an opportunity; it will help employers of the Town. Affordable
Housing is for anybody. Want to see people contribute to the community. It’s like climate
change, Provincetown version. Will it work perfectly? Probably not..

Francis Santos: asked if property tax exempt? — Yes, all Trust properties will be tax exempt. Mr.
Santos applauds the efforts. He walked the property and was concerned about the electric heat.
What else is happening? Backup plan for other properties? Other ideas like Habitat? Mr.
Panagore described the goals for this year including the disposal of the former community
center. Three proposals submitted initially. The community center will go to a community use.
Trying to proceed methodically. Next will be the VFW and there is the police station out there to
consider. Now there is a vehicle for community housing -- the Year Round Rental Trust.

Tom Donegan wanted to thank the Trustees who have been meeting 3 times per week in the last
month. The contingency is to buy 1 unit at a time. At that pace, they will spend more overtime;
this is the most cost effective path.

Randy Janson: what about paying off the debt? Do the rents stay the same? Mr. Donegan
explained that they could not present 10-year cash flow under the circumstances but assume that
rents would increase overtime. He has been here 20 years and has a cleaning business. We are
not getting replacement people; 9 of his cleaners are over 55. With the new administration
cutting or eliminating visas, he strongly urges to work on that.

Bob Hazard: resident and former landlord. These were used as 3-season units and heated by
electric. Is there a plan to change that? Any estimates for cost to tenant? Mr. Donegan responded
that the Cape Compact has a renters program that they are investigating. Ultimately migrate the
systems.

This is big scale — is it possible to buy all 4 and sell 1 or 2? — yes possible. Trustees are trying to
maximize the impact.
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Susan Mitchell: she owns property with an attic apartment. It could be expensive to rent out with
upkeep and repairs. She appreciates the effort. She is nervous about unpredictability, could be
sticky wicket to rent. How does $10.7 million not get paid by taxpayers? If put $1.5 million into
it, where does the $160,000 come from? Mr. Panagore indicated that the Trust intends to put
$160,000 per year and there is potential for other source of revenue and the exit strategy. She
asked about the ¥%2% transfer tax could work on that.

Chris Snow: biggest alarm, as approach a foreclosure sale. Assuming goes as planned, for $12.5
million which is double the assessed valuation? What is the business structure? With regard to
other bidders could be strategically a reckless approach. Are we walking away from $230,000 in
owed taxes? Mr. Panagore said that either way, the Town would be paid back taxes. Mr.
Panagore indicated that Town is competing with sale condo deal and assessed values are
typically little low. Mr. Snow was concerned that straw bidders would drive the price up at
taxpayers’ expense. This would be owned by the Trust, what about accountability? Town will
lose control. Mr. Panagore said that the Trust is like any other Town board.

Mark del Franco: welcome to Board of Trustees. He joined fincom as an alternate and feels the
fire. He would like to hear more about the policies and procedures. Year round housing, need to
close the loopholes in the process. Technically residents, but in winter they are not all here.
Define “resident” and “year round workers.” The fincom will meet next Friday to discuss.

Clarence Walker: full backing for Trust. Need to work on the details. Look at sustainable
income. Take 2 — 3 units at Harbor Hill sell to developer, earmark taxes for Trustees, each year
create sustainable growth. This commits entire amount. Need to sharpen the numbers. Mr.
Panagore said that there is no existing capital reserves and they are carrying numbers for a
sinking fund.

Tom Donegan: Thanks to all for attending. They continue to want to hear from you. We don’t
underestimate the challenges and need help. This will be for 26 units for folks that want to be
here. Dream big. This is the cheapest way to get scale. It is a meaningful way to make a dent.
They are being as prudent as possible.

Thanks for attending the first public hearing under Chapter 305 of the Acts of 2016.

Adjourned 7:23 pm

Board of Selectmen Minutes Special Meeting 01-26-17 5:00 p.m. Page 5



Year Round Rental Housing Trust
Public Hearing on
Potential

Harbor Hill Acquisition

Chapter 305 Acts 2016
Year-Round Market Rate Rental Housing
Trust Fund
* Purpose of Trustls to peovide itableyeacround markel rale houing for i3 8 lncoma
ey ity earning be'ow $107,950 (1 pecp'e $12,360)

o Mopted by Toan Mesting bn Lra speir g of 2015 & again in 2016
= Emacted by the gevernor on Keaverdar 3, 2016

* Ungueio Previecetean, Urigein Miistehus et

* Trumtfateantosd subject tadhirter, bpliatard alleas gevern'e g e Toan
+ Finances subject Lo Faance drector & Lreasurar

The Trustean:

+ Aeoulre real estate ardfor person sl progerty
o Sen, bease, @t real peogacty

Mire corgutants and employees

Seek fundi g thacugh toan meeting

YRRHT: Bring Provincetown Home

« Provincetown lost 489 residents from 2000 to 2010
o US Canpas 2000- 3431 2010 - 2,942
& Last Peyein 13 % decting bn am ploged reddents
Vet woecage numbr of local Jobs rerma'aed the same.

* Effects of Our Seasonal Economy
* Houslng cosls huve shyrockated
* Surge of weedly rental conversions = fewer yearty renta's
* Yeartound popuation bk dedined

= Provincetown must re-establish its year round economy
* Rental Housing no bonger avallable for middle Incomes
& The bedrock of our schools, our businesses, town has eroded,
* Getting out of our viclous cycle Inchudes middle Income housing.

Rental Trust Adopted
Management Policies

Professional Property Management Services.
The Trust will hire a local professional property
management company to maintaln the property,
as well as respond to resident requests,

Professional Leasing Services: The Trust will hire
qualified professionals to provide real estate
services to the Trust including the lottery, rental
application processing and tenant management
services.

Rental Trust Adopted Tenant Policies

Local Preference: The Trust will actively pursue the tocal
preferences established in the State Act crealing the Trust. The local
preferences are {I) current residents; (i) Town employees; (iif) local
employees; and (iv) households vdth children going to School in
Toven, In doing so the Trust will honor and obey all applicable and
relevant fair housing laws.

.

Year Round Resldency: Tenants have to be residents on a year
round basls. The Trust will require all leases Include lfPIOFllllﬂ
clauses requiring and verfylng resldency and putln place
procedures to ensure compliance,

+ Cot Itis d restdents may have co-habl
after they are approved as Income eligible. Cohabitants who are
resident for more than 100 days will be required to be included on
the lease and be subject to the terms and requirements of the
lease.
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Harbor Hill Site Plan

.

.

The Harbor Hill Opportunity

Harbor Hill

Location; Bradford St Ext, West End, 1056 ft from
Cape Cod National Seashore.

4 bulidings built in 1995-96, set on 1.2 elevated
acres

26 condominlum units

23 two bedrooms with 1119 sq ft of space

2 one bedraom units 671 sq ft

1 three bedroom unit 1956 sq ft

51 total badrooms
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The Harbor Hill Opportunity

Units Include
washer/dryers
fireplaces

skylights (select units)
outdoor space (select)
views (select)

Harbor Hill Site Plan

1«

e s .

Property includes

* 1 parking spot per unit

+ bike racks

* cammon outdoor space & community garden
* trash receptacles

The Provincetown Approach

Harbor Hill Threerl;eg:::thesmol: Housing Playbook
X 1. Affordable Houslng

Staff Anal\/SIS + 179 rentals as of today

2. Community Housing

* Srentals as of today
3. Seasanal Housing
* Private sector action

Timeline Acquisition Checklist
2016 .
August HH ceased operation ¥ Repairs & Renovation v Electrical
Aug 300 HH filed Chapter 7 bankruptey
Hav 3% Governor signs YYRHT v/ADA v Sewer/Septic
Hov 17 HH auction process begins
December YYRHT board formed by BOS v Zoning ¥ Water
Dec to Present Wark begins to determine HH viability v Growth Management v Financing
2017 ¥ Market Conditions v Transaction Costs
feb 14 Sealed bids due (top 4 to next round) ¥ Risk
Feb 27 Live courtroom auction S
Feb 27 Successful bidder proceeds to contract
June = July Buyer closes on HH
Feb-luly Prepare renovation
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Operating Expense Checklist

Management $ 50,000 ¢ Annual Audit (Town)
* Property - * Trash {Town)
* legal i + Snow Plowing (Town)
+ Accounting
+ L
* Malntenance andscaping  (HH)
* Electrical (HH)

Repalrs $12,000 Septi HH
Lease Agent  $ 25,000 \;p: ¢ (HH)
insurance  $45,000 o (HH)

Renovations

Qver-all units In good conditions, many are move In ready.

Many doors need to be replaced on afl Four Buildings

Some slkding doors need to ba replaced on all Four Buildings

Some windaws need to be replaced

Some windows repalred on o'l Four Buidings

One entry & stalrcase needs major rencvation,

Othar entrles & stalicases needs minor renovation,

Roofs need ta be replaced on Threa Buitdings

Commaon axtariar areas naad soma rencvation

Septic systems are below ground, we ara assuming:
= Al distribution boxes may need replacing

+ Pumpout and upgrade aceess to each septhe tank

Construction Contingency of $200,000

Renovation Timeline

Fob 27 Succosshul bidder proceeds to Chatlng
Fab=Juns Bulkiing & Septic Inspaction, Bid Specification
Prep, On-Board Contracters (Publicly Bid)
luna 27% Tantathva Closing Date
Dac27* Al necessary renovations complote
« 6 months, a rolling scheduls to bring each
bufiding on line

= Goal bring a bullding on line every 45 days

Please note: (nitlal Year - Intarest Only Bond  (Saves approx, $350,000)
Lease up over the fust year by fune 30, 2018 (Revenuss drop by $375,000)
Opaerating Contingencles & Limited Flrst year expanias

Renlal Property Cash Flow Analysis

éoonal Oviralira bt Sond betas
Qe Arvvsl Rt Wcerre “rIan Aoarags Ract §1 02PSF
Tst Coriritasion LASND Merimun of Fhe Yo of
Tetal Ayl eme wnEan
el Qosica Liacnts
Greas Arval Opwatirg Bigerss 18478208
Certrgarey 144 of Oparating Erparess
Tetal Arrwial Opatating Expénity AR
Acquisition Costs
Total Acqudstion wd Rarevtin 10,665,679 00
Captal Retenss (Ricnaliors) 20000000 From Rectal Trust
Arrnd tacist aT8A3558
Aeeradl Precipe 7200188
sl Aveusl Ditt B4k 160,47.1¢
Y sn
Grard Vobad § - 30 Sabow far B T dmpact

The Ask

+ $ 12,500,000 Not to Exceed Maximum
« §10,700,000 Borrowing Request
—Rents & Rental Housing Trust Fund
* Trust Fund ($1,500,000)
- Maintain reserve = 5 years of bond payment
= Otherwise Available for Bid
~ New Sources of Revenue
« Marljuana Tax 2% enacted, avall 2019 +/-
* Alr BB Tax 2019+/- $500,000/yr
* Land Bank 2020 $500,000/y¢

+ Exit Strategy

Impact of Bonding

+ Town Debt Limit: Set by State
—§2.7 Blilion (All Real & Personal Property)
—= Debt Limit = $135,000,000
~ As of today total authorized debt = $67,150,000
+ Of that $13.5M authorized and unissued
= Of that $33.8M = Water/Sewer Debt
* Funded by Fees
. = Used 50%, only 25% borne by taxes
~ Represents of 8% Debt Capacity
— Does not change property taxes or bond rating
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The Rents

Rent Range
* in the First Year: + Rents will vary from $1,200 to $3,100
= Occupancy ramps up 25% per quarter - .
~ This means reduced revenue during the first year s ecicnousehold "5” s : $ e
= Offset by a Short Term One Year Bond rente a1 30NAMI | $1.188 s Ceaem
+ Issued for Inltial year Ireciontiousehold §54350 0 $982,520 - . §123,360
* Interest only payment, no principal Pontsa3ORAMI  $ 1,35 $2,313 ¢ 3004
* Housing costs:

- + Tenant pays Electrical Bill
Typically about 1/3 of household income * Water, Septic, Parking and Trash covered in Rent

—The goalls to provide a range of opportunitles for
varlous income levels up to +/- $107,940.

AMI; Arex Medhin lncome, caleulited on a Barnstable County-wide baus

, Pro Arguments
Trust legislation Prioritizes
= Town Resldents, Town Employees, Families with Childrenin
2 One bedrooms affordable lower income end Town Schools,
6 bedrooms at 120% Substantial Impact on Rental Trust Goal

15 bedrooms in the mid range Demand: Stable Path Example
= 16 households @ 100% AMI alone on the 2 bedroom walting

Rents

+ 2 bedooms60 % of units affordable at 160 after X Unlts {2 or more peape)

+ 2 One Bedrooms that folks eammg +  Rents pay 80% of the Operating Costs, including reserve funds,

¢+ 6 Two Bedrooms + Property Management by Professional Firm

+ 15 two Bedrooms + Business Plan calls for using Trust Funds only. No Increase in

+ 2 one Bedrooms Property Tax Lewy for this Project. Your tax blil does not change,

+ 13 bedroom . :I'l!u;lt‘::siabllitvw sell off all or part of the complexif cashflow | 0

The $1.5M in the Trust Fund buys 3 10 5 unlts, this deal leverages
the $1.5M to acqulre 26 units.

How much would it cost to buy individual units on open market ?

Con Arguments

-

First Time Effort by Untested Trust
Every ProForma is an Estimate
Unforeseen Cash Needs

All Rental Trust Properties Tax Exempt

ke : (550,000)
o 26 UnftsoOp:; Market-giz.s + Harbor Hill is bankrupt w/out any operating
54 bedrooms reserves.
Renovation at 5% $625,000 (5%) = Thus Existing Rental Trust Funds held in reserve

- total of $13.1M
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— What Impacts a Bond Rating:

* Malntaining Reserves, Not Raiding Reserves, Funding
The End OPEB, Addressing Health Care Costs, Having Goad Debt
Policies, Solid Finandial Forecasting.

The Trust Mission Statement

*+ The Provincetovm Year-Round Rental Housing Trust is a municipal
trust fund overseen by five members of the Provincetown community
created by the Massachusetts legistature. The trust exlsts to assist
Provincetown residents gain access ta year-round, market-rate rental
housing by providing housing opportunities to moderate-inceme
individuals and households. While the Trust is specifically tasked to
assista specific segment of Provincetown's population -+ middle-
income residents - its ultimate goal Is to improve the quality of life of
all Provincetown residents, Qur Town's complex housing crisls was not
created by one force, and it will not be solved through cne strategy
alone; but by increasing the number of year-round, market-rate rental
units, the Trusk alms to retain and attract back as many middle-
tncome households as possible, a key step in preserving the unlgue,
special, and diverse community that has defined Provincetown for
generations.

{handout)
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