SAND POINT REDEVELOPMENT—DRAFT RFP
12/18/98  3:22 PM
PAGE 27

UNIVERSITY OF WASHINGTON

REQUEST FOR PROPSAL

SAND POINT HOUSING REDEVELOPMENT

ISSUED:

DOCUMENT SUMMARY
1 GENERAL INSTRUCTIONS

1.1 Purpose

1.2 Definition of Terms

1.3 Pre-Proposal Conference

1.4 Submission of Proposals

1.5 Timetable

1.6 Inquiries

1.7 Interpretation of the RFP

1.8 Modifications

1.9 Format of Proposals/Signatures

1.10 Cost of Proposals

1.11 Withdrawal or Modification of Proposals

1.12 Terms and Conditions

1.13 Non-Endorsement

1.14 Gratuities

1.15 Public Disclosure

1.16 Contract in the Best Interest

1.17 Selection of Proposals/Basis of Award and Other Considerations

2 REQUIREMENTS

2.1 Corporate information

2.2 Previous experience

2.3 Financial capability to execute the Project

2.4 Concept proposal

2.5 Project Design/Proposed Renovation

2.6 Financial Plan

2.7 Rental Rate

2.8 Project Management

2.9 Building Management

3 Attachments

3.1 Student Referral Process

3.2 Example of Tax—Exempt Project Financing

3.3 Rental Rate Structure

1 GENERAL INSTRUCTIONS

1.1 PURPOSE

1.1.1 The University of Washington (the "University") is soliciting formal proposals from non-profit entities (Non-Profits) for the redevelopment, financing and operation of student housing at Sand Point.  Redevelopment includes the demolition and construction of student apartments on property known as Sand Point Homes and currently occupied by 200 one-, two- and three-bedroom apartment units.  Redevelopment also includes demolition of two single-family houses on property adjacent Sand Point Homes and construction of student apartments on the land.  Sand Point Homes is owned by the University of Washington and is located along NE Radford Drive in Seattle, Washington.

1.1.2 The University is committed to retaining student housing at this site but is seeking an arrangement that would not require the investment of University funds.  The University believes that significant demand for the apartments would exist given a quality renovation and affordable rents.

1.1.3 The University intends to enter into a lease and use agreement ("Operating Agreement") with the selected Non-Profit which will describe the redevelopment of the housing and its financing and management (the "Project").  As part of the Operating Agreement, the University will lease the Sand Point property and facilities to the Non-Profit on a long-term basis.  The University will also consider limited use of _________________ for commercial (other) purposes.

1.1.4 The University seeks a comprehensive and quality redevelopment of the property.  While actual costs and financing of the redevelopment shall be the responsibility of the Non-Profit, it is anticipated that the work needed will have a cost of approximately $37 million.  The Non-Profit will be expected to work closely with the University in establishing the overall character and quality of the development.  The new units must be maintained to a level acceptable to the University for the life of the Operating Agreement.

1.1.5 University students will have first priority in renting the renovated units.  The University will utilize a referral process to direct students to the apartments.

1.1.6 The units must remain affordable to the University students who will occupy the building.  Affordable means that, at a minimum, rates will not exceed average rental rates for new construction available in the area.  To ensure their affordability, the University must approve the initial rental rates charged by the Non-Profit and any subsequent rental increases.

1.1.7 The University seeks a financing plan where no initial capital outlay or ongoing financial subsidy by the University is required.  The University believes that a tax‑exempt financing structure is critical to the affordability of the Project.  See Attachment B for a brief description of a tax‑exempt financing structure utilized by the University on a recent project.

1.2 Definition Of Terms

1.2.1 Purchaser, Buyer, University
University of Washington

1.2.2 Non-Profit Entity, Non-Profit
Person, firm, or corporation submitting a 

proposal

1.2.3 Bidder Coordinator
Claudia Christensen, or other University of 

Washington authorized Purchasing Department 

personnel.

1.3 Pre-Proposal Conference

1.3.1 A "mandatory" pre-proposal conference and has been scheduled for ________________.  Non-profits must return the Pre-Proposal Conference Confirmation Form to Coordinator by _______.  Parties not attending the conference will not be eligible to submit a proposal.  

1.4 Submission Of Proposals

1.4.1 Six (6)? properly signed and identified copies of the proposal must be submitted to:

1.4.2 University of Washington
Attention:  Claudia Christensen
Box 355615
Seattle, WA  98195-5615

1.4.3 Reference Request for Proposal:  Sand Point Redevelopment

1.4.4 on or before, 2:00 p.m., _______.  Any offer received after that date and time will not be considered. Proposals will be acknowledged as received only, at the time and date established for submission, details will not be available until after an award has been made.

1.5 Timetable

1.5.1 RFP Issued


1.5.2 Mandatory Pre-Proposal Conference


1.5.3 Closing Date For Inquiries


1.5.4 Submission Of Proposals


1.5.5 Developer Presentations


1.5.6 Contract Award (Approximate)


1.5.7 Inquiries

1.6 All inquiries concerning this solicitation should be addressed to:

1.6.1 University of Washington
Attention:  Claudia Christensen
Box 355615
Seattle, WA  98195-5615
Telephone:  (206) 685-5712
Fax:  (206) 543-3221

1.6.2 All questions must be submitted in writing, citing the particular RFP section and paragraph number.  Depending upon the nature of the inquiry and the response, copies of the question and response may be submitted to all other potential bidders.  The closing date for all inquiries is stated in Paragraph 1.5 of the RFP.

1.7 INTERPRETATION OF THE RFP

1.7.1 Should any discrepancies be found in, or omissions from, the specifications, or doubt exists as to their meaning, the vendor shall immediately notify Coordinator in writing.  Coordinator will send written instructions or addenda, as required, to all interested parties.  All addenda issued shall be incorporated into the solicitation and subsequent contract(s).  The University shall not be responsible for oral interpretations.  All offers must acknowledge with their offer, receipt of all addenda issued during the RFP process.

1.8 MODIFICATIONS

1.8.1 No oral, telephone, facsimile transmitted (FAX), or telegraphic bids or modifications to proposals will be accepted.

1.9 FORMAT OF PROPOSALS/SIGNATURES

1.9.1 Proposals must be submitted using the RFP format provided, all applicable attachments must be appropriately completed, labeled and signed.  Failure to respond as required may result in automatic rejection of the proposal.  More than one solution may be submitted. Proposals must remain valid for a minimum of 90 days from due date, and may be extended at the request of the University with consent by the vendor.

1.9.1.1 Unless otherwise noted, bidder’s signature will constitute acceptance and compliance with the information and instructions of the Request for Proposal.  Proposals must be signed and dated with name and title typed or printed below signature.  Authorized signatures acceptable to the University are as follows:

1.9.2 Proposal submitted by a proprietorship must be signed by the Owner. 

1.9.3 Proposal submitted by a partnership must be signed with the partnership name, listing at least one of the partners, followed by the signature and designation of the partner signing.

1.9.4 Proposal submitted by a corporation must be signed with legal name of the corporation, followed by the name and title of the authorized officer. 

1.10 COST OF PROPOSALS

1.10.1 The University is not liable for any cost incurred by the vendors in the preparation and presentation of their proposals.

1.11 WITHDRAWAL OR MODIFICATION OF PROPOSALS

1.11.1 Any vendor may withdraw or modify their proposal upon written request at any time prior to the date and time proposals are due.  No oral, telephone, facsimile or electronic modifications or withdrawal requests will be accepted.

1.12 TERMS AND CONDITIONS

1.12.1 The following additional terms and conditions will be required:

1.12.2 Construction

1.12.2.1 The Non-Profit will enter into contracts with contractors, architects, engineers, and other professionals to design, develop and construct student housing at Sand Point, and will supervise construction of the project to ensure its availability to use by students prior to September 2001.  Liquidated damages will apply in the event the project is not completed according to the agreed‑upon schedule. While the University shall not be responsible for design  or construction management, the University will review and approve the design before it is finalized and observe the progress of construction.

1.12.3 Insurance

1.12.3.1 The Non-Profit, and its various agents including the contractor, architect, and property manager, must provide liability, property, and other insurance at levels acceptable to the University over the life of the project. The University must be named as an additional insured on the policies.

1.12.4 Hold Harmless

1.12.4.1 The Non-Profit must agree to indemnify and hold the University harmless from all damage or injury to the University, and from all claims against the University by third parties. arising out of the negligent actions or omissions of the Non-Profit or its agents.

1.12.5 Buy‑out

1.12.5.1 The University reserves the right to purchase the leasehold interest in the property from the Non-Profit.

1.12.6 Student Housing

1.12.6.1 The Non-Profit shall use its best efforts to keep the project fully leased to students of the University; provided, however, that if there should at any time be insufficient demand from the University student population, the Non-Profit shall have the right to lease units in the Sand Point to faculty, staff, other individuals affiliated with the University and if demand is still insufficient, to members of the general public under guidelines, priorities, rental rates, terms, and other requirements agreed to between the Non-Profit and the University and in accordance with Attachment C.

1.12.7 Marketing

1.12.7.1 The University will advertise and market the Sand Point Housing as an auxiliary component of University Housing in a manner similar to other components of the system. The University will maintain waiting lists for all components of the system. Students will continue to be allowed to choose their housing options.  If a waiting list exists for the Sand Point, the Property Manager shall rent only to students on the waiting list. The Property Manager may advertise and market the Sand Point Housing, provided that students are placed in a manner consistent with the system‑wide procedures. Refer to Student Referral Process, Attachment A.

1.12.8 Clear Title

1.12.8.1 During the life of the project, the Non-Profit must keep the leasehold and the improvements free and clear of all liens, mortgages, encumbrances or other defects except for such encumbrances as are approved in advance by the University. Upon termination or expiration of the lease period, title to all improvements. fixtures, and maintenance reserves will pass free and clear to the University.

1.12.9 Security

1.12.9.1 The Non-Profit shall provide security for the building consistent with the security provided to other buildings of similar size and location.

1.12.10 Non‑Assignability

1.12.10.1 The Non-Profit will be prohibited from assignment or sublease of the project without the written discretionary consent of the University.

1.12.11 Compliance With All Laws

1.12.11.1 The Non-Profit shall redevelop Sand Point Housing and shall keep it occupied, maintained and managed in compliance with all applicable laws and regulations.

1.12.12 Damage/Destruction

1.12.12.1 The Non-Profit or its management company will be responsible for repairing damage or destruction to the building.

1.12.13 Other Requirements

1.12.13.1 The attached general Terms and Conditions will become part of any contract resulting from this solicitation, in addition to the terms and conditions contained in Section 1.12 of this solicitation.

1.12.13.2 In the event of conflicts between terms and conditions referenced in the RFP, the following priority shall apply:


(1)
Terms and Conditions of this Solicitation

(2)
General Terms and Conditions 

1.12.13.3 By submitting and signing a proposal, vendor certifies that they understand and accept the terms and conditions of this solicitation.  Any exceptions must be submitted with their proposal. Vendors must specifically cite each clause with which they have an issue and suggest alternate language.

1.12.13.4 The above requirements are representative but not exhaustive. The University reserves the right to require additional terms and conditions as it deems appropriate to this project.

1.13 NON-ENDORSEMENT

1.13.1 The successful bidder agrees to make no reference to the University in any literature, promotional material, brochures, sales presentation or the like without express written consent of the University.

1.14 GRATUITIES

1.14.1 In accordance with RCW 42.52, Ethics in Public Service, no gifts, gratuities or any item of economic value may be accepted by University Employees.  Vendor agrees to offer no such items to any University employee.

1.15 PUBLIC DISCLOSURE

1.15.1 It is the University's intent to receive proposals in response to this solicitation at the time and place designated herein.  After an award has been made, all information submitted as part of each vendor's response shall become part of the contract.  Virtually all documents submitted as part of this process must be considered part of the public record and available for any party's review upon request.  All materials submitted in response to this bid, or during the life of the contract, become the property of the University.  Selection or rejection of a bid does not affect that right.  If a request is made to view a vendor's bid, the University will comply according to appropriate Public Disclosure statutes.

1.16 CONTRACT IN THE BEST INTEREST

1.16.1 The University reserves the right to accept or reject any or all offers without penalty; to waive information or irregularities and to contract as the best interests of the University may require in order to obtain the service that best meet the needs of the University as expressed in this Request for Proposal.

1.17 SELECTION OF PROPOSALS/BASIS OF AWARD AND OTHER CONSIDERATIONS

1.17.1 The Non-Profit will be selected based on the overall merit of its proposal taking into account:  the character and quality of the construction proposed, the number and configuration of apartments proposed and other aspects of the project design; the overall cost of the proposal, the cost to the University if any, the proposed rental rates, and other aspects of the financial plan; management personnel, conditions, and other aspects of the management plan; and any other terms, conditions, or assumptions identified or proposed by the Non-Profit.

1.17.2 Per WAC 236-48-093 and RCW 43.19.1911, contract(s) shall be awarded to the offer that best meets the requirements of the solicitation and other considerations as stated in the Request for Proposal.

1.17.3 compensation to University

1.17.4 The University reserves the right to make whatever decisions it determines in the exercise of its discretion are in the best interest of the University.

1.17.5 Upon selection of the preferred Non-Profit; the University will enter into negotiations with that Non-Profit for an appropriate agreement or agreements. These negotiations may not depart substantially from the selected proposal without the University's agreement. If the University and the bidder selected are unable to reach agreement, the University may terminate the negotiations and begin negotiations with the other bidder or seek new proposals.

2 REQUIREMENTS

2.1 Non-Profits should submit the following information as part of their proposals.

2.1.1 Each response to this RFP must contain the items requested above.  Each item should be formatted in a separate section.  Proposals should be in an 81/2" x 11" format.  Each response should also include a cover letter providing the name of a project contact, a Table of Contents, and a two page executive summary of the team's qualifications.  5 bound copies of the proposal are required for submittal.  They should be submitted no later than 3:00 p.m. on ___________1999 to:

2.1.2 University of Washington
Purchasing Department 
ATTN:_______________

2.1.3 The material submitted by prospective Non-Profits in response to this RFP will be reviewed by a panel selected by the University.

2.2 Corporate information

2.2.1 Non-Profits should provide organization name; legal status; organization address including zip code; full names of organization officers; and credit references.  Non-Profits should also provide names and addresses of all principal participants of the team it might utilize in the Project, including architects, engineers, space planners, contractors, principal subcontractors, property managers, financial consultants, and financial institutions.

2.3 Previous experience

2.3.1 Non-Profits should provide evidence of participation in other housing projects of this type, nature and scope, including; those on behalf of public or quasi‑public entities.  Evidence should include a brief project description including method and source of financing; a statement regarding the duration of Non-Profit's financial involvement with the project following completion; and identification of architect and principal consultants, and contractor and principal subcontractors.

2.4 Financial capability to execute the Project

2.4.1 Non-Profits should submit information regarding their financial capability to successfully pursue and complete this Project on a timely basis.  The evidence of financial condition should include a minimum of two years of audited financial statements for the Non-Profit and developer (and the proposed operator, if a separate firm).

2.5 The intent of the Non-Profit to manage directly or by contract with a management firm should be stated.  The Non-Profit should provide evidence of its property management expertise or the expertise of its proposed management fine, including the ability to maintain commercially acceptable standards of maintenance and landlord/tenant relations.  Descriptions of other projects currently managed directly or by contract should also be included.  References must be provided and may be contacted.

2.6 Concept proposal

2.6.1 Non-Profit should provide a concept proposal for the Project.  This proposal should include the basic concepts for financing the Project, construction of the renovation, and management of the facility; operating assumptions including rental rate range; and any other conditions upon which the concept is dependent.

2.7 Project Design/Proposed Renovation

2.7.1 The Non-Profit should provide a design narrative and/or drawings sufficient to identify building systems, infrastructure, architectural finishes, etc.

2.7.2 Provide a design narrative and outline specifications sufficiently detailed to identify proposed building.

2.7.3 Provide a design/construction schedule. The University of Washington expects the facility to reopen September 2001.

2.7.4 Provide a comprehensive list of the principle participants of the design/construction team and their roles and responsibilities.

2.7.5 Financial Plan

2.7.5.1 The Non-Profit should provide a complete and detailed financial plan for the Project.  Assume the Sand Point reopens to students prior to September 2001, the project has a 30-year life, and the rental rate structure is in accordance with Attachment C.  A summary of all assumptions and base data used to develop the financial plan should be included, so that the University in its evaluation can analyze variables and modify assumptions.

2.7.6 Building Renovation Costs:

2.7.6.1 Provide a time phased itemized project renovation cost schedule including all direct construction costs and indirect costs for planning, design, engineering and other consulting fees. permit fees, Non-Profit fees, interim interest expenses and allowance for contingency.

2.7.7 Building Revenues and Expenses:

2.7.7.1 Provide a pro‑forma cash flow schedule of revenues and expenses for a minimum five year period. Include assumptions for rental rates, timing and magnitude of rental increases and vacancy rate and economic and market demand assumptions that support revenue projections.

2.7.7.2 Provide a complete breakdown of operating and ongoing maintenance expenses. Assume a ground lease for the existing land and building shell. Also, assume no real estate or leasehold excise taxes provided the units are rented exclusively to University students, faculty and staff. Such taxes would likely apply if the units are rented to members of the general public. Assume that the cost of utilities will be at market rates.

2.7.7.3 Provide an estimate of the level of major maintenance expenses over the life of the project and describe how they will be funded via a maintenance reserve or some other mechanism.

2.7.7.4 Show the management fee for operating the building as a separate line item and describe how it is calculated.

2.7.8 Project Financing:

2.7.8.1 Provide a summary description of how the project will be financed during both the construction and permanent financing phases.

2.7.8.2 Describe in detail the financing structure including the extent of the Non-Profit’s financial commitment over the life of the. Describe the security behind the financial commitment. Identify the legal and/or corporate structure of the Non-Profit for this project.

2.7.8.3 List all relevant parties to the financing including, but not limited to, attorneys, consultants, investment bankers, lenders. Provide an itemized list of all estimated up‑front and ongoing fees and charges in addition to assumptions about the financing term, amount and interest rates.

2.7.8.4 Under tax‑exempt financing, assume the University will have final approval over the financing structure.

2.7.8.5 Include financing costs and debt service in the cash flow projections described above.

2.8 Rental Rate

2.8.1 During the term of the Operating Agreement, the Non-Profit will be responsible for the management, operation, and maintenance of the facility.  The initial rental rate for each of the apartment types must be submitted with the final proposal.  Non-Profits submitting proposals do so with the understanding that, following acceptance by the University of the initial rental rate schedule, any subsequent rent increases (timing and magnitude) must be approved by the University.

2.9 Project Management

2.9.1 The Non-Profit should identify all principal participants of the team it intends to utilize in the Project.  It should also provide a management plan for the redevelopment project.

2.10 Building Management

2.10.1 Provide a management plan that details how the property manager would operate the facility.  Areas of interest include but are not limited to:

2.10.1.1 Customer service (operating philosophy)

2.10.1.2 Plan to interface with the University

2.10.1.3 Utilities

2.10.1.4 Plan to handle repairs and long‑term maintenance

2.10.1.5 Policy for late payments

2.10.1.6 Custodial cleaning schedule

2.10.1.7 Whether on‑site management will be provided

2.10.1.8 Whether an on‑site office will be provided

2.10.1.9 Policy on deposits (e.g., damage deposits, first and last months' rent)

2.10.1.10 Policy for eviction

2.10.1.11 A sample tenant lease

2.10.1.12 Other relevant operating information

ATTACHMENT A

STUDENT REFERRAL PROCESS

The University's intention is that the Sand Point Housing shall be maintained and operated as student housing once the proposed renovation is complete.  To assure rental by properly qualified University students, in accordance with University housing priorities, the following referral process is envisioned by the Department of Housing and Food Services:

1. The University shall maintain waiting lists of University students desiring accommodations in the Sand Point Housing and shall provide the Property Manager with lists of qualified students on a periodic basis. The University shall use its best efforts to provide sufficient qualified students to keep the building fully occupied; provided, however, if there should at any time be insufficient student demand for such housing facilities, the University shall maintain waiting lists of faculty, staff and affiliated members of the University community and shall provide the Non-Profit with such applicants as units become available.

2. Priority for students in Sand Point Housing will be established based upon date of application and such other criteria as the University shall determine at its sole discretion.  The property manager will offer housing to students in the order they appear on waiting lists provided by the University.

3. If there is insufficient student demand from all of these categories, the University will refer faculty, staff and affiliated members of the University community.

4. The Non-Profit may reject applicants based on financial references or other relevant criteria agreed to by the University, provided that the Non-Profit not discriminate on the basis of non‑relevant factors of race, religion, color, or national origin in accordance with the University housing policy.

5. A standard lease or rental agreement shall be prepared by the Non-Profit and approved by the University. Each tenant will be required to sign the rental agreement. Tenants may lease an apartment at Sand Point for no more than two years (24 months), although exceptions may be granted for students who demonstrate an ongoing need for student housing for academic reasons.

6. A rental rate schedule will be prepared by the Non-Profit and approved by the University for each one‑year period beginning July l of each year.

7. The building will be managed in accordance with sound property management practices and the Non-Profit must be responsive to tenant complaints. The University will have the right to conduct inspections of the building, apartment units, and grounds, to ensure that the building is maintained in accordance with established standards.

8. The Non-Profit shall keep the building occupied, maintained and managed in compliance with all applicable laws, regulations, insurance requirements, contracts, leases, permits, ordinances, restrictive covenants and easements.

ATTACHMENT B

EXAMPLE OF TAX‑EXEMPT PROJECT FINANCING

One method the University has used to minimize project financing costs is provided for under IRS Rule 63‑20. This method is described below:

1. A nonprofit, 501(c)(3) corporation is found or formed to finance, renovate and manage the property.

2. The nonprofit corporation issues bonds and enters into an operating agreement with the University to redevelop the student housing at Sand Point.  Bond Proceeds pay for the renovation, including a fee to the Non-Profit. Rents from the project are used by the nonprofit corporation to pay property management fees, other project related expenses, and to make payments on the bonds.

3. The University, through a use agreement with the nonprofit corporation, ensures the property is used for higher education purposes (i.e. student housing).

4. The University, as a requirement of IRS 63‑20 financing, agrees to take title of the project when the bonds are retired.

ATTACHMENT C

SAND POINT HOUSING

RENTAL RATE STRUCTURE

To ensure that the Sand Point Housing will remain affordable for students, rental rates will be established and maintained at, or below, average rents available in the private market. Private market rents will be determined from an authoritative survey of the local real estate market, such as the Seattle‑Everett Real Estate Research Report, calculated as follows:



University District
Greenlake/ Wallingford
Capital Hill/ Eastlake

Average

One Bedroom

$615
$689
$687
$664

Two Bedroom







One Bath
$757
$827
$868
$817


Two Bath
$901
$1,002
$1,079
$994

Three Bedroom







One Bath
n/a
n/a
n/a
n/a


Two Bath
$1,071
$1,306
$1,685
$1,354

Spring 1998 Seattle-Everett Real Estate Research Report.  Calculated based on the University District, Green Lake/Wallingford and Capital Hill/Eastlake neighborhoods.

It is anticipated that the Non-Profit will be allowed to increase rental rates, subject to University approval, to keep pace with inflation, as long as such increases do not result in rates higher than private market rents. To ensure this limitation, we intend to use a rental rate formula for future rate increases, such as the following:

After the initial rates are established. the rates may he increased by no more than the projected increase in the Seattle‑area Consumer Price Index (CPI) for the next calendar year, as published in the State of Washington, Report of the Economic and Revenue Forecast Council. However, the actual rental rates will be limited to the average market rents by unit type in the University District, Green Lake/Wallingford and Capitol Hill/Eastlake, as published in the most recent issue of the Seattle‑Everett Real Estate Report. published semiannually by the Seattle‑Everett Real Estate Research Committee.

ATTACHMENT A

STUDENT REFERRAL PROCESS

The University's intention is that the Sand Point Housing shall be maintained and operated as student housing once the proposed renovation is complete.  To assure rental by properly qualified University students, in accordance with University housing priorities, the following referral process is envisioned by the Department of Housing and Food Services:

1.
The University shall maintain waiting lists of University students desiring accommodations in the Sand Point Housing and shall provide the Property Manager with lists of qualified students on a periodic basis. The University shall use its best efforts to provide sufficient qualified students to keep the building fully occupied; provided, however, if there should at any time be insufficient student demand for such housing facilities, the University shall maintain waiting lists of faculty, staff and affiliated members of the University community and shall provide the Non-Profit with such applicants as units become available.

2.
Priority for students in Sand Point Housing will be established based upon date of application and such other criteria as the University shall determine at its sole discretion.  The property manager will offer housing to students in the order they appear on waiting lists provided by the University.
3.
If there is insufficient student demand from all of these categories, the University will refer faculty, staff and affiliated members of the University community.

4.
The Non-Profit may reject applicants based on financial references or other relevant criteria agreed to by the University, provided that the Non-Profit not discriminate on the basis of non‑relevant factors of race, religion, color, or national origin in accordance with the University housing policy.

5.
A standard lease or rental agreement shall be prepared by the Non-Profit and approved by the University. Each tenant will be required to sign the rental agreement. Tenants may lease an apartment at Sand Point for no more than two years (24 months), although exceptions may be granted for students who demonstrate an ongoing need for student housing for academic reasons.

6.
A rental rate schedule will be prepared by the Non-Profit and approved by the University for each one‑year period beginning July l of each year.

7.
The building will be managed in accordance with sound property management practices and the Non-Profit must be responsive to tenant complaints. The University will have the right to conduct inspections of the building, apartment units, and grounds, to ensure that the building is maintained in accordance with established standards.

8.
The Non-Profit shall keep the building occupied, maintained and managed in compliance with all applicable laws, regulations, insurance requirements, contracts, leases, permits, ordinances, restrictive covenants and easements.

ATTACHMENT B

EXAMPLE OF TAX‑EXEMPT PROJECT FINANCING
One method the University has used to minimize project financing costs is provided for under IRS Rule 63‑20. This method is described below:

1.
A nonprofit, 501(c)(3) corporation is found or formed to finance, renovate and manage the property.

2.
The nonprofit corporation issues bonds and enters into an operating agreement with the University to redevelop the student housing at Sand Point.  Bond Proceeds pay for the renovation, including a fee to the Non-Profit. Rents from the project are used by the nonprofit corporation to pay property management fees, other project related expenses, and to make payments on the bonds.

3.
The University, through a use agreement with the nonprofit corporation, ensures the property is used for higher education purposes (i.e. student housing).

4.
The University, as a requirement of IRS 63‑20 financing, agrees to take title of the project when the bonds are retired.

ATTACHMENT C

SAND POINT HOUSING

RENTAL RATE STRUCTURE
A.  To ensure that the Sand Point Housing will remain affordable for students, rental rates will be established and maintained at, or below, average rents available in the private market. Private market rents will be determined from an authoritative survey of the local real estate market, such as the Seattle‑Everett Real Estate Research Report, calculated as follows:



University District
Greenlake/ Wallingford
Capital Hill/ Eastlake

Average

One Bedroom

$615
$689
$687
$664

Two Bedroom







One Bath
$757
$827
$868
$817


Two Bath
$901
$1,002
$1,079
$994

Three Bedroom







One Bath
n/a
n/a
n/a
n/a


Two Bath
$1,071
$1,306
$1,685
$1,354

Spring 1998 Seattle-Everett Real Estate Research Report.  Calculated based on the University District, Green Lake/Wallingford and Capital Hill/Eastlake neighborhoods.

B.
It is anticipated that the Non-Profit will be allowed to increase rental rates, subject to University approval, to keep pace with inflation, as long as such increases do not result in rates higher than private market rents. To ensure this limitation, we intend to use a rental rate formula for future rate increases, such as the following:

After the initial rates are established. the rates may he increased by no more than the projected increase in the Seattle‑area Consumer Price Index (CPl) for the next calendar year, as published in the State of Washington, Report of the Economic and Revenue Forecast Council. However, the actual rental rates will be limited to the average market rents by unit type in the University District, Green Lake/Wallingford and Capitol Hill/Eastlake, as published in the most recent issue of the Seattle‑Everett Real Estate Report. published semiannually by the Seattle‑Everett Real Estate Research Committee.

