Harrisonburg Redevelopment &
Housing Authority

P.O.BOX 1071 + HARRISONBURG, VA 22803
Phone/VTDD 540-434-7386 + Fax 540-432-1113

June 15, 2023

The Regular Meeting of the Harrisonburg Redevelopment and Housing Authority's Board

of Commissioners will be held on Wednesday June 21 at 4:00 p.m., at the Municipal Building,

City Council Chambers located at 409 South Main Street, Harrisonburg, Virginia.

Michael G. Wong
Executive Director

Enclosures

EQUAL HOUSING OPPORTUNITY PROVIDER

HRHA provides reasonable accommodations to persons with disabilities consistent with the Section 504 Final Rule (24 CFR Part 8) and the Fair Housing
Amendments Act



Reports

AGENDA
Regular Meeting
June 21, 2023

Call to order and determination of quorum

Review and Approval of Minutes
- May 17", 2023

Financial Reports
- May 2023

A. Executive Director

1.

e

Introduction New Commissioners, Discussion on Establishing Board
Officers

Board of Commissioner Training-NAHRO

Bluestone Town Center-Operating Agreement Revision

Approval of Commerce Village 2022 Audit

2023-2024 Insurance Premiums

B. Any New Business/ Old Business

1. Strategic Initiatives Updates

¢ Homeownership and Neighborhood Revitalization
o Bluestone Town Center
o Lineweaver Annex Renovation
o Commerce Village I

* Addressing Homelessness and Affordable Housing

e Improving Organizational Efficiency and Effectiveness
o MTW-implementation Schedule Update

C. Management Reports

1. HRHA Owned Properties Utilization
2. Financial Monthly Report & Quarterly Investment Update

Public Comment



MINUTES

Regular Meeting
May 17, 2023

The Regular Meeting of the Harrisonburg Redevelopment & Housing Authority
Board of Commissioners was held on Wednesday, May 17 at 4:00 p.m.

Those present were:
Luciano Benjamin, Commissioner, Acting Presiding Officer
Kenneth Kettler, Commissioner
Janet Harvey, Commissioner
Shonda Green, Commissioner

Also present were:
Michael G. Wong, Executive Director
Melisa Michelson, Attorney
Tiffany Runion, Deputy Director

The regular meeting was called to order and a quorum declared present by Luciano
Benjamin, presiding officer.

Mr. Wong then presented the April 18" meeting minutes for consideration of
approval. After a period of discussion, Commissioner Green seconded by Commissioner
Kettler made the motion approving the April minutes. The motion was unanimously
approved.

Mr. Wong then presented the April financials for consideration of approval. After a
period of discussion, Commissioner Green seconded by Commissioner Kettler made the
motion to approve the April financials. The motion was unanimously approved.

Luciano Benjamin, presiding officer, then welcomed the new board members and
introductions were made. Due to three commissioners being absent he requested a
motion to table the establishment of board officers to the June meeting. Commissioner
Kettier seconded by Commissioner Green made the motion to table the discussion on
board officers. The motion was unanimously approved. The board then discussed board
training. After a period of discussion, it was agreed to schedule training at the next
commissioner's meeting. No formal action was taken on this discussion item.

Mr. Wong related of being excited to be able to present Ms. Grace Toto’s scholarship
application for board consideration of approval. He related of staff receiving only one
application for the scholarship contest and of being impressed with Ms. Toto’s academic
achievement and extra curricular activities. He stated that she plans to attend James
Madison University in the Fall. After a period of discussion, Commissioner Green
seconded by Commissioner Kettler made the motion approving Ms. Toto for the
scholarship award. The motion was unanimously approved.



Mr. Wong then provided brief updates on current projects. He related of the successful
closing on the acquisition of the BTC property at the end of April. He stated of the team
establishing a timeframe for site approval by December 1, 2023 with the LIHTC
application being submitted in March. He related of the plan that the for sale single family
homes and town homes be available for sale by mid-next year with the multifamily
construction at the end of 2024 or early 2025. He stated that the Lineweaver Annex
renovation is still awaiting bid proposal from construction firms with the Authority
considering contingency options if no firm responds to the proposal.

Mr. Wong then provided an update on Commerce Village Il and related of the plan to
submit the rezoning application to the City by the June 9" deadline with planning
commission in July and City Council in August. He related of the project being on track to
be eligible for grant funds to support the construction.

Mr. Wong then presented the management reports for consideration of approval. After
a period of discussion, the management reports were approved on a motion by
Commissioner Green seconded by Commissioner Kettler. The motion was unanimously
approved.

Luciano Benjamin, acting presiding officer, then opened the public comment period.
No public comment was received.

The meeting was adjourned on a motion by Commissioner Kettler seconded by
Commissioner Harvey. The motion was unanimously approved.

Michael G. Wong Luciano Benjamin
Executive Director Acting Presiding Officer
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April 7, 2023

Mr. Avram Fechter
Managing Director
EquityPlus LLC

24851 Quimby Qaks Place
Aldie, VA 20105

Dear Avi-

Please find below a summary term sheet describing a GSC investment in Bluestone Town Center in
Harrisonburg, Va. The deal is still contingent on final due diligence, investment committee approval,
documentation and the conditions precedent as provided for below. Please do not hesitate to contact
Alex Mourant or myself at Galway with questions or comments and we look forward to completing our
process in a timely fashion.

Galway Sustainable Capital {GSC) — EquityPlus, LLC
Term Sheet far Bridge Equity supporting Harrisonburg LIHTC Land Acquisition and Development
April 5, 2023

Funding Commitment:
+ Total Commitment: Invest $2.15 million in preferred equity to fund EquityPlus’
investment in the Bluestone Town Center Project located at 1650 Erickson Avenue,
Harrisonburg, Virginia. The investment will be in a newly formed SPV entity, “ProjectCo,”
with an A/B equity capital structure where Galway owns 100% of the A shares and the
EquityPlus JV {(which includes the Harrisonburg Housing Authority) owns 100% of the B
shares.

The EquityPlus ownership interests and cash flows from the Robert Smalls Apartments
project in Spartanburg, South Carolina, will be pledged to support Galway’s equity
investment in the entity. The A shares are to receive a preferred current yield of 10% based
on cash flows from Robert Smalls Apartments and a payment upon financing of the
construction phase of the project to achieve their required rate of return. The A shares will
be retired upon the receipt of that payment and achievement of a 20% Internal Rate of
Return {(“IRR hurdle”) and 1.2x Multiple on Invested Capital (“MOIC hurdle”).



X

Cn

Uses
Acquisition Price $6,775,000
Title/Insurance $200,000

Legal $200,000

Lender Financing $97,200

Financing Fee (Galway) $122,000

Market Study/Appraisal $25,000

Phase 1/Surveys $25,000

Other Predev $427,540

Capitalized Interest $887,760
Takeout of Old Developer Equity $300,000

Underwriting/Placement Fee $125,000
Total Uses $9,184,500
Sources

NHT Loan $6,480,000

Old Developer Equity $550,000

Galway Equity $2,154,500
Total Sources $9,184,500

Percent of Total

Post-Financing Equity |Equity Investment |Investment A Shares |B Shares
Galway $2,154,500 90% 100% 0%
EquityPlus JV $250,000 10% 0% 100%
Total $2,404,500 100% 100% 100%

¢ Initial Investments at Closing: Funding of $2.15 million of equity into the SPV, subject
to completion of due diligence including full disclosure around site plans, regulatory status,
development plans, entitlements and final investment committee approval.

s GSC Preferred Equity: Senior to all other equity holders in rights to distributions from
sale or other liquidation but junior to any existing funded debt.

[ ]

* ROFR: Galway will have a ROFR to invest, directly and/or through 3+ party GSC
managed funds, up to the full amount of the non-tax equity needed to fully develop and
construct subsequent EquityPlus JV sponsored ProjectCo’s or affiliates seeking to purchase
land from the entities to engage in the further development on land currently controlled by
the entities including the construction as contemplated by the site plans presented to GSC.
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Funding Structure:
+ A-B Equity Structure with EquityPlus or other designated entity: The investment is
made into a jointly controlled ProjectCo with an A-B equity structure.
+ Bridge Equity Financing: Galway {with possible other co-investors, collectively
“Investors”) will provide 100% of the proposed bridge equity.
o Upon funding, ProjectCo will have sufficient liguidity to complete all budgeted
expenses necessary 1o bring the project to construction-ready status,
Key Terms:
e The LLC will be divided into two classes of membership interests, Class A membership
interests and Class B membership interests.
¢ Capital will be used to purchase 100% of Class A membership interests of ProjectCo.
EquityPlus JV will own 100% of Class B membership interests.
¢ Class B shall have customary protective rights including but not limited to limitations on
debt, change in business, amendment of LLC Agreement, liquidation of assets, and other
mutually agreed provisions without prior approval of Class B member.

Protective Rights

e  GSC will hold majority of the seats on the board of ProjectCo and will have approval
rights over all material ProjectCo decisions until the A shares are retired upon
achievement of the IRR and MOIC hurdles.

¢ The structure provides Class A member with controls of the Class B Member prior to the

retirement of the A shares.

s No transfer or pledging of the Class B Membership interests without Class A Member

consent.

¢ No transfer or pledging of the Robert Smalls Apartments LLC or its cash flows to any

other entity aside from outstanding debt obligations without Class A Member consent.

Cash Flow Available for Distribution (“CAD"):

¢ Cash Available for Distribution {(“CAD") shall be equal to ProjectCo income accruing to
the Robert Smalls Community LLC, following operational and debt-service expenses.
¢ ProjectCo will insure that:
o development entity will pay all approved expenses in accordance with individual
LLC asset budgets and ProjectCo related expenses and agreed upon cost
allocations.
o development entity will top up any necessary working capital / expense /
reserve accounts of individual LLC’s as agreed.

Waterfall:
e CAD from the operations of Robert Smalls Apartments:
o (i) first, 100% to the Class A Member until Class A member has received a 10%
current yield on its investment
o [{ii}) second, 100% into a reserve account until the retirement of the A shares.



¢ All Investor Transaction Costs, including third party diligence costs and legal fees
incurred by Investor, including, but not limited to, such costs and fees related to each
capital contribution by Investor, shall be paid by the Sponsor.
e Based on this Term Sheet and certain standard assumptions, Investor estimates that
such costs for legal fees and related diligence and documentation will not exceed $100,000
for the initial closing.
s $125,000 underwriting/placement fee to Sapphire Capital
e GSC will receive fees in accordance with the following schedule:
o an origination fee equal to 1% of the initial transaction value equity requirement
paid at initial closing.

Conditions Precedent for Closing:

o Successful completion of final confirmatory due diligence and documentation
o Review and confirmation of contracts and budgets
o Confirmatory due diligence of site plans and environmental characteristics
o Confirmatory due diligence around all assets under the control of the ProjectCo
o Confirmatory review of insurance, licenses and permits necessary and obtained
o Completion of final legal documentation
o Reporting requirements agreed to among the parties to include customary
written materials provided to the Board of Managers of the ProjectCo.

s Final Galway Investment Committee approval prior to May 15, 2023.

By signing below, you agree to work with Galway over the next 45 days to get the above-described
transaction approved, documented and closed as soon as possible.

Avram Fechter, EquityPlus, LLC

Thank you for the opportunity to support this important project.

Best Regards,

Bryan J. Mitchell
Managing Director
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DOOley & Vicars Daniel I. Dooley, C.P.A.

Certified Public Accountants, L.L.P. Michael H. Vicars, C.P.A.

INDEPENDENT AUDITOR'S REPORT

To the Members
of Commerce Village, L.L.C.

Opinion
We have audited the accompanying financial statements of Commerce Village, L.L.C. (the Company),

which comprise the balance sheet as of December 31, 2022, and the related statements of income,
members’ capital, and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 2022, and the results of its operations and its cash flows for
the year then ended in accordance with accounting principles generally accepted in the United States of
America,

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of the
Company and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying supplementary information shown on pages 15 to 21 is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America, In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

Responsibllities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Company's ability to continue
as a going concern within one year after the date that the financial statements are available to be issued.



INDEPENDENT AUDITOR'S REPORT
{CONTINUED)

Auditor’s Responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or efror, and to issue an auditor's report that
inciudes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but nat for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control. Accordingly, no such opinion is
expressed.

« Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of
the financial statements.

» Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Company's ability to continue as a geing concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Peoley sVr Cor?

Dooley & Vicars

Certified Public Accountants, L.L.P.
Richmond, Virginia
May 17, 2023



COMMERCE VILLAGE, L.L.C.

BALANCE SHEET
AS OF DECEMBER 31, 2022

ASSETS

Current Assets

Cash
Accounts Receivable - Tenant, Net Allowance of $411
Prepaid Insurance

Total Current Assets

Deposits and Funded Reserves

Tenant Security Deposits
Escrow Deposits
Reserve for Replacements
Operating Reserve
Total Deposits and Funded Reserves

Fixed Assels

Land

Land Improvements

Buildings

Furnishings

Accumulated Depreciation
Total Fixed Assets

TOTAL ASSETS

The accompanying noles are an integral part of these financial statements.

228,914
1,683
494

231,091

17,340
M
63,579
130,753

212,463

300,000
425,796
3,159,823
95,857
{822,414)

3,169,062

$

3,602,616




COMMERCE VILLAGE, L.L.C.
BALANCE SHEET
AS OF DECEMBER 31, 2022
(CONTINUED)

LIABILITIES AND MEMBERS' CAPITAL

Current Liabilities

Accounts Payable
Accounts Payable - Due to Affiliate
Accrued Expenses
Prepaid Rent
Total Current Liabilities

Other Liabilities

Tenant Security Deposit Liability
Total Other Liabilities

Long-Term Lizbilities

Developer Fee Payable

VH Mortgage Payable

Notes Payable

Long-Term Interest Payable

Less: Deferred Loan Cost, Net Accumulated Amortization of $11,618
Total Long-Term Liabilities

Total Liabilities

Members' Capital

Commerce Village Management, L.L.C.

VAHM, L.L.C.

Housing Equity Fund of Virginia XVIi, L.L.C.
Total Members' Capital

TOTAL LIABILITIES AND MEMBERS' CAPITAL

The accompanying notes are an integral part of these financial statements.

$

1,740
70,532
4,047
380

77,599

15,445

16,445

10,000
1,092,000
358,000
78,442
(9,673)

1,528,769

1,621,813

(59)
(7)
1,980,869

1,980,803

3,602,616




COMMERCE VILLAGE, L.L.C.
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2022

Revenues

Rental Income
Interest Income
Other Income

Expenses

Administrative

Management Fee

Utilities

Operating and Maintenance

Real Estate Taxes

Property and Liability Insurance
Miscellaneous Taxes and Insurance
Interest and Financial

Depreciation

NET INCOME (LOSS)

The accompanying notes are an integral part of these financial statements.

[53]

216,376
782
2,528

219,686

54,692
10,423
24,640
51,488
12
5,567
11,345
28,638
107,464

294,269

(74,583)




COMMERCE VILLAGE, L.L.C.
STATEMENT OF MEMBERS' CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2022

Commerce
Village Housing Equity
Management, Fund of Virginia
LL.C. VAHM, L.L.C. XVill, L.L.C. TOTAL
Percentage of Ownership 0.009% 0.001% 99.990% 100.000%
Balance at
Beginning of Year $ (52) % 6) $ 2055444 §$ 2,055,386
income (Loss) (7) (1 (74,575) (74,583)
BALANCE AT
END OF YEAR $ 59 % (7) _$ 1980869 $ 1,980,803

The accompanying notes are an integral part of these financial statements,



COMMERCE VILLAGE, L.L.C.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2022

Cash Flows from Operating Activities

Rental Receipts 3 214,762
Interest Receipts 782
Other Receipts 2,528
Total Income 218,072
Administrative Expenses 14,249
Management Fees 10,423
Utilities 24,640
Salaries and Wages 52,179
Operating and Maintenance 39,149
Real Estate Taxes 12
Property and Liability Insurance 5,448
Misc. Taxes, Licenses, and Permits 11,345
Tenant Security Deposits 4387
Interest on Mortgages and Notes 16,303
Total Expenses 174,233
Net Cash Provided By (Used In) Operating Activities 43,839
Net Increase/(Decrease) in Cash 43,839

Cash - Beginning of Year 397,538
CASH - END OF YEAR $ 441 377

The accompanying notes are an integral part of these financial statements.



COMMERCE VILLAGE, L.L.C.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2022
{(CONTINUED)

Reconciliation of Cash and Cash Equivalents

Cash

Tenant Security Deposits
Escrow Deposits
Replacement Reserves
Operating Reserves

Total Cash and Cash Equivalents

Reconciliation of Cash Provided By {(Used In) Operating Activities

Net Profit<Loss>

Add <Deduct> Adiustment to Reconcile Net <Loss> Income

to Net Cash Provided By (Used [n) Operating Activities

Depreciation

(Increase)/Decrease in Accounts Receivable - Tenants
(Increase)/Decrease in Prepaid Expenses
Increase/{Decrease) in Accounts Payable
Increase/(Decrease) in Accrued Expenses
Increase/(Decrease) in Prepaid and Deferred Revenues
Increase/(Decrease} in Security Deposit Liability
Non-Cash Interest Expense

Net Cash Provided By (Used In) Operating Activities

Supplemental Disclosure of Cash Flow Information

Non-Cash Items Disclosure

Loan Cost Amortization
Increase in Long-Term Interest Payable

Total Non-Cash Interest Expense

The accompanying notes are an integral part of these financial statements.

228,914
17,340
791
63,579
130,753

441 377

(74,583)

107,464

(1,073)
121
(1,209)
1,812
(541)
(487)
12,335

43,839

1,532
10,803

12,335




COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

Note 1: Nature of Business and Significant Accounting Policies

Nature of Business - Commerce Village, L.L.C. is a Virginia limited liability company formed in 2013
to construct and operate rental apartment units, for low-income individuals and families, in
Harrisonburg, Virginia. Predevelopment on the building commenced during 2014. As of December
31, 2022, the Company has three members -- Commerce Village, L.L.C., owns a .009% managing
member interest; the Housing Equity Fund of Virginia XV, L.L.C. owns a 99.990% investor
member interest; and the VAHM, L.L.C. owns a .001% special member interest. Profits, losses, tax
credits, and cash disbursements are allocated among the members based on their respective
ownership interests.

A summary of the Company's significant accounting policies follows:

Cash and Cash Egquivalents - For purposes of reporting, the Company includes all cash accounts
and all highly liquid debt instruments purchased with a maturity of three months or less as cash and
cash equivalents.

Real Estate Costs - Costs that clearly relate to the acquisition, development, and construction of
the apartments are capitalized. interest costs were capitalized while development and construction
were in progress.

Depreciation - The buildings are depreciated using the straight-line method over their estimated
useful life of 40 years. Land improvements are depreciated using the straight-line method over
their estimated useful life of 15 years. Depreciation of equipment, furniture, and fixtures is
computed using the straight-line method over the estimated useful life, generally & years.

Income Taxes - No provision or liability for income taxes has been recorded because the members
are taxed on their proportionate shares of the Company's income. Income for tax purposes will
differ from book income due to timing differences in depreciation and amortization expenses. The
Company has no material uncertain tax positions requiring disclosure. Fiscal years ending on or
after December 31, 2019, remain subject to examination by federal and state tax authorities.

Deferred Charges - Financing costs are amortized over the term of the mortgage loan using the
effective yield method.

Tenant Security Deposits - The Company collects security deposits from each tenant to provide for
costs incurred or unpaid rent when a tenant vacates the apartment. The cash collected is kept
separate from operating funds and interest is paid on the security deposits in accordance with the
lease agreement.
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022
(CONTINUED)

Note 1: Nature of Business and Significant Accounting Policies (Cont.)

Subsequent Events - Management has evaluated subsequent events through May 17, 2023, the
date on which the financial statements were available to be issued.

Advertising Costs - Advenrtising costs are charged to operations when incurred.

Accounts Receivable and Bad Debts - Tenant receivables are charged to bad debt when they are
determined to be uncollectible based on a periodic review of the accounts by management. U.S.
generally accepted accounting principles require that the allowance method be used to recognize

bad debts. Management's allowance is for delinquent accounts over 90 days old.

Impairment of Long-Term Assets - The Company reviews its investment in real estate for
impairment whenever events or changes in circumstances indicate that the carrying value of such
property may not be recoverable. Recoverability is measured by a comparison of the carrying
amount of the real estate to the future net undiscounted cash flow expected to be generated by the
rental property. There were no impairment losses recognized in 2022,

assumptions in preparing financial statements. Those estimates and assumptions affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Revenue Recognition - Revenue from residential leases is recorded when due, generally upon the
first day of each month. Leases are for periods of up to one year, with rental payments due
monthly. Other income includes fees for late payments, cleaning, damages, storage, parking,
laundry facilities and other charges and is recorded when earned. Prepayments of revenue are
deferred and classified as liabilities until earned.

Note 2: Mortgage Escrow Deposits

The Company has a reserve for taxes and insurance, held by Virginia Housing (VH). Activity for
the reserve account is as follows:

December 31, 2021 $ 1,363
Deposits 4,791
Payments (5,363)

December 31, 2022 3 791
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022
(CONTINUED)

Note 3: Reserve Funds - Reserve for Replacement

Under the mortgage agreement, the Company is required to set aside amounts for the replacement
of property and other project expenditures approved by VH. Activity for the reserve account is as
follows:

December 31, 2021 $ 53,810
Monthly Deposits 9,000
Interest Earned During the Year 769
December 31, 2022 $ 63,5679

Note 4: Operating Reserve

In accordance with provisions of the operating agreement, the Company has funded an operating
deficit reserve. The reserve shall be used to fund an operating deficit and other cash requirements
of the Company throughout the term of the partnership. Withdrawals from the reserve shall require
the prior approval of the investor members. Activity for the reserve account is as follows:

December 31, 2021 $ 130,740
Interest Earned During the Year 13
December 31, 2022 $ 130,753

Note 5: Fixed Assets

The Commerce Village Apartments consist of 30 rental units located in Harrisonburg, Virginia. The
fixed assets of the Company, as of December 31, 2022, are as follows:

Balance Balance
12/31/2021 Additions Retirements  12/31/2022
Land $ 300,000 $ - $ = $ 300,000
Land Improvements 425,796 - - 425,796
Building 3,159,823 - - 3,159,823
Furnishings 95,857 - - 95,857

TOTAL $ 3981476 § - $ - $ 3981476
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022
{CONTINUED)

Note 6. Fixed Assets (Cont.)

Changes in Accumulated Depreciation:

Net Book
Balance Current Value
12/31/2021 Provision  Deductions Balance 12/31/2022
Land $ - $ - $ - $ - $ 300,000
Land Improvements 170,317 28,387 - 198,704 227,092
Building 449,218 78,635 - 527,853 2,631,970
Furnishings 95,857 - - 95,857 .
TOTAL $ 715392 $ 107,022 $ - $ 822414 $ 3,159,062
Note 6: Notes and Mortgages Payable
At December 31, 2022, notes payable consist of the following:
HRHA- Note Payable #1 $ 300,000
HRHA- Note Payable #2 58,000
DHCD - Housing Trust Fund 750,000
DHCD-HOME 342,000
Less: Deferred Loan costs, Net Amortization (9,673)
$ 1,440,327

As of December 31, 2022, the Company has an outstanding note payable to the Harrisonburg
Redevelopment and Housing Authority in the amount of $300,000. The note bears interest at
2.74% per annum, compounding annually, and is payable from available net cash flow. Interest
accrued on the note, as of December 31, 2022, was $72,424. The outstanding principle and any
accrued interest shall be due and payable in full on December 9, 2044.

HRHA is also owed a note payable in the amount of $58,000 for the permanent financing of the
project. The note is secured by a deed of trust in the project and accrues interest at 1.50% per
annum. At December 31, 2022, the balance of accrued interest is $6,018. The note is administered
by Virginia Housing (VH) and the Department of Housing and Community Development (DHCD)
through the Permanent Supportive Housing grant program.

The DHCD Housing Trust Fund loan is secured by a deed of trust and has a stated interest rate of
1.50%. Interest only payments of $938 are due monthly and the mortgage is due and payabie in full
on March 1, 2036.

The DHCD HOME loan is secured by a deed of trust and has a stated interest rate of 1.50%.
Interest only payments of $428 are due monthly and the mortgage is due and payable in full on
March 1, 20386.
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022
(CONTINUED)

Note 7: Interest Cost

The total interest cost incurred during the year ended December 31, 2022, was $28,638. Of this
amount, $1,456 is attributable to loan cost amortization.

Note 8: Related Party Transactions

As of December 31, 2022, the Company owed HRHA, an saffiliate of the managing member,
$70,5632 for funds advanced during construction of the project. HRHA is the management agent of
the project and was paid a management fee of $10,423 during 2022. At December 31, 2022, HRHA
is also owed $4,947 for accrued payroll liabilities.

The Company also has notes payable to the Harrisonburg Redevelopment and Housing Authority
in the amount of $300,000 and $58,000, as discussed in Note 6. At December 31, 2022, accrued
interest payable on the notes totaled $78,442.

HRHA is also owed a development fee with an original amount of $424,000. The balance at
December 31, 2022, is $10,000. The fee accrues 0.0% interest and is payable from available cash
flow as defined in the operating agreement.

Housing Capital Corporation, an affiliate of the investor member, was paid $6,764 for accounting
fees during 2022.

Note 9: Risk and Uncertainties

Financial instruments which potentially subject the Company to concentration of credit risks consist
principally of temporary cash investments and restricted deposits and funded reserves held by the
mortgagee. The Company places its temporary cash investments with high-credit quality financial
institutions and, by policy, limits the amount of temporary cash investments held at any one
financial institution. Deposit accounts, at times, may exceed federally insured fimits. The Company
has not experienced any losses in such accounts, and believes it is not exposed to any significant
credit risk on cash and cash equivalents. Restricted deposits and funded reserves of $64,370 are
administered by the mortgagee.

Note 10: Current Vulnerability Due to Certain Concentrations

The Company's sole asset is the Commerce Village apartments. The Company's operations are
concentrated in the multifamily real estate market. In addition, the Company operates in a heavily
regulated environment. The operations of the Company are subject to the administrative directives,
rules and regulations of federal, state and local regulatory agencies. Such changes may occur with
little notice or inadequate funding to pay for the related cost, including the additional administrative
burden, to comply with a change.
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COMMERCE VILLAGE, L.L.C.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022
(CONTINUED)

Note 11: Contingencies and Commitments

The Company's low-income housing credits are contingent on its ability to maintain compliance with
applicable sections of Section 42. Failure to maintain compliance with occupant eligibility, and/or
unit gross rent, or to correct noncompliance within a specified time period could result in recapture
of previously taken tax credits plus interest. In addition, such potential noncompliance may require
an adjustment to the contributed capital by the Investor Members.

Prior to the financial statement date, the World Health Organization declared the outbreak of
COVID-19, a novel strain of Coronavirus, a pandemic. The coronavirus outbreak is disrupting
supply chains and affecting operations across a range of industries. The extent of the impact of the
outbreak on the Company's operational and financial performance will depend on certain
developments including the duration and spread of the outbreak, impact on investors, and
governmental, regulatory and private sector responses. The financial statements do not reflect any
adjustments as a result of the subsequent increase in economic uncertainty.
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] VIRGINIA HOUSING
Housing BALANCE SHEET

Development Name: COMMERCE VILLAGE, L.L.C.

VHDA/DHCD #: 30-069544 and 70-0169543
As of: DECEMBER 31, 2022

ASSETS
CURRENT ASSETS

Cash on Hand
Cash in Bank
Cash - Investments
Cash - Mortgagor Entity
Accounts Receivable - Tenant
Accounts Receivable - Net HAP
Accounts Receivable - Other
Prepaid Expenses
Property Insurance $
Mortgage Insurance $ -
Taxes $
Miscellaneous (Atiach detail) $ - $  231,091.00

228,914.00

1,6683.00

winln|nln|ale

DEPOSITS HELD IN TRUST - FUNDED

Tenant Security Deposits
Other Deposits

17,340.00
- $ 17,340.00

| R

RESTRICTED DEPOSITS & FUNDED RESERVES

Mortgage Escrow Deposits (Attach detail)
Replacement Reserve

Miscellaneous Reserve
Operating/Residual Receipts Reserve
Development-Held Reserve

791.00
63,579.00

130,763.00
B $ 195123.00

FYY PPy PPN PPN PPN

|0 RS

FIXED ASSETS

MNet Book Value
Land
Land Improvements
Buildings
Equipment
Furniture and Fixtures
Other

300,000.00
227,092.00
2,631,870.00

- $ 3,158,062.00

©h PR en|Ea e

OTHER ASSETS

(Attach detall) $ s 3 -

TOTAL ASSETS $ 3,602,616.00

See notes to financial statements.



LIABILITY & OWNER EQUITY

LIABILITIES

CURRENT LIABILITIES

Accounts Payable - 30 Days

1,740.00

oo

enlen

Accounts Payable - Over 30 Days

Accrued Mortgage Interest Payable - Virginia Housing

JR R

Accrued Mortgage Interest Payable - Other

Fry
o

Accrued Interest Payable - Other

&N
o

Accrued Expenses Not Escrowed

4,947.00

Net HAP Payable

|

Notes Payable - Short Term

Rent Deferred Credits

380.00

Virginia Housing Mortgage Payable

MNon-Virginia Housing Mortgage Payable

walentenlen
oA ORGA

Miscellaneous Current Llabilitios (Attach detail)

70,532.00

77.599.00

DEPOSIT & PREPAYMENT LIABILITIES

Tenant Security Deposits

Fry
<

15,445.00

Other Deposits

€A|en

Interest Deferred Credit

15,445.00

LONG TERM LIABILITIES

Virginia Housing Mortgage Payable 1,

082,327.00

Non-Virginia Housing Mortgage Payable

€ |erfen

Notes Payable (Attach detail)

436,442 .00

1,518,769.00

OTHER LIABILITIES

{Attach detail) $

10,000.00

10,000.00

TOTAL LIABILITIES

OWNER EQUITY

TOTAL OWNER EQUITY/PARTNERS CAPITAL (DEFICIT)

TOTAL LIABILITIES & OWNER EQUITY

Sae notes to financial statements

1,621,813.00

1,980,803.00

3,602,616.00
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VIRGINIA HOUSING

Housing STATEMENT OF PROFIT AND LOSS
Month/Period
Beginning: JANUARY 1, 2022 Ending: DECEMBER 31, 2022

Development Name: COMMERCE VILLAGE, L.L.C.

VHDA/DHCD #: 30-069544 and 70-0169543
Part| Description of Account Acct. No. Amount
artments 5120 %  104,823.00 |
Tenant Assistance Payments L 5124 |5 11145300
Rental Furniture and Equipment 5130 ] - K
Income Stores and Commercial K 5140 5 -
5100 Garage and Parking Spaces 5170 ] -
Flexible Subsidy Income 5180 ] -
Miscellaneous income (aftach detail) 5190 ] g
Totai Rantal Income Potantial at 100% Occupancy
Apartments 5220 $ -
Furniture and Equipment 5230 .
Vacancies Stores and Commercial 5240 ] -
5200 Garage and Parking Spaces 5270 -
Concessions 5280 3 -
Miscellaneous (aitach delail) 5290 ] - ;
Total Vacancies i E - $ -
Net Rental Income - Rental Income Less Vacancies $ 216,376.00
Elderly and Congregate Services Income -- 5300
Total Service Income {attach detail} 5300 $ = F] 2
interest Income--Development Operations 5410 3 g
Financial Income from Investments--Residual Receipts 5430 ] - ; 3
Income ncome from Invesimenls--Reserve for Replacements 5440 |3 769.00 | ;
5400 Income from Investments--Miscellaneous 5490 S 13.00 2
Total Financial Income 3 782.00
Laundry and Vending 5910 [ $ S i
NSF and Late Charges 5920 | % 14.00 |
Other Damages and Cleaning Fees 5930 3 541.00 || e
Income Forfeited Tenant Security Deposils 5940 | & - I Wil
5900 Other Income {aitach detail) 5990 $ 1,873.00 | AN
Total Qther Income $  2,528.00
Total Income $ 219,686.00
Advertising 6210 | § 5.00 e TR LR
Other Adminisirative Expenses 6250 $ 182500
Office Salaries 6310 $ 23.010.00 e
Office Supplies 6311 |$ 311400 |
Office or Model Apartment Rent 6312 1§ -
Administrative |Management Fee 6320 | § 10.423.00 | &
Expenses Manager's or Superiniendent's Salaries 6330 $ 16,226.00 |
6200/6300 Manager's or Superinlendent's Rent Free Unit 6331 $ - ;
Legal Expenses |Development) 6340 $ -
Auditing Expenses {Development) 6350 $ =
Bookkeeping Fees/Accounting Services 6351 ¥ 6,764.00
Telephone and Answering Service 6360
Bad Debts 6370
Miscellaneous Administrative Expenses (attach detail} 6390 S
Total Administrative Expenses
Fuel Qill/Coal 6420 $ L | -
Utilities Eleclricily (Light and Miscellanecus Power) 6450 $ 17,926.00 |
Expense Water 6451 |8 444500
6400 Gas 6452 $ 2,269.00
Sewer 6453 | & e T
Total Utilities Expense 3 24,640.00

See noles to linancial slatements.



Janitor and Cleaning Payroll 6510 3 -
Janitor and Cleaning Supplies 6515 $ 1,385.00 ] .
Janitor and Cleaning Contract 6517 $ 2.525.00 | f
Exterminating Payrol/Contract 6519 $ 674.00 |« BT S
Exterminating Supplies 6520 1% £
Operating and  [Garbage and Trash Removal 6525 | § 1286300 |
Maintenance Security Payroll/Contract 6530 |1 2,507.00 |[*° T
Expenses Grounds PayroH 6535 [ - . - g
6500 Grounds Supplies 6536 ] $50.00
Grounds Contract 6537 $ = = T
Repalrs Payroll 6540 |3 12,943.00 |
[Repairs Materials 6541 |S 5.418.00 e i
Repalrs Contract 6542 3 4,755.00 | U
Elevator Maintenance/Conlract 6545 | 3% - | {t
Heafing/Cooling Repairs and Maintenance 6546 $ 5,743.00 i
Swimming Poo! Maintenance/Contract 6547 $ - |
Snow Removal 6548 § 2.025.00 : .
Decoraling Payroll/Conlracl 6560 |5 . ARl
Decoraling Supplies 6561 3 -
Vehicle and Mainienance Equipment Operation and Repairs 6570 $ -
Miscellaneous Operating and Maintenance Expenses 6590 3 -
Total Qperating and Maintenance Expenses $51,488.00
Real Estate Taxes 6710 $ 12.00 T
Payroll Taxes {Development's Share) 6711 $ E
Misceflanecus Taxes, Licenses and Permits 6719 $ 53.00 -
Taxes Property and Liability Insurance (Hazard) 6720 $ 5,567.00
and Fidelity Bond Insurance 6721 | % - 3
Insurance Workmen's Compensation 6722 $ 732.00 J
6700 Health Insurance and Other Employee Benefils 6723 3 10,560.00
Other Ensurance (attach detail) 6729 $ - f i
Total Taxes and Insurance 3 16.924.00
Interest on Bonds Payable 6810 | § .
Interest on Morigages Payable - Virginia Housing 6820 5 17,759.00
Interest on Morlgages Payable - Other 6825 3 -
Financial Inlerest on Noles Payable {Short -Term) 6830 $ E
Expenses Inlerest on Notes Payable {Long -Term) 6840 ] 10,879.00 |
6800 Morigage Insurance Premium/Service Charges 6850 $ -
Miscellaneous Financial Expenses 6890 3 - :
Total Financial Expenses $ 28,638.00
Services Total Services Expenses (attach detail) 6300 3 -
Expenses Total Cost of Operations Before Depreciaticn 3 186.805.00
6900 Profit {Loss) Before Depreciation 3 32,881.00
Depreclation Depreciation (Total)---6600 6600 $ 107.464.00 | $  107.464.00
8600 Operating Profit or {Loss) 3 (74,583 00)
Officer Salaries 7110 - i
Corporate or Legal Expenses {Entity) 7120
Mortgagor Taxes (Federal - State - Entity) 7130-32
Entity Other Expenses {Entity) 7190
Expenses Total Corporate Expenses 3 E
7100 Net Profit or {L 0s8) $ {74,583.00)
Miscellaneous or Other Income and Expense Sub-account Groups. If Miscellaneous or Other Income andfor Expense Sub-accounts
(5190, 5290, 5490, 5990, 6390, 6590, 6729, 6890 and 7190} exceed lhe Accounl Groupings by 10% or more, aitach detail describing
or explaining the Miscellaneous Income or Expense,
Part Il
1a. Total principal payments required under the Virginia Housing mortgage(s), even if payments under a § o
Workout Agreement are less or more than those required under the mortgage(s).
1b. Total principal payments required under non-Virginia Housing mortgage(s), even if payments under a b -
Workout Agreemenl are less or more than those required under the morigage(s).
2. Replacement, Miscelizneous and Operating Reserve deposits required by the Regulatory Agreement 3 9,000.00
or Amendments lhereto, even if payments may be temporarily suspended or waived
3. Replacement, Miscellaneous or Operaling Reserve releases included as expense items on this 3 &
Stlatement of Profit and Loss,
4. Development Improvement Reserve Releases under the Flexible Subsidy Program that are included as $ &
expense items on this Statement of Profit and Loss.

See notes 10 financial stalemenls
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Housing VIRGINIA HOUSING

Development Name: COMMERCE VILLAGE, L.L.C.

VHDA/DHCD Number(s): 30-069544 and 70-0169543

Accounts Payable Other than Trade Creditors

Due Mortgagor/Grantee
Payable Within 30 Days * $0.00
Payable in More Than 30 Days $0.00
Balance $0.00
* Of this amount, $ is past due.
Due Management Agent
Payable Within 30 Days * $75,479.00
Payable in More Than 30 Days $0.00
Balance $75,479.00
* Of this amount, $ is past due.
Due Others
Payable Within 30 Days * $0.00
Payable in More Than 30 Days $0.00
Balance .$0.00
* Of this amount, $ is past due.
Accounts Payable Trade Creditors
Payable Within 30 Days * $1,740.00
Payable in More Than 30 Days $0.00
Balance $1,740.00

* Of this amount, $ is past due.

See notes to financial statements.
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°U9'n8 VIRGINIA HOUSING
COMPUTATION OF SURPLUS CASH / RESIDUAL RECEIPTS AND
DISTRIBUTIONS

Development Name: COMMERCE VILLAGE, L.L.C.

VHDA/DHCD Number(s): 30-069544 and 70-0169543

Cash

Operating Account - Cash in Bank $228,914.00

Operating Account - investments $0.00

Operating Account - Cash On Hand $0.00

Security Deposit Account $17.,340.00

Net HAP Receivable $0.00

Other {Attach detail ) $0.00
TOTAL CASH

$246,254.00

Current Obligations

Mortgage Interest Payabie First of Next Month $0.00

Accounts Payable (Due Within 30 Days) $1,740.00

Accrued Expenses Not Escrowed $4,947.00

Tenant Security Deposits $15,445.00

Net HAP Payable $0.00

Prepaid Rent $380.00

Other {Attach delail) $70,532.00
TOTAL CURRENT OBLIGATIONS $93,044.00

Surplus Cash $153,210.00

Distribution / Residual Receipts {Limited Distribution Developments Only}

Beginning Balance: Accrued Distributions From Prior Year(s) Unpaid $0.00
Distribution Earned During Audit Year $0.00
Distribution Paid During Audit Year Against Audit Year $0.00
Distribution Paid During Audit Year Against Prior Year{s) $0.00

Ending Balance: Distributions Unpaid From Audit Year and Prior $0.00
Year(s) at Audit Year End

Allowable Distribution to be Paid From Audit Year $153,210.00

Allowable Distribution to be Paid From Prior Year(s) $0.00

Total Aliowable Distributions to be Paid as of Audit Year End $153,210.00

Residual Receipts to be Deposited into Operating Reserve Account $0.00

See notes to financial statements.



Supplement to
Virginia Housing

Financial Statements

Month/Period

Beginning: JANUARY 1, 2022

Development Name: Commerce Village, L.L.C.
VH/DHCD

Number(s): 30-069544 and 70-0169543

Ending: DECEMBER 31, 2022

Balance Sheet
Morigage Escrow Deposits
Real Estate Tax Escrow
Insurance Escrow

Total Mortgage Escrow Deposits

Miscellaneous Current Liabilities
Due to Affiliates

Total Misc. Current Liabilities

Notes Payable
HRHA- Note Payable #1
HRHA- Note Payable #2
Long-Term Interest Payable

Other Liabilities
Developer Fee

Total Other Liabilities
Statement of Profit and Loss

5490 Income From Investments - Misc.
Interest Revenue- Operating Reserve

Total Income From Investments - Misc.

5990 Other Income
Other Income

Total Other Income
Statement of Surplus Cash

Other Current Obligations
Due to Affiliates

Total Other Current Obligations

See notes to financial statements.

3.00
788.00

791.00

70,632.00

70,532.00

300,000.00
58,000.00
78,442.00

436,442.00

10,000.00

10,000.00

13.00

13.00

1,973.00

1,973.00

70,532.00

70,532.00
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= VRSA

Virginia Risk Sharing Association

For July 1, 2023 - July 1, 2024

Harrisonburg Redevelopment & Housing
Authority

Coverages, terms and conditions are summarized in this proposal. For complete terms and conditions,
please refer to the policy document or contact your member service representative,

www.vrsa.us 800-963-6800
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Members’ Superwsory Board

VRSA is a member-owned and governed self-insurance risk pool through which a group of local political
subdivisions - members - contribute 10 a shared fund that in turn pays claims and provides risk management
services to the participating members. The VRSA Members' Supervisory Board (MSB) is comprised of elected or
appointed offictals from member jurisdictions, as well as the executive director of the Virginia Municipal League.

Josh Farrar Rodney Hathaway Bill Ashton

Manager Administrator Manager
Town of Ashland New Kent County Town of Herndon
Chair Vice-Chair

John Budesky Dr. Walter R. Clemons Michelle Gowdy
Administrator Superintendent Executive Director
Hanover County Gloucester County Public Schools Virginia Municipal League

Amanda C. Jarratt Michael McEvoy Gregory Thomasson
Manager Executive Director Executive Director
City of Franklin Western Virginia Water Authority Harrisonburg-Rockingham

Regional Sewer Authority
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The VRSA Difference

We are the first and most financially sound group self-insurance pool in the Commonwealth. Qur member
relationship is distinct from that of a brokerage, agency, or even other pools to their customers or clients, as we
exist solely to serve our members.

Your Current

How does your provider stack up? VRSA Provider

Financial strength and transparency: VRSA is the first and most financially
sound group self-insurance pool in the Commonwealth, Our financial strength
allows us to provide stable rates and dependable coverages. We are member
owned and governed with no outside interests. See our Annual Comprehensive
Financial Report {ACFR) and Target Equity Study on our website at: www.vrsa.us

Service: 100 percent of staff time and effort is singularly devoted to providing
outstanding service to VRSA members. Each member is assigned a service team
of VRSA employees for direct contact and communication to gain familiarity.

Public officials' liability: Our coverage is tailored to broadly cover management
liability, professional liability, and employment practices liability with our
members' and their governing bodies’ interest in mind. Coverage is available

without a mandatory deductible or a primary aggregate.

Risk Management Grants: Provides funds to members to help reduce claims.
A portion of funds are reserved for executive leadership to invest and promote
good governance.

Cyber: VRSA has provided cyber protections since 2012. Each incident is
handled by a cyber defense attorney to help ensure our commitment to service
is met. Resources available to members include sample incident response
plans, in-person and online training, and recommended prevention measures.

WC Plus: Injured empioyees may face expenses not covered under workers’
compensation. This provides coverage for additional incurred expenses, as well
as the costs of bloodborne pathogen testing.

Risk Services: Risk services supports a diverse set of entity types, with
services designed to meet our members' needs. Services including site
inspections, OSHA training, program and policy review, and sample policies
and procedures. The VRSA Online University provides free, unlimited courses,
including cybersecurity, public safety, human resources, and OSHA training.

VRSA Consulting: Provides consulting, in-person training, and virtual
engagements in the areas of human resources, public safety, local government,
and communications.

Risk Management Assessment Credit: VRSA provides a 5 percent credit for
members meeting 100 percent of the risk management assessment. This
credit supports our members’ risk management efforts and promotes sound
risk management practices.

NNSNSNNAN S
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Virginia Risk Sharing Association

Financial Strength Equals Stable Rates and
Dependable Coverages

The Virginia Risk Sharing Association (VRSA) is here to protect our members and
their employees so they can effectively serve their communities. Our financial
strength eases our members’ worries with stable rates and dependable
coverages in the best interest of our members and their governing bodies.

Members’ equity provides protection against:

* Adverse claims development;

* Continued liberalization Premium to Equity
of the Virginia Workers’ 150
Compensation Commission =
and Courts;

» Continued expansion of

106.2

Workers' Compensation 60 628
presumptions and LODA 444 245 I 433 (44 429 441 1452 [4g2 e
beneﬁts; © 088 059 055 044 043 04 041 044 036 035 034

® Relnsurance market ° W1041 2014142 204213 201314 201415 201518 201617 201718 201849 201920 20204 m;-:gsg
. . ——~Net Premium  ===Surplus Premium to Surplus Ratio
instability;

* Investment losses; and
* Catastrophic ctaims such as hurricanes, tornados, or a reinsurer failure.

Members equity also provides:
¢ Investment income to offset a substational portion of operational costs;

* The ability to add and expand coverages at little additional cost to members;
and

» The ability for the pool to take on additional risk.

Target Equity Study
The VRSA Members’ Supervisory Board completes this study annually to
consider the appropriate level of risk tolerance and the corresponding range
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of members’ equity to hold. There are two main parameters in determining
adequate funding levels:

1. Board’s risk appetite/tolerance - The board’s desired level of protection
helps define its target funding strategy.

2. Risk profile of the program - Utilization of an economic capital modeling
approach that reflects the pool’s own risk profile and includes:

also known as pricing risk, represents risk that the actual outcome
for the next year will deviate from the budgeted amount. Typicai
sources of this are volatility in the frequency or severity of
claims and unexpected levels of catastrophic claims.

Underwriting Risk

measures the potential for actual claims settlement costs

deviating unfavorably from current booked reserves.
Combined with underwriting risk, this represents
more than 90 percent of the total funding need.

Reserving Risk

refiects the risk that the value of investment and

credit assets may deteriorate due to changes in

macroeconomic financial conditions or a decline
in the financial strength of debtors.

Asset and Credit Risk

. . captures potential for fund deterioration
Operational Risk arising from off-balance sheet or unplanned items.

Result - As a result, the board adopted a members’ equity policy that
establishes a current target equity range of 1 x 1-in-200 year event and 2 x
1-in-200-year event. This translates to a current range of $67M - $134M with
current members’ equity at approximately $91.8M.

Maintaining surplus adequacy to handle a 1-in-200 year event is fast
becoming a global standard for insurance companies.
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Injured employees may face expenses not covered under the Virginia Workers'
Compensation Act (VWCA). The new Workers’ Compensation Plus (WC Plus), available
through VRSA, provides coverage for additional incurred expenses, as well as the costs of
bloodborne pathogen testing.

WC Plus offers reimbursement for:

» Costs associated with the adaptation/purchase of appliances/home modifications prescribed for injured
workers over the amount provided by the VWCA,

» Counseling services to immediate family members or co-workers affected by a tragic work-retated incident,
such as a death or catastrophic injury.

*  Expenses incurred by a primary caregiver during an employee’s inpatient stay.

* Personal belongings damaged as a result of a compensable claim, such as eyeglasses, jewelry, clothing,
etc.

* Expenses for testing for non-compensable bloodborne pathogen exposures.

Harrisonburg Redevelopment & Housing Authority
Workers' Compensation Plus Coverage

Workers’ Compensation Plus is proposed for Harriscnburg
Redevelopment & Housing Authority under the following
terms based on your existing workers' compensation
coverage. Higher limits are available. Please contact us if
you have any questions or would like to review alternate

options.
Each occurrence limit: $5,000
Aggregate limit: $10,000

Premium: $1,500
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Harrisonburg Redevelopment & Housing Authority
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Contribution Summary

Coverage Deductible Contribution
Automobile Liability $0 $2,109
Automobile Physical Damage PER SCHEDULE $1,104
General Liability 30 $4,175
Public Officials/School Board Legal Liability $0 $8,634
Security/Risk Management $0 Included
Law Enforcement Liability $0 N/A
No Fault Property Damage $0 N/A
Cyber Liability $1,000 $1,331
Excess Liability $0 $3,117
Property $5,000 $33,346
Pollution $250,000 Included
Miscellaneous Items $0 N/A
Boiler & Machinery/Equipment Breakdown $1,000 $2,138
Fidelity/Crime $1,000 $959
Line of Duty Act Coverage $0 N/A
Workers' Compensation Coverage $0 $20,296
Workers' Compensation Plus Coverage $0 N/A
Scheduled credit/debit: (included in above premiums, if applicable}
Annual Contribution: $77,209

Risk Management Grants available to members for up to $5,000 to address risk management needs.
Quarterly installments available for all lines of coverage.

The “Cover Page to Member Agreement” and “Coverage Checklist” must be signed and returned to VRSA in order to bind
coverage. We request that these documents be returned as soon as practicable or by June 1.
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Harrisonburg Redevelopment & Housing Authority

Automobile Coverage

Automobile Liability protects members from third party claims arising from the use of owned vehicles
driven by member authorized drivers,

Combined single limit for bodily injury & property damage:  $1,000,000

Medical expense limit: $10,000
Deductible: $0
Uninsured/underinsured motorists limits: $30,000 bodily injury each

person/$60,000 bodily injury each
accident/$20,000 property damage
each accident

Automobile Physical Damage protects members from loss to owned or leased vehicles. Physical
damage coverage includes both collision, which covers the vehicle if it collides with another object or
overturns, and comprehensive, which covers the vehicle for other losses, such as fire, theft or
vandalism. Coverage is at actual cash value or replacement cost, depending on the age and the
value.

Comprehensive Deductible:  $100
Collision Deductible: $500

Garage and GarageKeepers Liability, Hired and Nonowned Liability, and Rental Reimbursement
coverages included.

Newly acquired vehicles are covered automatically at no additional charge. Replacement cost
threshold has changed to $100,000. Additional replacement cost options and excess limits are
available.
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Liabitity Coverage

General Liability protects members from claims arising from negligent operations that result in bodily
injury or property damage to third parties.

Public Officials Liability protects members from suits arising from alleged wrongful acts. Includes
coverage for errors in judgment, covered contracts and employment practices.

Law Enforcement Liability protects members from suits arising from alleged wrongful acts as related
to law enforcement operations. Use of excessive force and other civil rights violations are common
examples.

Coverage includes defense costs as well as damages. Defense costs are outside of the limits.

Each occurrence limit: $1,000,000
Medical expense limit: $

Damages to premises rented to you: $100,000
Defense of certain excluded occurrences: $100,000
Land Use Limit: $100,000
Deductible: $0

VRSA's Liability coverage does not include a primary aggregate or mandatory deductible. We tailor our
coverages with our members’ interest in mind and feel these terms may not be in the best interest of
our members or their governing body.

VRSA provides Land Use and Injunctive Relief* coverage to protect members from claims or suits
arising out of a variety of issues including, but not limited to, land use, inverse condemnation and
injunctive relief actions.

VRSA also provides Security/Risk Management coverage including on-site crisis and grief counseling
for students and employees who have experienced a personal crisis. The coverage will also cover the
expense of a media specialist to help handle the external communications following a crisis.

Deductibles are available. Please contact us if you have any questions or would like to review
options.

*White Land Use, Incidental Medical Malpractice and Infunctive Relief coverage may be offered by other pools, you should
be aware that VRSA's coverage has no additional deductible or requirement to pay a pro-rata portion for each claim.
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Excess Liability Coverage

Following form over primary coverage(s) listed below:
Automobile Liability

Local Government Liability
Employers' Liability

Current limit: $4,000,000

Excess options are available upon request. Please contact us if you have any questions or would like
to review options.
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Environmental Impairment Liability Coverage

Environmental Impairment Liability protects environmental liabilities, including fixed-site pollution for
owned locations and off-site covered operations. Provides coverage for transportation, bodily
injury/property damage, pollution clean-up and more. Covers new pollution conditions only.

Per pollution condition (claim): $1,000,000
Per named insured aggregate limit: $1,000,000
Aggregate limit for all members: $2,000,000
Combined deductible: $250,000

Excludes landfills, airports and underground storage tanks. Coverages for these excluded exposures
may be placed outside of this policy.

The coverage is provided at no charge to members that purchase property and local government
liability coverage.
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Cyber Liability Coverage

Cyber Liability provides protection for first and third party losses.

VRSA was the first group self-insurance pool in the Commonwealth to provide cyber protections,
starting in 2012, and we are the first to utilize a cyber defense attorney to manage each incident and
ensure our commitment to service is met.

Members have access to robust training, services, and resources to help reduce the likelihood
and/or impact of a cybersecurity event. This includes free and unlimited cybersecurity courses
through our Online University as well as access to YourCISO. YourCISO is a free cybersecurity
application that includes a security health check and sample incident response plans.

Cyber Liability limit: $250,000 *Limits change - options available
Per named insured aggregate limit: $250,000

Data Breach Fund and Crisis Management limit: $250,000

Business Interruption/Extra Expense limit: $250,000

Fraudulent Instruction/Funds Transfer limit: $50,000

Extortion/Ransomware limit: $50,000

Aggregate limit for all members combined: $1,000,000

Deductible: $1,000

Cyber options are available. Please contact us to discuss.

1% Party Cyber Coverages

Data Breach Fund - covers expenses for forensics, notification costs, credit monitoring services, and
public relations services.

Social Engineering - sublimited coverage for telecommunications fraud, cyber extortion and
fraudulent instruction.

3" Party Cyber Coverages

Privacy Liability - covers loss arising out of the failure to protect sensitive personal or corporate
information in any format.

Network Liability — covers liability of the organization arising out of the failure of network security,
including unautherized access or use of corporate systems, denial of service attacks, and
transmission of malicious code.

Internet Media Liability - covers infringement of copyrights/trademarks, invasion of privacy, libel,
slander, plagiarism, or negligence arising out of content on the organization’s website.
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Property Coverage

Property protects property such as buildings, contents and equipment from losses caused by fire,
wind, and other perils except those specifically excluded. Coverage is on a blanket basis, allowing
coverage up to the full limit of the policy.

Total building values: $52,406,513

Total contents values: $677,828

Total property in the open: $136,150

Total combined value: $53,220,492

Property deductible: $5,000

Wind tier deductible: $5,000

Property Subcoverage Deductible Limit

Flood (Zones B, C & X only) $25,000 $1,000,000
Extra Expense $5,000 $5,000,000
Business Interruption - Property $5,000 $100,000
Debris Removal $5,000 $500,000

Limited coverage for vacant buildings. To ensure proper coverage on vacant buildings, please
contact your member service representative.

Property appraisals performed by a licensed, certified company with no affiliation to VRSA.
Appraisals include property in the open, including property more than 1,000 feet from other
structures. It includes values for items such as fencing, lighting and ballfields. These are completed
at no charge to the member.



=l

VRSA

Virginia Risk Sharing Association

Coverage included at no additionat charge:

Extra Expense, $1,000,000 Limit

Personal Property of Others, automatically covered inthe definition of Covered Property
Business Interruption, $100,000 Limit

Water damage, including backup of sewers and drains, covered up to blanket limit

Debris Removal, $500,000Limit

Property in Transit, $5,000,000

Electronic Data Processing Equipment owned and used by member is included in blanket
limit

Collapse included

Flood {Zones B, C & X): up to $100,000,000 Pool Shared Limit, $25,000 deductible applies
Earthquake: upto $100,000,000 Pool Shared Limit, $25,000 deductible applies
Unscheduled Property: $1,000,000 limit for real and personal property combined
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Boiler & Machinery/Equipment Breakdown Coverage

Boiler & Machinery provides protection for losses arising out of the operation of boilers, pressure
vessels, mechanical equipment or electrical equipment. Covers loss to boiler and machinery itself,
damage to other property, and business interruption. The limit of boiler coverage is typically the
same as your highest valued building.

Property Damage Limit: $20,000,000 Per Occurrence
Property Damage Deductible: $1,000 on all objects

Coverage is on a replacement cost basis and includes:

Service Interruption $1,000,000
Newly Acquired Locations $1,000,000
Demolition and ICC $1,000,000
Perishable Goods/Spoilage Damage $250,000
Expediting Expenses $100,000
Computer Coverage $100,000
CFC $100,000
Consequential & Ammonia $100,000
Hazardous Substances $100,000

Water Damage $100,000
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Fidelity/Crime Coverage

Fidelity/Crime provides protection from loss of money and other negotiable securities due to acts
such as theft or embezzlement by employees and volunteers.

Crime Form Deductible Limit

Form O - Employee Theft/Public Employees Dishonesty $1,000 $250,000
Form B - Forgery or Alteration $1,000 $250,000
Form C - Theft, disappearance, and destruction $1,000 $250,000
Form R - Money Orders & Counterfeit Money $1,000 $250,000
Form F - Computer and Funds Transfer Fraud $1,000 $250,000

Coverage forms include employee theft, faithful performance, employee dishonesty, money orders
and counterfeit paper and loss inside.

Crime options available. If you have guestions or would like to review options, please contact your
member service representative.
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Workers' Compensation Coverage

Workers' Compensation protects employees and their dependents in the case of work-related injuries or
diseases. Benefits for lost wages, related medical expenses and certain scheduled benefits for specific
losses as set forth in the Virginia Workers’ Compensation Act.

Employers’ Liability:

Bodily Injury By Accident: $1,000,000 each accident

Bodily Injury By Disease: $1,000,000 each employee

Bodily Injury By Disease: $1,000,000 policy limit

Classification Code Payroll Rate* Premium
Housing Authority 2033 $1,587,488 1.65 $26,194

Manual Premium $26,194
Experience Modification .86
Modified Premium $22,526
Premium Discount $2,230
Deductible $0
Deductible Type N/A
Scheduled Credit/Debit $
Total Est. Annual Premium $20,296

VRSA provides workers' compensation coverage in accordance with and limited to the Virginia Workers'
Compensation Act and Employers Liability.

*Rates have been filed with the State Corporation Commission and are subject to approval.



Virginia Risk Sharing Association
2023 - 2024 Cover Page to Member Agreement

MEMBER NAME: Harrisonburg Redevelopment & Housing Authority MEMBER #: 0779

|. Coverages and Limits of Liability

Local Government Liability

Each Qccurrence Limit $1,000,000
Damages to Premises Rented to You $100,000
Medical Expense Limit $0
Deductible $0
Cyber Liability
Each Occurrence Limit $250,000
Deductible $1,000
Automobile Liability
Combined Single Limit $1.,000,000
Deductible $0
Automobile Medical Payments $10,000

Uninsured Motorists $30,000 bodily injury each person/$60,000 bodily

injury each accident/$20,000 property damage each

accident
Automobile Physical Damage
Deductible/Comprehensive Per Schedule
Deductible/Collision Per Schedule
Excess Liability Coverage $4,000,000

Property Coverage Subject to the Coverage Forms

Boiler and Machinery Coverage Subject to the Coverage Forms
Fidelity/Crime/Surety Coverage Subject to the Coverage Forms

Workers' Compensation Statutory

For the period of July 1, 2023 to July 1, 2024 Local Government Liability and Automobile Liability is reinsured for amounts
exceeding $1,000,000 per occurrence on each line of coverage. On-premises automobile physical damage coverage is reinsured
excess of $1,000,000.

For the period of July 1, 2023 to July 1, 2024 Property Coverage reinsurance is purchased excess of a $1,000,000 retention
on a per occurrence basis. The windstorm occurrence retention is $1,000,000. Boiler and Machinery Coverage is reinsured
with a $100,000 retention except for objects over 25,000 hp, up to a $350,000 retention.

For the pericd of July 1, 2023 to July 1, 2024 Fidelity, Crime and Surety coverage is fully retained by Virginia Risk Sharing
Association.

For the period of July 1, 2023 to July 1, 2024 Workers' Compensation and Employers Liability Coverage statutory reinsurance is
purchased excess of a $1,750,000 retention on a per occurrence basis.

For the period of July 1, 2023 to July 1, 2024 Line of Duty Act Liability Coverage the Poo! will retain 100% of the exposure.

Il Contribution



See Contribution Summary Page. Due 7/1/2023. See Declaration Pages attached to Coverage Forms for contributions by
individual coverage lines. The contribution was determined based on actuarially approved rates. In the event of a deficit in the
Pool's fund, additional assessments may be imposed by the Members' Supervisory Board.

.  Servicing Company
Virginia Risk Sharing Association

Iv.  Liability of Members

A local government group self-insurance pool is not protected by the Virginia Insurance Guaranty Association against default
due to insolvency. In the event of insolvency, members and persons filing claims against members may be unable to collect

any amount owed to them by the pool, regardless of the terms of the member agreement. In the event the pool is in a deficit
position, a member may be liable for any and all unpaid claims against such member.

With regards to Workers' Compensation liability, each member agrees to assume and discharge, jointly and severally, any
liability under the Virginia Workers' Compensation Act of any and all employers party to such agreement and which provides
that, in addition to the rights of the pool, in the event of failure of the pool to enforce such rights after reasonable notice to the
pool, the Commission shall have the right independently to enforce on behalf of the pool the joint and several liability of its
members under the Virginia Workers' Compensation Act and the liability of members for any unpaid contributions or
assessments.

V. Rejection of Higher Uninsured Motorist Limits

The member has read the member agreement and this renewal cover page, which is expressly made part of the member
agreement. The member has also read the business automobile policy and the business automobile coverage / renewal
declarations. The member acknowledges that the Board of Virginia Risk Sharing Association has not, by resclution, offered to
provide uninsured motorist coverage to its members. The member understands that it is possible to purchase such coverage
from other commercial carriers, with coverage limits equal to the policy's liability coverage limits, unless such coverage is
rejected by the member.,

The member understands that if its liability coverage limit exceeds the minimum limit set by Virginia law, the member may
reject uninsured motorist coverage limits equal to the policy's liability coverage limit, and may select lower limits of such
coverage, provided that the member may not select uninsured motorist coverage in an amount less than the minimum
liability coverage limit required by Virginia law.

The member hereby rejects uninsured motorist coverage and underinsured motorist coverage in the amount equal to the
member's liability coverage limit stated in this renewal cover page, in the business automobile policy, and in the business
automobile coverage / renewal declarations. The member hereby selects the lower limit of uninsured motorist and underinsured
motorist coverage stated in this renewal cover page, in the business automobile poficy, and in the business automobile coverage
J/ renewal declarations.

~ (Signature of Authorized Member Representative) (Date)
Harrisonburg Redevelopment & Housing Authority
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AGENDA
Regular Meeting
June 21, 2023

I Call to order and determination of quorum

i Review and Approval of Minutes
- May 17", 2023

li. Financial Reports
- May 2023

Reports

A. Executive Director

1.

RN

Introduction New Commissioners, Discussion on Establishing Board
Officers

Board of Commissioner Training-NAHRO

Bluestone Town Center-Operating Agreement Revision

Approval of Commerce Village 2022 Audit

2023-2024 Insurance Premiums

B. Any New Business/ Old Business

1. Strategic Initiatives Updates

¢ Homeownership and Neighborhood Revitalization
o Bluestone Town Center
o Lineweaver Annex Renovation
o Commerce Village Il

¢ Addressing Homelessness and Affordable Housing

¢ Improving Organizational Efficiency and Effectiveness
o MTW-Implementation Schedule Update

C. Management Reports

1. HRHA Owned Propenrties Utilization
2. Financial Monthly Report & Quarterly Investment Update

v, Public Comment



Harrisonburg Redevelopment & Housing Authority Report

Financial Report as of May 31, 2023

LOCAL COMMUNITY DEVELOPMENT

Cash First Bank & Trust-Operating Funds
Total
AR Due from:
JR Polly Lineweaver Apartments
Housing Choice Voucher Program
Commerce Village, LLC
Frankiin Heights, LLC-Operating Expenses
Frankiin Heights, LLLC-Debt Servicing
HOUSING CHOICE VOUCHER PROGRAM
Cash Truist/SunTrust-Checking Account
United Bank-FSS Escrow for participants
Total
J.R. POLLY LINEWEAVER APARTMENTS
Cash United Bank-Checking Account
Total
ALL PROGRAMS-FH, LW, JRL
Cash United Bank-Security Deposit Account
COMPONENT UNITS
Franklin Heights, LLC
Cash: United Bank-Checking Account
Commerce Village, LLC
Cash First Bank & Trust
Virginia Housing-Replacement Reserve Account
Truist/BB&T-Operating Reseve Account

Grand Total

$235,883.68
$58,485.78
$13,392 31
$101,802.41
$0.00
$409,564.18

$669,805.92

$669,805.92

$854 986 87
$58,200.56
$913,187.43

$3,064 69

$3,064.69

$209,245.31

$519,151.81

$254,263.69
$68,747.39
$130,758.56

$2,768,224.80



Harrisonburg Redevelopment & Housing Authority Report
YTD Financial Report as of May 31, 2023

LOCAL COMMUNITY DEVELOPMENT
Cash: First Bank & Trust

HOUSING CHOICE VOUCHER PROGRAM

Cash: Truist-Checking
United Bank-FSS Escrow

J.R. POLLY LINEWEAVER APARTMENTS
Cash: United Bank-Checking
ALL PROGRAMS-FH, LW, JRL, CVO
Cash- United Bank-Security Dep.
COMPONENT UNITS

Franklin Heights, LLC
Cash: United Bank-Checking

Commerce Village LLC

Cash First Bank & Trust
VA Housing-Repl Reserve
Truist-Operating Reserve

Total

Cash Balance
as of 1/31

$670,807.01

$627,435.08
$83,896.63

$32,858.00

$199,747.75

$296,870.40

$246,596 05
$64,582.43
$130,754 27

$2,353,547.62

Cash Balance
as of 2/28

$883,126.06

$840,058.63
$83,966.17

$20,457 45

$201,928.64

$246,749.61

$241,969.79
$65,608.01
$130.755 27

$2,714,619.63

Cash Balance
as of 3/31

$692.315.59

$879,234.35
$84,299.41

$9,656.69

$205,346.37

$397,853.79

$247,152 81
$66,626.07
$130,756.38

$2,713,241.46

Cash Balance
as of 4/30

$687.782.37

$887,203.30
$68,768.36

$11,484 69

$208,995.56

$458,437.12

$251,371.03
$67.687.26
$130,757 45

$2,772,487.14

Cash Balance
as of 5/31

$669,805.92

$854,986.87
$58.200.56

$3.064.69

$209,245.31

$519.151.81

$254 263 69
$68.747.39
$130,758.56

$2,768,224.80



