ITEM 1

REPORT TO THE HOUSING AUTHORITY OF
THE CITY OF SAN DIEGO
DATE ISSUED: March 28, 2018

REPORT NO: HAR18-010

ATTENTION:

Chair and Members of the Housing Authority of the City of San Diego
For the Agenda of April 24, 2018

SUBJECT:

Preliminary Bond Authorization for President John Adams Manor Apartments

COUNCIL DISTRICT: 4
REQUESTED ACTION
Take the initial steps to issue Housing Authority of the City of San Diego tax-exempt Multifamily
Housing Revenue bonds, to facilitate the acquisition and rehabilitation of President John Adams Manor
Apartments, a 300-unit existing development, located at 5471 Bayview Heights Place, San Diego 92105,
which will include 297 units that will remain affordable for 55 years.
STAFF RECOMMENDATION
That the Housing Authority of the City of San Diego (Housing Authority) take the following actions, as
described in this report.
1) Approve the following steps to issue Housing Authority tax-exempt Multifamily Housing Revenue
Bonds for President John Adams Manor Apartments (PJAM), a 300-unit existing development, located
at 5471 Bayview Heights Place, San Diego 92105, that will include 297 units that will remain
affordable for 55 years:
a. Issue a bond inducement resolution (Declaration of Official Intent) for up to $32,000,000 in
Multifamily Housing Revenue Bonds for the development of PJAM by a California limited
partnership to-be-formed by Metropolitan Area Advisory Committee on Anti-Poverty (MAAC);
b. Authorize an application (and subsequent applications, if necessary) to the California Debt Limit
Allocation Committee (CDLAC) for an allocation of authority to issue tax-exempt private activity
bonds in an amount up to $32,000,000 for PJAM;
c. Approve the financing team of Quint & Thimmig as Bond Counsel and Ross Financial as Financial
Advisor; and
2) Authorize the San Diego Housing Commission (Housing Commission) President & Chief Executive
Officer (President & CEO), or designee, to execute any and all documents that are necessary to
effectuate the transaction and implement these approvals in a form approved by General Counsel and
Bond Counsel, and to take such actions as are necessary, convenient, and/or appropriate to implement
these approvals upon advice of General Counsel and/or the Bond Counsel.
SUMMARY
A Development Summary is included as Attachment 1.
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Table 1 – Development Details
Address
5471 Bayview Heights Place, San Diego 92105
Council District
Community Plan Area
Development Type
Construction Type
Buildings
Parking Type
Housing Type
Lot Size
Units
Density
Affordable Unit Mix

Gross Building Area
Net Rentable Area

4
Eastern Area Community
Acquisition with rehabilitation
Type-V
39 two-story buildings, wood frame with stucco
exterior and flat roofs
300 parking spaces
Multifamily
16.07 acres (700,009 square feet)
300
18.67 dwelling units per acre
44 one-bedroom units, 208 two-bedroom units, 45
three-bedroom units, and 3 three-bedroom managers’
units
279,624 square feet
260,700 square feet

The Development
Built in 1977, PJAM is an existing 300-unit apartment complex located at 5471 Bayview Heights Place in
San Diego’s Oak Park neighborhood (Attachment 2 – Site Map). In 1999, President John Adams Manor
Apartments L.P. (a MAAC affiliate) financed acquisition and rehabilitation with a Housing Authority taxexempt Multifamily Housing Revenue Bond issue of $9,180,000, along with California Tax Credit Allocation
Committee (TCAC) equity. The project is subject to the previous TCAC Regulatory Agreement. Bonds from
the previous bond issuance have been paid off.
The complex is composed of 38 two-story residential buildings and a two-story management office with a
community room. Site amenities include a playground, a barbecue area and laundry facilities. MAAC plans
to remove an existing basketball court and in its place, construct a site community center. Bus service is
available nearby at the northeast corner and southeast corner of the development. Nearby uses include:
single-family housing to the north and east, commercial uses to the west, and the Martin Luther King Jr.
Freeway to the south.
Building Conditions/Proposed Rehabilitation Work
MAAC intends to complete a comprehensive renovation to PJAM. The current estimate of rehabilitation
cost (including contingency) is $13,868,250 ($46,228/unit). The preliminary scope of work includes: new
flooring, new kitchens, Energy Star appliances, new bathrooms, new windows, exterior aesthetic
improvements, new HVAC, new roofs, provision of 15 units compliant with the Americans with Disabilities
Act, and construction of a new community building. MAAC intends to enter into a construction contract with
Sun Country Builders with the contractor’s solicitation of at least three bids from subcontractors to ensure
competitive pricing.
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Sustainability Features
PJAM will comply with the TCAC minimum energy efficiency standards for rehabilitation projects, which
require demonstrating at least 10 percent post-rehabilitation improvement in energy efficiency over existing
conditions.
Prevailing Wages
Prevailing wages are not applicable to the proposed rehabilitation because no Federal nor State funds will
be used. Prevailing wage requirements do not apply to the HUD 223(f) mortgage insurance program.
Accessibility
TCAC requires wheelchair accessibility in 10 percent of the units (the developer will propose a TCAC waiver
to 5 percent) and 4 percent of the units accessible to residents with visual and/or hearing impairment. The
development will include Universal Design features.
Relocation
The developers do not anticipate permanent relocation of tenants. Rehabilitation will include temporary
relocation to on-site hospitality units. The pro forma budgets $1,080,000 ($3,600/unit) for relocation. It is
estimated that tenants will be temporarily relocated to on-site units for approximately a 5 to 10 days period.
Appraisal and Sale Price
A January 8, 2018 appraisal, completed by Novogradic & Company LLP provided an “as-is” market value at
$33,100,000. The property is currently owned by “MAAC President John Adams Manor LLC”, a California
Limited Partnership (MJAM). The current owner, MJAM, is proposing to sell the property to the new to-beformed single-asset limited partnership.
Development Team
The developers are the nonprofit MAAC and the nonprofit Kingdom Development Inc. MAAC offers a
variety of services for low-income persons, including operating comprehensive housing communities that
offer supportive services. As one the region’s largest nonprofit social services providers, MAAC’s various
programs assist approximately more than 35,000 people each year. Founded in 1965, MAAC has
developed nearly 1,000 units of affordable housing in San Diego County. An organization chart is at
Attachment 3. The statements for public disclosure are included at Attachment 4. Kingdom Development
Inc. (Kingdom) is a 501(c) (3) nonprofit. It is acting as MAAC’s financial consultant and will be a
member of MAAC Bayview Heights LLC, the proposed new Managing General Partner. Founded in
2015, Kingdom’s founder has assisted property owners to develop 29 affordable housing communities.
MAAC will be the property manager.
Table 2 - Development Team Summary
ROLE
FIRM/CONTRACT
Developer
MAAC Inc.
Limited Partnership
To be formed
Architect
Foundation for Form
General Contractor
Sun Country Builders
Property Management
MAAC
Bond Issuance Underwriter
RBC Capital Markets
Tax Credit Investor
To be selected
Construction Lender
To be selected
Permanent Lender
Red Capital Group
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Financing Structure
PJAM has an estimated total development cost of $61,720,041 ($205,733/unit). Financing will include a
combination of tax-exempt Multifamily Housing Revenue Bonds, federal four percent tax credits, seller
carry back loan, seller replacement reserves, operating income, and deferred developer fee. The U.S.
Department of Housing and Urban Development’s (HUD) 223(f) program is proposed to provide FHA
mortgage insurance for the tax-exempt bond proceeds. There will be no Housing Commission cash/loan
proceeds provided to this development. MAAC will provide $6,500,000 of its equity toward the
construction financing. The developer’s project pro forma is provided as Attachment 5.
Table 3 – PJAM Estimated Sources and Uses of Financing
Permanent Financing Sources

Amounts

Permanent Financing Uses

Permanent Loan
Seller Carry Back Loan
Seller Credit

$24,577,047 Acquisition Costs
14,000,000 Construction Costs
1,500,000
Soft Costs

Seller Replacement Reserves
Operating Income
Deferred Developer Fee
4 Percent Tax Credit Equity
Total Development Cost

750,000
2,079,885
2,792,906
16,020,203
$61,720,041

Financing Costs
Developer Fee
Reserves
Total Development Cost

Amounts

Per Unit

$33,850,000
13,868,250
2,944,999

$112,833
46,228
9,817

3,456,240
6,739,554
860,998

11,521
22,465
2,870

$61,720,041

$205,733

Development Cost Key Performance Indicators
Housing Commission staff has identified development cost performance indicators, which were used to
evaluate the proposed development. The key performance indicators listed in Table 4 are commonly used
by real estate industry professionals and affordable housing developers.
Table 4 – Key Performance Indicators
Development Cost Per Unit
Acquisition Cost Per Unit
Gross Building Square Foot Hard Cost
Net Rentable Square Foot Hard Cost

$61,720,041 ÷ 300 units =
$33,850,000 ÷ 300 units =
$13,868,250 ÷ 279,624 sq. ft. =
$13,868,250 ÷ 260,700 sq. ft. =

$205,733
$112,833
$49.60
$53.20

Project Comparison Chart
There are multiple factors and variables that influence the cost of developing multifamily affordable
housing, including but not limited to project location, site conditions, site improvements needed,
environmental factors, land use approval process, community involvement, construction type, design
requirements/constraints, economies of scale, City impact fees, developer experience and capacity, and
amenities necessary to gain tax credit approval. Table 5 shows a comparison of the subject property and
other developments of the same construction type.
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Table 5 – Comparable Rehabilitation Projects with Tax-Exempt Bonds
Project Name

Year

Construction
Type

Subject-PJAM

2018

V

Units

300

Total
Development
Cost
$61,720,041
$48,166,994

Cost Per
Unit

SDHC
Subsidy Per
Unit *

$205,733

$0

Rehab Cost

$13,868,250

Rehab
Cost Per
Unit
$46,228

Mountain View
2017
V
145
$332,186
$91,358 $13,286,361
$91,630
Coronado
$81,886
2017
V
312 $125,721,978 $402,952
$0 $25,548,297
Terrace
Vista Terrace
$76,832
2016
V
262 $114,207,265 $435,906
$0 $20,130,000
Hills
Bella Vista
2016
V
170
$46,003,150 $270,607
$0
$8,770,116
$51,589
Vista La Rosa
2016
V
240
$78,954,250 $328,976
$0 $11,384,928
$47,437
*The Housing Commission “subsidy per unit” amount is the extended loan; it does not include the project’s bonds amount.

Proposed Housing Bonds
The Housing Commission utilizes the Housing Authority’s tax-exempt borrowing status to pass on lower
interest rate financing (and make federal four percent tax credits available) to developers of affordable
rental housing. The Housing Authority’s ability to issue bonds is limited under the U.S. Internal Revenue
Code. To issue bonds for a development, the Housing Authority must first submit an application to the
California Debt Limit Allocation Committee (CDLAC) for a bond allocation. Prior to submitting
applications to CDLAC, developments are brought before the Housing Commission, Housing Authority,
and City Council. Housing Authority bond inducement resolutions must be obtained prior to application
submittal, and City Council Tax Equity and Fiscal Responsibility Act (TEFRA) resolutions must be
secured no later than 30 days after application submittal.
The developer plans to submit a bond allocation application to CDLAC on May 18, 2018, for a July 18,
2018, bond allocation meeting; however, if necessary, staff will submit additional applications to CDLAC
to secure a bond allocation for the development. A general description of the Multifamily Housing Revenue
Bond Program and the actions that must be taken by the Housing Authority and by the City Council to initiate
and finalize proposed financings are described in Attachment 6.
The developer will be seeking a CDLAC bond allocation of approximately $32,000,000. The developer
proposes to issue the bonds through a tax-exempt public offering bond issuance. The bonds will meet all
requirements of the Housing Commission’s Multifamily Housing Revenue Bond Program policy and will
fully comply with the City of San Diego’s (City) ordinance on bond disclosure. The up to $32,000,000
bond allocation that will be sought from CDLAC is approximately 16 percent higher than the estimated
$27,000,000 amount for which the development is being underwritten. This increased amount represents a
bond contingency to account for possible increases in the bond amount due to increases in construction
costs, and/or decreases in the assumed interest rate, and/or the loss of other planned funding sources. The
bond amount that is ultimately issued will be based upon development costs, revenues, and interest rates
prevailing at the time of bond issuance.
The developer proposes that the bonds will be used for acquisition, rehabilitation, and permanent
financing. Housing Commission staff will later return to both the Housing Commission and Housing
Authority for approval of the final bond amount.
Staff recommends assigning Quint & Thimmig LLP as Bond Counsel and Ross Financial as Financial
Advisor to work on the development. The proposed financing team members have been selected in
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accordance with the existing policy for the issuance of bonds. Financial Advisors and Bond Counsels are
selected in accordance with the Housing Commission’s Bond Policy.
AFFORDABLE HOUSING IMPACT
Under the proposed bond financing, PJAM would restrict 30 of the units to households with incomes at or
below 50 percent of San Diego AMI, and 267 of the units to household with incomes at or below 60
percent of AMI. The remaining 3 units will be unrestricted managers’ units. The original 1999 TCAC
Regulatory Agreement restricts affordability on 285 units. This current proposal will make 297 units
affordable/restricted for a 55-year term. There are currently 53 tenant based voucher holders living at the
property (including tenants with Enhanced Vouchers, Veterans Affairs Supportive Housing [VASH], NonElderly with Disabilities [NED], and Moving-to-Work Section 8). Table 6 summarizes the affordability:
Table 6 – PJAM Affordability & Monthly Estimated Rent Table
Unit Type
1-bedroom
2-bedroom
3-bedroom
1-bedroom
2-bedroom
3-bedroom
3-bedroom Managers

Restrictions
Tax-Credit
Tax-Credit
Tax-Credit
Tax Credit
Tax-Credit
Tax-Credit
Unrestricted

AMI
50% AMI
50% AMI
50% AMI
60% AMI
60% AMI
60% AMI
-

Total Units

Units
5
21
4
39
187
41
3

TCAC
Gross Rents
$853
$1,023
$1,181
$1,023
$1,228
$1,418
-

300

Development Schedule
The estimated development timeline is as follows.
•
•
•
•
•
•
•
•

Milestones
Housing Authority Meeting Preliminary Bond Approval
TCAC and CDLAC application submittals
TCAC and CDLAC allocation meetings
Housing Commission final bond authorization
Housing Authority final bond authorization
Estimated bond issuance and escrow closing
Estimated start of construction work
Estimated completion of construction work

Estimated Dates
• April 24, 2018
• May 18, 2018
• July 18, 2018
• July 27, 2018
• July 31, 2018
• September 15, 2018
• October 2018
• October 2019

FISCAL CONSIDERATIONS
The proposed funding sources and uses approved by this action are included in the Housing Authorityapproved Fiscal Year (FY) 2018 Housing Commission Budget. Approving this action will not change the
FY 2018 total budget.
Funding sources approved by this action will be as follows:
Bond Issuance Fees - $80,000 ($32,000,000 X .0025)
Funding uses approved by this action will be as follows:
Rental Housing Finance Program Administration Costs - $80,000
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Approval of the bond inducement and TEFRA resolutions does not commit the Housing Authority to issue
the bonds. The bonds would not constitute a debt of the City. If bonds are ultimately issued for the
development, the bonds will not financially obligate the City, the Housing Authority or the Housing
Commission because security for the repayment of the bonds will be limited to specific private revenue
sources of the development. Neither the faith and credit nor the taxing power of the City or the Housing
Authority would be pledged to the payment of the bonds. The developer is responsible for the payment of all
costs under the financing, including the Housing Commission annual administrative fee, as well as Housing
Commission Bond Council and Financial Advisor fees.
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS
As required by the Housing Commission Bonds Program, the developer will present their proposal for
PJAM to the Eastern Area Communities Planning Committee prior to the Housing Commission’s later
consideration of the final bond issuance approval.
KEY STAKEHOLDERS and PROJECTED IMPACTS
Stakeholders include: the residents of PJAM, MAAC, the City of San Diego, and the Oak Park
neighborhood. Development of the property is expected to have a positive impact on the community
because it will improve and preserve existing affordable housing for low-income tenants.
ENVIRONMENTAL REVIEW
This project’s proposed rehabilitation is categorically exempt from the requirements of the California
Environmental Quality Act (CEQA) pursuant to Section 15301 of the State CEQA Guidelines because the
Project is an existing facility and the proposed actions do not involve expansion of the existing use.
Processing under the National Environmental Policy Act is not required as no Federal funds are involved
in this action.
Respectfully submitted,

Approved by,

J.P. Correia

Deborah N. Ruane

J.P. Correia
Sr. Real Estate Project Manager
Real Estate Division

Deborah N. Ruane
Executive Vice President & Chief Strategy Officer
San Diego Housing Commission

Attachments: 1) Development Summary
2) Site Map
3) Organization Chart
4) Developer Disclosure Statements
(Statements’ attachments are on file at the Housing Commission’s office)
a. MAAC
b. Kingdom Development Inc.
5) Developer’s Project Pro forma
6) Multifamily Housing Revenue Bond Program
Hard copies are available for review during business hours at the security information desk in the main
lobby of the San Diego Housing Commission offices at 1122 Broadway, San Diego, CA 92101 and at the
Office of the San Diego City Clerk, 202 C Street, San Diego, CA 92101. You may also review complete
docket materials in the “Public Meetings” section of the San Diego Housing Commission website at
www.sdhc.org.

(HA-2018-33)
HOUSING AUTHORITY OF
THE CITY OF SAN DIEGO
RESOLUTION NUMBER HA-_________________
DATE OF FINAL PASSAGE _________________
A RESOLUTION OF THE HOUSING AUTHORITY OF THE
CITY OF SAN DIEGO SETTING FORTH ITS OFFICIAL
INTENT TO ISSUE MULTIFAMILY HOUSING REVENUE
BONDS TO FINANCE PRESIDENT JOHN ADAMS MANOR
APARTMENTS AND AUTHORIZING RELATED ACTIONS.

WHEREAS, pursuant to Chapter 1 of Part 2 of Division 24 of the Health and Safety
Code of the State of California, as amended (Act), the Housing Authority of the City of
San Diego (Authority) is authorized to issue revenue bonds for the purpose of financing the
acquisition, construction and rehabilitation of multifamily affordable rental housing and for the
provision of capital improvements in connection with and determined necessary to the
multifamily affordable rental housing; and
WHEREAS, Metropolitan Area Advisory Committee on Anti-Poverty of San Diego
County, Inc. (MAAC) has requested that the Authority issue and sell multifamily housing
revenue bonds (Bonds) pursuant to the Act for the purpose of making a loan to a California
limited partnership (Borrower) to be established by MAAC, to be used by the Borrower to
finance the acquisition and rehabilitation of a multifamily affordable housing development
known as President John Adams Manor, located at 5471 Bayview Heights Place, in San Diego,
California, as more fully identified in Exhibit A hereto (Project); and
WHEREAS, as a part of financing the Project, the Authority desires to reimburse the
Borrower, but only from Bond proceeds, for expenditures (Reimbursement Expenditures) made
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in connection with the Project within the period from the date sixty (60) days prior to the date of
adoption of this Resolution to the date of issuance of the Bonds; and
WHEREAS, sections 1.103-8(a)(5) and 1.150-2 of the United States Treasury
Regulations require the Authority to declare its reasonable official intent to reimburse prior
expenditures for the Project with proceeds of a subsequent tax-exempt borrowing; and
WHEREAS, the Authority wishes to declare its intention to authorize the issuance of the
Bonds for the purpose of financing costs of the Project (including reimbursement of the
Reimbursement Expenditures, when so requested by the Borrower upon such terms and
conditions as may then be agreed upon by the Authority, the Borrower and the purchaser of the
Bonds) in an aggregate principal amount not to exceed $32,000,000, as set forth in Exhibit A;
and
WHEREAS, section 146 of the Internal Revenue Code of 1986 limits the amount of
multifamily housing mortgage revenue bonds that may be issued in any calendar year by entities
within a state and authorizes the governor or the legislature of a state to provide the method of
allocation within the state; and
WHEREAS, Chapter 11.8 of Division 1 of Title 2 of the California Government Code
governs the allocation of the state ceiling among governmental units in the State of California
having the authority to issue private activity bonds; and
WHEREAS, section 8869.85 of the California Government Code requires a local agency
desiring an allocation of the state ceiling to file an application with the California Debt Limit
Allocation Committee (CDLAC) for such allocation, and CDLAC has certain policies that are to
be satisfied in connection with any such allocation; NOW, THEREFORE,
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BE IT RESOLVED, by the Board of Commissioners of the Housing Authority of the
City of San Diego, as follows:
Section 1.
(a)

Findings and Determinations.

The above recitals, and each of them, are true and correct. The Authority hereby

determines that it is necessary and desirable to provide financing to the Borrower for the Project
(including reimbursement of the Reimbursement Expenditures) by the issuance and sale of the
Bonds pursuant to the Act in an aggregate principal amount not to exceed $32,000,000, as set
forth in Exhibit A, subject to authorization of the issuance of the Bonds by resolution of the
Authority at a meeting to be held for such purpose. The expected date of issue of the Bonds is
within eighteen (18) months of the later of the date the first Reimbursement Expenditure was
made and the first date the Project is placed in service and, in no event, later than three (3) years
after the date of the first Reimbursement Expenditure.
(b)

Proceeds of the Bonds to be used to reimburse for Project costs are not expected

to be used directly or indirectly to pay debt service with respect to any obligation or to be held as
a reasonably required reserve or replacement fund with respect to an obligation of the Authority
or any entity related in any manner to the Authority, or to reimburse any expenditure that was
originally paid with the proceeds of any obligation, or to replace funds that are or will be used in
such manner.
(c)

As of the date hereof, the Authority has a reasonable expectation that the Bonds

will be issued to reimburse Project costs. This Resolution is consistent with the budgetary and
financial circumstances of the Authority, as of the date hereof. The Bonds will be repaid solely
from proceeds of the Bonds and amounts paid by the Borrower. No other moneys are, or are
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reasonably expected to be, reserved, allocated on a long-term basis, or otherwise set aside by the
Authority (or any related party) pursuant to its budget or financial policies to repay the Bonds.
Section 2.

Declaration of Official Intent. This Resolution is being adopted by the

Authority in part for the purpose of establishing compliance with the requirements of sections
1.103-8(a)(5) and 1.150-2 of the Treasury Regulations. In such regard, the Authority hereby
declares its official intent to use proceeds of the Bonds to reimburse the Reimbursement
Expenditures. This action is taken expressly for the purpose of inducing the Borrower to
undertake the Project, and nothing contained herein shall be construed to signify that the Project
complies with the planning, zoning, subdivision and building laws and ordinances applicable
thereto or to suggest that the Authority, the City of San Diego (City) or any officer or agent of
the City will grant any such approval, consent or permit that may be required in connection with
the acquisition and rehabilitation of the Project, or that either the Authority or the City will make
any expenditure, incur any indebtedness, or proceed with the financing of the Project.
Section 3.

Applications to CDLAC. The officers and/or the program managers of the

Authority are hereby authorized and directed to apply to CDLAC for an allocation from the state
ceiling of private activity bonds to be issued by the Authority for the Project in an amount not to
exceed $32,000,000 and to take any and all other actions as may be necessary or appropriate in
connection with such application, including but not limited to the payment of fees, the posting of
deposits and the provision of certificates, additional applications to CDLAC (if necessary), and
any such actions heretofore taken by such officers and program managers are hereby ratified,
approved and confirmed.
Section 4.

Effective Date. This Resolution shall take effect immediately upon its

adoption.
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Section 5.

Approval of Bond Counsel and Financial Advisor. The financing team of

Quint & Thimmig LLP as bond counsel and Ross Financial as financial advisor, is approved for
the Project.
Section 6.

Authority of President & Chief Executive Officer of Housing

Commission. The President & Chief Executive Officer of the Housing Commission, or
designee, is hereby authorized to execute all necessary documents, in a form approved by its
General Counsel and/or Bond Counsel, and to perform such acts as are necessary to implement
the approvals provided for in this Resolution.
APPROVED: MARA W. ELLIOTT, General Counsel

By
Bret A. Bartolotta
Deputy General Counsel

BAB:jdf
3/28/18
Or.Dept: Housing Authority
Doc. No. 1676257
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EXHIBIT A
DESCRIPTION OF PROJECT

Name: President John Adams Manor
Location: 5471 Bayview Heights Place, San Diego, California
Number of Units: 300
Approximate Bond Amount:

$32,000,000

EXHIBIT A

ATTACHMENT 1 – DEVELOPMENT SUMMARY
Table 1 – Development Details
Address
5471 Bayview Heights Place, San Diego 92105
Council District
Community Plan Area
Development Type
Construction Type
Buildings
Parking Type
Housing Type
Lot Size
Units
Density
Affordable Unit Mix
Gross Building Area
Net Rentable Area

4
Eastern Area Community
Acquisition with rehabilitation
Type-V
39 two-story buildings, wood frame with stucco exterior
and flat roofs
300 parking spaces
Multifamily
16.07 acres (700,009 square feet)
300
18.67 dwelling units per acre
44 one-bedroom units, 208 two-bedroom units, 45 threebedroom units, and 3 three-bedroom managers’ units
279,624 square feet
260,700 square feet

Table 2 - Development Team Summary
ROLE
FIRM/CONTRACT
Developer
MAAC Inc.
Limited Partnership
To be formed
Architect
Foundation for Form
General Contractor
Sun Country Builders
Property Management
MAAC
Bond Issuance Underwriter
RBC Capital Markets
Tax Credit Investor
To be selected
Construction Lender
To be selected
Permanent Lender
Red Capital Group
Table 3 – PJAM Estimated Sources and Uses of Financing
Permanent Financing Sources

Permanent Loan (multifamily
mortgage revenue bonds)

Seller Carry Back Loan
Seller Credit (for short term
necessary rehab work)
Seller Replacement Reserves
Operating Income
Deferred Developer Fee
4 Percent Tax Credit Equity
Total Development Cost

Amounts

Permanent Financing Uses

$24,577,047 Acquisition Costs
Construction Costs $10,789,474
Contingency
+ 1,260,750
14,000,000
$13,868,250
1,500,000
750,000
2,079,885
2,792,906
16,020,203
$61,720,041

Soft Costs
Financing Costs
Developer Fee
Reserves
Total Development Cost
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Amounts

Per Unit

$33,850,000

$112,833

13,868,250

46,228

2,944,999
3,456,240

9,817
11,521

6,739,554
860,998
$61,720,041

22,465
2,870
$205,733

Table 4 – Key Performance Indicators
Development Cost Per Unit
Acquisition Cost Per Unit
Gross Building Square Foot Hard Cost
Net Rentable Square Foot Hard Cost

$61,720,041 ÷ 300 units =
$33,850,000 ÷ 300 units =
$13,868,250 ÷ 279,624 sq. ft. =
$13,868,250 ÷ 260,700 sq. ft. =

$205,733
$112,833
$49.60
$53.20

Table 5 – Comparable Rehabilitation Projects with Tax-Exempt Bonds
Project Name

Year

Construction
Type

Units

Total
Development
Cost

Cost Per
Unit

SDHC
Subsidy Per
Unit *

Rehab Cost

Subject-PJAM
2018
V
300
$61,720,041 $205,733
$0 $13,868,250
Mountain View
2017
V
145
$48,166,994 $332,186
$91,358 $13,286,361
Coronado
2017
V
312 $125,721,978 $402,952
$0 $25,548,297
Terrace
Vista Terrace
2016
V
262 $114,207,265 $435,906
$0 $20,130,000
Hills
Bella Vista
2016
V
170
$46,003,150 $270,607
$0
$8,770,116
Vista La Rosa
2016
V
240
$78,954,250 $328,976
$0 $11,384,928
*The Housing Commission “subsidy per unit” amount is the extended loan; it does not include the project’s bonds
amount.

Rehab
Cost Per
Unit
$46,228
$91,630
$81,886
$76,832
$51,589
$47,437

Table 6 – PJAM Affordability & Monthly Estimated Rent Table
Unit Type
1-bedroom
2-bedroom
3-bedroom
1-bedroom
2-bedroom
3-bedroom
3-bedroom Managers

Restrictions
Tax-Credit
Tax-Credit
Tax-Credit
Tax Credit
Tax-Credit
Tax-Credit
Unrestricted

AMI
50% AMI
50% AMI
50% AMI
60% AMI
60% AMI
60% AMI
-

Total Units

Units
5
21
4
39
187
41
3

TCAC
Gross Rents
$853
$1,023
$1,181
$1,023
$1,228
$1,418
-

300

John Adams Manor Attach 1 040618
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ATTACHMENT 6
HOUSING COMMISSION MULTIFAMILY
HOUSING REVENUE BOND PROGRAM
SUMMARY

General Description: The multifamily housing bond program provides below-market
financing (based on bond interest being exempt from income tax) for developers willing
to set aside a percentage of project units as affordable housing. Multifamily housing
revenue bonds are also known as "private activity bonds" because the projects are owned
by private entities, often including nonprofit sponsors and for-profit investors.
Bond Issuer: Housing Authority of the City of San Diego. There is no direct legal liability
to the City, the Housing Authority or the Housing Commission in connection with the
issuance or repayment of bonds. There is no pledge of the City's faith, credit or taxing
power nor of the Housing Authority's faith and credit. The bonds do not constitute a
general obligation of the issuer because security for repayment of the bonds is limited to
specific private revenue sources, such as project revenues. The developer is responsible
for the payment of costs of issuance and all other costs under each financing.
Affordability: Minimum requirement is that at least 20% of the units are affordable at
50% of Area Median Income (AMI). Alternatively, a minimum of 10% of the units may
be affordable at 50% AMI with an additional 30% of the units affordable at 60% AMI.
The Housing Commission requires that the affordability restriction be in place for a
minimum of 15 years. Due to the combined requirements of state, local, and federal
funding sources, projects financed under the Bond Program are normally affordable for
30-55 years and often provide deeper affordability levels than the minimum levels
required under the Bond Program.
Rating: Generally "AAA" or its equivalent with a minimum rating of "A" or, under
conditions that meet IRS and Housing Commission requirements, bonds may be unrated
for private placement with institutional investors (typically, large banks). Additional
security is normally achieved through the provision of outside credit support ("credit
enhancement") by participating financial institutions that underwrite the project loans and
guarantee the repayment of the bonds. The credit rating on the bonds reflects the credit
quality of the credit enhancement provider.
Approval Process:
• Inducement Resolution: The bond process is initiated when the issuer (Housing
Authority) adopts an "Inducement Resolution" to establish the date from which
project costs may be reimbursable from bond proceeds (if bonds are later issued)
and to authorize staff to work with the financing team to perform a due diligence
process. The Inducement Resolution does not represent any commitment by the
Housing Commission, Housing Authority, or the developer to proceed with the
financing.

• TEFRA Hearing and Resolution (Tax Equity and Fiscal Responsibility Act of
1982): To assure that projects making use of tax-exempt financing meet
appropriate governmental purposes and provide reasonable public benefits, the
IRS Code requires that a public hearing be held and that the issuance of bonds be
approved by representatives of the governmental unit with jurisdiction over the
area in which the project is located (City Council). This process does not make
the City financially or legally liable for the bonds or for the project.
[Note: It is uncommon for the members of the City Council to be asked to take
two actions at this stage in the bond process---one in their capacity as the City
Council (TEFRA hearing and resolution) and another as the Housing Authority
(bond inducement). Were the issuer (Housing Authority) a more remote entity, the
TEFRA hearing and resolution would be the only opportunity for local elected
officials to weigh in on the project.]
• Application for Bond Allocation: The issuance of these "private activity bonds"
(bonds for projects owned by private developers, including projects with nonprofit
sponsors and for-profit investors) requires an allocation of bond issuing authority
from the State of California. To apply for an allocation, an application approved
by the Housing Authority and supported by an adopted inducement resolution and
by proof of credit enhancement (or bond rating) must be filed with the California
Debt Limit Allocation Committee (CDLAC). In addition, evidence of a TEFRA
hearing and approval must be submitted prior to the CDLAC meeting.
• Final Bond Approval: The Housing Authority retains absolute discretion over the
issuance of bonds through adoption of a final resolution authorizing the issuance.
Prior to final consideration of the proposed bond issuance, the project must
comply with all applicable financing, affordability, and legal requirements and
undergo all required planning procedures/reviews by local planning groups, etc.
• Funding and Bond Administration: All monies are held and accounted for by a
third party trustee. The trustee disburses proceeds from bond sales to the developer
in order to acquire and/or construct the housing project. Rental income used to
make bond payments is collected from the developer by the trustee and disbursed
to bond holders. If rents are insufficient to make bond payments, the trustee
obtains funds from the credit enhancement provider. No monies are transferred
through the Housing Commission or Housing Authority, and the trustee has no
standing to ask the issuer for funds.
Bond Disclosure: The offering document (typically a Preliminary Offering Statement or
bond placement memorandum) discloses relevant information regarding the project, the
developer, and the credit enhancement provider. Since the Housing Authority is not
responsible in any way for bond repayment, there are no financial statements or
summaries about the Housing Authority or the City that are included as part of the offering
document. The offering document includes a paragraph that states that the
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Housing Authority is a legal entity with the authority to issue multifamily housing bonds
and that the Housing Commission acts on behalf of the Housing Authority to issue the
bonds. The offering document also includes a paragraph that details that there is no
pending or threatened litigation that would affect the validity of the bonds or curtail the
ability of the Housing Authority to issue bonds. This is the extent of the disclosure
required of the Housing Authority, Housing Commission, or the City. However, it is the
obligation of members of the Housing Authority to disclose any material facts known
about the project, not available to the general public, which might have an impact on the
viability of the project.
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