ITEM 104

EXECUTIVE SUMMARY
HOUSING COMMISSION
EXECUTIVE SUMMARY SHEET
DATE:

November 6, 2017

SUBJECT:

Final Bond Authorization for Fairmount Family Housing

HCR17-083

COUNCIL DISTRICT(S): 7
ORIGINATING DEPARTMENT: Real Estate Division
CONTACT/PHONE NUMBER: Ted Miyahara (619) 578-7548
REQUESTED ACTION:
That the San Diego Housing Commission recommend the Housing Authority of the City of San
Diego authorize issuance of up to $22,000,000 in tax-exempt Multifamily Housing Revenue
Bonds to facilitate Fairmount Family Housing L.P.’s new construction of 79 affordable rental
units for low-income families, including 8 units for homeless veterans, to be located at 6121
Fairmount Avenue, San Diego, which will remain affordable for 55 years.
EXECUTIVE SUMMARY OF KEY FACTORS:
• Fairmount Family is a proposed five-story new construction affordable rental housing
development in the Navajo Community Plan Area.
• The developer, Affirmed Housing Group (Affirmed) will receive 8 Veterans Affairs
Supportive Housing (VASH) Vouchers through HOUSING FIRST – SAN DIEGO the
San Diego Housing Commission’s homeless action plan.
• Affirmed is an experienced for-profit real estate development firm.
• On February 10, 2017, the San Diego Housing Commission approved an up to
$9,468,500 residual receipts loan to the borrower Fairmount Family L.P. (a single asset
California limited partnership) to facilitate the project’s new construction.
• Affordability will range from 30 percent to 60 percent of San Diego’s Area Median
Income (AMI).
• There will be a mix of one-bedroom, two-bedroom, and three-bedroom units.
• Current site improvements include four industrial buildings operated by business tenants.
The developer will demolish the existing buildings and the business tenants will be
eligible for relocation benefits. Relocation activities will comply with the Federal
Uniform Relocation Act.
• Total development is $32,174,500 ($402,182 per unit).
• If approved by all necessary parties, the developer could commence new construction in
January 2018 and complete construction in spring 2019.

REPORT
DATE ISSUED: November 8, 2017

REPORT NO: HCR17-083

ATTENTION:

Chair and Members of the San Diego Housing Commission
For the Agenda of November 17, 2017

SUBJECT:

Final Bond Authorization for Fairmount Family Housing

COUNCIL DISTRICT: 7
REQUESTED ACTION
Authorize the issuance of Housing Authority of the City of San Diego Multifamily Housing Revenue
Bonds to fund the new construction of Fairmount Family Housing, a 79-unit affordable housing rental
development, including 8 units for homeless veterans, to be located at 6121 Fairmount Avenue, San
Diego, which will remain affordable for 55 years.
STAFF RECOMMENDATION
That the San Diego Housing Commission (Housing Commission) recommend that the Housing
Authority of the City of San Diego (Housing Authority) authorize the issuance of up to $22,000,000 in
tax-exempt Multifamily Housing Revenue Bonds to facilitate Fairmount Family Housing L.P.‘s new
construction of 79 affordable rental units for low-income families, including 8 units for homeless
veterans, to be located at 6121 Fairmount Avenue, San Diego, which will remain affordable for 55
years.
SUMMARY
A Development Summary is at Attachment 1.
Address
Council District
Community Plan Area
Development Type
Construction Type
Parking Type
Housing Type
Lot Size
Units
Density
Unit Mix
Gross Building Area
Net Rentable Area
Common & Other Areas
Project-Based Housing
Vouchers

Table 1 –Development Details
6121 Fairmount Avenue
7
Navajo
New Construction
Type IIIA (wood frame over at-grade Type I concrete podium)
80 spaces on-grade podium garage
Multifamily
1.13 acres, 49,432 square feet
80 (including one unrestricted manager’s unit)
70.5 dwelling units per acre (80 units ÷ 1.13 acres)
32 one-bedroom units, 23 two-bedroom units, 24 threebedroom units, and 1 two-bedroom manager’s unit
90,944 square feet
64,920 square feet
26,024 square feet
8 Veterans Affairs Supportive Housing (VASH) vouchers
dedicated for homeless veterans
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The Development
Fairmount Family Housing (Fairmount Family) is a proposed five-story, new construction affordable rental
housing development to be located in the Grantville neighborhood (Attachment 2 - Site Maps). It will be
contiguous to the companion Twain Veterans Apartments, an 80-unit proposed new construction
affordable rental housing development at 4304 Twain Avenue for homeless veterans and homeless
individuals with special needs. To the property’s north, south, and east, there are industrial and office
uses. To the west is a Kaiser Permanente office building. The site is approximately 0.6 miles north of
the San Diego Trolley Grantville Station. It is approximately 0.5 miles from Kaiser Permanente Hospital
at 4647 Zion Avenue. Fairmount Family will provide 79 affordable rental housing units (and one
manager’s unit), including 32 one-bedroom, 23 two-bedroom, and 24 three-bedroom units for families
with incomes ranging from 30 percent to 60 percent of San Diego’s Area Median Income (AMI).
Site amenities will include: community room, lounge, kitchen, laundry facilities, computer room, onsite management, outdoor recreation space with a children’s play area, and elevator. Security features
will include key-card restricted access and security cameras throughout the property. The property will
include an at-grade parking garage with 80 resident parking spaces. Unit amenities will include: central
heating and air conditioning, balcony, storage closet, hard-surface flooring in the kitchen and living
areas, carpeting in bedrooms and Energy Star appliances. Resident activities will include children’s
after-school programs.
Veterans Affairs Supportive Housing (VASH) Program
The developer will receive 8 VASH Vouchers, awarded through HOUSING FIRST – SAN DIEGO, the
Housing Commission’s Homelessness Action Plan. The Housing Commission partners with the U.S.
Department of Veterans Affairs (VA) San Diego Healthcare System to provide rental assistance to
chronically homeless veterans through VASH vouchers. The VA provides clinical health and case
management services to VASH voucher recipients. Under this VASH Project-Based Housing Voucher
program, the tenant’s rent portion is determined by using the applicable minimum rent or a calculated
amount based on their income level, whichever is higher, with the remainder federally subsidized up to a
contract rent level approved by the Housing Commission. The Housing Assistance Payment (HAP)
provides a rental subsidy for qualifying residents under the VASH Project-Based Housing Voucher
program.
Housing First
Fairmount Family will provide housing opportunities for 8 homeless veteran families, utilizing the Housing
First approach – to provide homeless individuals and families with housing as quickly as possible, with
supportive services as needed. When a homeless veteran family moves into permanent housing, case
management and wraparound services will be provided by a residential homeless service provider. The
Housing Commission has partnered with the Regional Task Force on the Homeless to enable homeless
service providers in the City to conduct a Coordinated Entry System (CES) for homeless individuals,
utilizing the Homeless Management Information System (HMIS). Organizations serving homeless
individuals and families in the region share a single system that enables a more efficient delivery of
housing and critical services to homeless individuals and families. The database allows homeless
housing providers to screen homeless individuals for the most appropriate housing options based on who
is most in need. The developer and service provider will participate in the CES and maintain client data
in HMIS, as required by the Housing Commission.
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Sustainability Features
Fairmount Family will be constructed in conformance with California Tax Credit Allocation Committee
(TCAC) minimum energy efficiency standards. It will also be built to GreenPoint rated standards.
Sustainable features will include: solar hot water heating, photovoltaic solar system to partially offset
common-area electrical needs, Energy Star-rated efficient appliances, use of Low Volatile Organic
Compound (VOC) paints and stains for interior surfaces, high-efficiency heating and cooling, energyefficient windows, and light–emitting diode (LED) lighting. Water conservation will be promoted via
drought-tolerant landscaping and low-flow water fixtures in the kitchens and bathrooms.
Relocation
Current site improvements include four industrial buildings operated by business tenants. The developer,
Affirmed Housing Group, plans to demolish the existing buildings, and tenants will be eligible for
relocation benefits. Relocation activities will comply with the Federal Uniform Relocation Act.
Affirmed Housing Group’s pro forma budgets $100,000 for relocation costs.
Prevailing Wages
Prevailing wages will not apply to Fairmount Family. The amount of Federal HOME Investment
Partnerships Program (HOME) funds is below the federal threshold level that would require payment of
prevailing wages.
Accessibility
As required by TCAC, eight units (10 percent) will be designed for mobility-impaired residents, and
four units (five5 percent) for residents with visual and/or hearing impairment. In addition, these
accessible units will satisfy the HOME and Project-Based Housing Voucher accessibility requirement of
wheelchair accessibility in 5 percent of the units, plus additional 2 percent of the units accessible for
residents with visual or hearing impairment. The development will have Universal Design features.
Development Team
The developer is Affirmed Housing Group (Affirmed). Affirmed is an award-winning, for-profit, real
estate development firm located in San Diego. Affirmed has developed approximately 3,700 units in
various locations, including Connections Housing Downtown, a Housing Commission partnership
development located in downtown San Diego that is the City-sponsored one-stop housing and services
center for homeless San Diegans, and Cielo Carmel, which provides 195 affordable rental housing units
for low-income families in Pacific Highlands Ranch. Affirmed has completed a number of affordable
developments utilizing Housing Commission loans and has partnered with the Housing Commission on
multiple projects utilizing tax-exempt Multifamily Housing Revenue Bonds issued by the Housing
Authority. During the tax credit compliance period, Fairmount Family will be owned by Fairmount
Family Housing L.P., a single-asset entity. Fairmount Family Housing L.P. will include: AHG
Fairmount LLC (an Affirmed entity) as Administrative General Partner, Nexus for Affordable Housing
(a 501(c)(3) nonprofit) as Managing General Partner, and a tax-credit investor limited partner created by
Boston Capital and involving J.P. Morgan Chase as the investor. A statement for public disclosure for
Fairmount Family Housing L.P. is included in Attachment 3. Fairmount Family will be managed by
Solari Enterprises (Solari). Solari has more than 38 years of experience and specializes in multifamily
affordable housing. They are highly qualified and manage approximately 7,100 units in properties
throughout California. Solari manages multiple Housing Commission financed developments.
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Table 2 Development Team Summary
ROLE
FIRM/CONTACT
Developer
Affirmed Housing Group Inc.
Borrower/Owner
Fairmount Family Housing, LP
Administrative General Partner
AHG Fairmount LLC
Managing General Partner
Nexus for Affordable Housing
Tax Credit Investor Partner
J.P. Morgan Chase
Architect
Studio E Architects
Relocation Consultant
Overland Pacific
General Contractor
Allgire General Contractors, Inc.
Property Management
Solari Enterprises
Construction Lender
U.S. Bank, N.A.
Permanent Lender
California Community Reinvestment Corp.
FINANCING STRUCTURE
Permanent Sources and Uses of Financing
The estimated total development cost and sources and uses of funds are detailed in the pro forma attached to
this report (Attachment 4) and summarized below.
Table 3 – Estimated Permanent Sources and Uses
Financing Sources
Permanent loan (multifamily
housing mortgage revenue bonds)
Housing Commission loan
Four percent tax credit equity
Developer Fee/Equity Contribution
Deferred Developer Fee

Total Development Cost

Amounts
$9,860,236
9,468,500
11,305,764
765,000
775,000

$32,174,500

Financing Uses

Amounts

Acquisition:
Hard costs (with contingency)
Soft Costs
3,873,500

$ 3,990,000
19,870,000
3,873,500

Developer Fee
Financing costs
Reserves
Total Development Cost (TDC)

3,240,000
949,000
252,000
$32,174,500

Developer Fee
$3,240,000 - gross developer fee
- 765,000 - minus developer’s fee contribution to the development
- 775,000 - minus deferred developer’s fee
$1,700,000 - net cash developer fee
The fee proposed is consistent with the Request for Approval of Updated Developer Fees (HAR17-011)
approved by the Housing Authority on April 25, 2017.
Development Cost Key Performance Indicators
Housing Commission staff has identified development cost performance indicators that were used to
evaluate the proposed development and make a funding recommendation. The key performance indicators
listed in Table 4 are commonly used by real estate industry professionals and affordable housing
developers.
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Table 4 - Key Performance Indicators
Development Cost Per Unit
$32,174,500 ÷ 80 units = $402,182
Housing Commission Subsidy Per Unit
$9,468,500 ÷ 80 units = $118,356
Acquisition Cost Per Unit
$3,990,000 ÷ 80 units = $49,875
Gross Building Square Foot Hard Cost
$19,870,000 ÷ 90,944 sq. ft. =
$218
Net Rentable Square Foot Hard Cost
$19,870,000 ÷ 64,920 sq. ft. =
$306
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, environmental factors, land use
approval process, community involvement, construction type, design requirements/constraints, economies
of scale, City fees, developer experience and capacity, and the mission and goals of the organization
developing the project. Similar construction-type developments (completed or approved) over recent years
are listed in Table 5. These developments are similar in terms of new construction, target population, and
construction type and are provided as a comparison to Fairmount Family.
Table 5 - Comparable Development Projects
Units

Prevailing
Wages

Total
Development
Cost

Cost Per
Unit

HC
Subsidy
Per Unit

Gross
Hard Cost
Sq. Ft.

Project Name
Subject –
Fairmount Family

Year

Construction
Type

2017

III Over I

80

No

$32,174,500

$402,182

$118,356

$218

Mesa Verde
Villa Encantada
Trolley Residential

2016
2014
2014

V Over I
V Over I
V Over I

90
67
52

No
Yes
Yes

$33,972,534
$30,336,942
$22,963,066

$377,473
$452,790
$441,597

$106,667
$119,940
$60,000

$207
$192
$225

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 4 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. On June 27, 2017, these
actions were completed for Fairmount Family.
A general description of the Multifamily Housing Revenue Bond Program and the actions that must be
taken by the Housing Authority to initiate and finalize proposed financings are described in Attachment 5.
On July 19, 2017, a Fairmount Family Housing application was submitted to CDLAC for a bond
allocation of up to $22,000,000. On September 20, 2017, TCAC and CDLAC approved an allocation of
4 percent tax credits and an up to $22,000,000 tax-exempt Multifamily Housing Revenue Bonds
allocation. The developer proposes that the bonds be issued through a tax-exempt private placement
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. Although CDLAC approved an up to $22,000,000 bond allocation, a $17,718,771
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amount is the most that the third-party construction lender could underwrite for the development. The
bonds 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 proceeds will be used for
both construction financing and permanent financing.
Public Disclosure and Authorization for Issuance of Tax-Exempt Bonds
Description of the Proposed Issuance Documents
The bonds will be sold through a private placement purchased initially by U.S. Bank, N.A. (U.S. Bank).
U.S. Bank is considered a “qualified institutional buyer” within the meaning of U.S. securities laws. At
closing, U.S. Bank will sign an “Investor’s Letter” certifying, among other things, that it is buying the
bonds for its own account and not for public distribution. The bonds are being sold through a private
placement and an Official Statement will not be used. In addition, the bonds will not be subject to
continuing disclosure requirements, nor will they be credit enhanced or rated. U.S. Bank will hold the
Bonds for its own account during construction. After construction and conversion to permanent
financing, the amount of outstanding bonds will be purchased by the California Community
Reinvestment Corporation (CCRC). Transfer of the bonds to any subsequent bondholder will comply
with Housing Commission policy number PO300.301. Moreover, any subsequent bondholder would be
required to represent to the Housing Authority that they are a qualified institutional buyer or accredited
investor who is buying the bonds for investment purposes and not for resale, and that they have made
due investigation of any material information necessary in connection with the purchase of the bonds.
The following documents will be executed on behalf of the Housing Authority: Indenture, Loan
Agreement, Assignment of Deed of Trust, Regulatory Agreement, and other loan documents. At the
time of docketing, bond documents in substantially final form will be presented to members of the
Housing Authority. Any changes to the documents following Housing Authority approval require the
consent of the City Attorney’s Office and bond counsel. The bonds will be issued pursuant to an
Indenture between the Housing Authority and a to-be-selected Trustee. Based upon instructions
contained in the Indenture, or similar document, the Trustee will disburse bond proceeds for eligible
costs, collect project revenues and make payments to the bondholder. Under the terms of the Loan
Agreement, the Housing Authority will loan the proceeds of the bonds to the borrower in order to
develop the project. The Loan Agreement sets out the terms of repayment and the security for the loan,
and the Housing Authority assigns its rights to receive repayments under the loan to the Trustee. An
Assignment of Deed of Trust and other Loan Documents, which assigns the Housing Authority’s rights
and responsibilities as the bond issuer to the Trustee, is signed by the Housing Authority and the
Trustee. Rights and responsibilities that are assigned to the Trustee include the right to collect and
enforce the collection of loan payments, monitor project construction and related budgets, and enforce
insurance and other requirements. These rights will be used by the Trustee to protect its financial
interests. A Regulatory Agreement will be recorded against the property to ensure the long-term use of
the project as affordable housing. The Regulatory Agreement will also ensure that the project complies
with all applicable federal and state laws.
Financial Advisor’s Report
Orrick Herrington and Sutcliffe LLP serves as bond counsel and Ross Financial as financial advisor to
the Housing Commission on this transaction. After evaluating the terms of the proposed financing and
the public benefits to be achieved, it is the financial advisor’s recommendation that the Housing
Authority should proceed with the issuance of the bonds. The financial advisor’s analysis and
recommendation is included as Attachment 6.
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Estimated Development Schedule
The estimated development timeline is as follows:
•
•
•
•

Milestones
Housing Authority proposed final bond authorization
Estimated bond issuance and escrow closing
Estimated start of construction
Estimated completion of construction

Estimated Dates
• December 11, 2017
• December 13, 2017
• January 2018
• Spring 2019

AFFORDABLE HOUSING IMPACT
The proposed 8 VASH vouchers will house veteran’s families experiencing homelessness. The
development will be subject to a Housing Commission Declaration of Covenants and Restrictions, in
addition to applicable tax credit and bond regulatory agreements that will restrict affordability of 79
units for 55 years. The HOME funds will have affordability and rent restrictions for 20 years. The
development’s 79 units will be affordable to tenants with income levels ranging from 30 to 60 percent of
San Diego’s Area Median Income (AMI).
Table 6 Affordability and Monthly Estimated Rent Table
Monthly
Estimated
Number
Gross
Market
Unit Type
AMI of Units
Rents
Rents*
1 Bedroom
50%
4
$853
$1,357
1 Bedroom
60%
28
$1023
$1,357
2 Bedroom
30%
1
$614
$1,567
2 Bedroom
40%
2
$819
$1,567
2 Bedroom
50%
1
$1023
$1,567
2 Bedroom
60%
19
$1,228
$1,567
3 Bedroom
30%
1
$709
$2,731
3 Bedroom
40%
2
$945
$2,731
3 Bedroom
50%
1
$1,181
$2,731
3 Bedroom
60%
20
$1,418
$2,731
2 Bedroom Manager
1
Total
80
*Market study prepared by Raney Planning & Management in July 2017.
There will be 11 total HOME restricted units, including 5 one-bedroom units, 3 two-bedroom units, and
3 three-bedroom units. The same units may satisfy the affordability requirements from tax credits, VASH
vouchers, and the HOME funds. The more stringent of the funding sources’ affordability/rent restrictions
will take precedence during the term of their applicability.
FISCAL CONSIDERATIONS
The proposed funding sources and uses proposed for this action are included in the Housing Authorityapproved Fiscal Year 2018 Housing Commission Budget. Approving this action will not increase the FY
2018 total budget.
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Funding sources approved by this action will be as follows:
Bond Issuance Fees - $44,297
Funding uses approved by this action will be as follows:
Housing Commission Rental Housing Finance Program Administration Costs - $44,297
The bonds will not constitute a debt of the City of San Diego. 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. Neither the faith and credit nor the taxing power of the City, nor the faith and credit of the
Housing Authority will 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's .0025 bond amount issuer
fee (estimated at $44,297 with an estimated $17,718,771 bond issue) and the Housing Commission’s
annual .00125 administrative fee (estimated at $12,325 with an estimated $9,860,236 outstanding bonds
amount at conversion to permanent financing).
PREVIOUS COUNCIL and/or COMMITTEE ACTION
On February 10, 2017, the Housing Commission (HCR 17-012) approved an up to $9,468,500 residual
receipts loan to Fairmount Family L.P. to facilitate the project’s construction. On February 10, 2017, the
Housing Commission (HCR17-012) and on June 27, 2017, the Housing Authority (HAR17-004) approved
preliminary steps to issue up to $22,000,000 of tax-exempt Multifamily Housing Revenue Bonds.
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS
On January 11, 2017, the developer presented the proposed development as an information item to the
Navajo Community Planners.
KEY STAKEHOLDERS & PROJECTED IMPACTS
Stakeholders include Affirmed as the developer, the Housing Authority as bond issuer, and the
Grantville neighborhood. The project is anticipated to have a positive impact on the community as it will
contribute to the quality of the surrounding neighborhood and create 79 new affordable rental homes for
low-income persons.
ENVIRONMENTAL REVIEW
The development activity supported by the proposed action is covered under the Final Program
Environmental Impact Report (Final EIR) for the Grantville Redevelopment Project Area, which was
certified by the City Council of the City of San Diego on May 3, 2005, and prepared in accordance with
California Environmental Quality Act (CEQA) guidelines. The Development Services Department
conducted a Consistency Review for the project, including preparation of an Initial Study Checklist in
accordance with State CEQA Guidelines Section 15162 in November 2014. Additionally, requirements
of the adopted Final Mitigation, Monitoring and Reporting Program (MMRP) for the Final EIR will be
applied at the time of project review and permitting.
HOME Investment Partnerships Program (HOME) funds and an allocation of Section 8 Housing
Vouchers constitute a portion of the funding for the project. An Environmental Review has been
completed for this development activity, and the City and Commission have received Authority to Use
Grant Funds for the HOME funds. A final reservation of Section 8 Housing Vouchers shall occur only
upon satisfactory completion of the environmental review and receipt by the City of San Diego of a
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release of funds from the U.S. Department of Housing and Urban Development under 24 CFR Part 58 of
the National Environmental Policy Act (NEPA). The provision of any Section 8 Housing Vouchers to
the project is conditioned on the City of San Diego’s determination to proceed with, modify or cancel
the project based on the results of a subsequent environmental review under NEPA.
Respectfully submitted,

Approved by,

J.P. Correia

Deborah N. Ruane

J.P. Correia

Deborah N. Ruane

Senor Real Estate Project Manager
Real Estate Department

Executive Vice President & Chief Strategy Officer
San Diego Housing Commission

Attachments: 1.

Development Summary
2.
3.
4.
5.
6.

Site Maps
Developer Disclosure Statement
Project Pro forma
Multifamily Housing Revenue Bond Program
Financial Advisor’s Analysis

Hard copies are available for review during business hours at the security information desk in the main
lobby and at the fifth floor reception desk 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

ATTACHMENT 1 – DEVELOPMENT SUMMARY
Table 1 –Development Details
Address
Council District
Community Plan Area
Development Type
Construction Type
Parking Type
Housing Type
Lot Size
Units
Density
Unit Mix
Gross Building Area
Net Rentable Area
Common Area
Project-Based Housing
Vouchers

6121 Fairmount Avenue
7
Navajo Community Plan (Navajo Community Planners)
New Construction (five stories)
Type IIIA (wood frame over at-grade Type I concrete podium)
80 spaces on-grade podium garage
Multifamily
1.13 acres, 49,432 square feet
80 (including one unrestricted manager’s unit)
70.5 dwelling units per acre (80 units ÷ 1.13 acres)
32 one-bedroom units, 23 two-bedroom units, 24 threebedroom units, and 1 two-bedroom manager’s unit
90,944 square feet
64,920 square feet
26,024 square feet
Proposed 8 Veterans Affairs Supportive Housing (VASH)
vouchers dedicated for homeless veterans

Table 2 Development Team Summary
ROLE
Developer
Borrower/Owner
Administrative General Partner
Managing General Partner
Tax Credit Investor Partner
Architect
Relocation Consultant
General Contractor
Property Management
Construction Lender
Permanent Lender

FIRM/CONTACT
Affirmed Housing Group Inc.
Fairmount Family Housing, LP
Affirmed Housing Group
Nexus for Affordable Housing
J.P. Morgan Chase
Studio E Architects
Overland Pacific
Allgire General Contractors, Inc.
Solari Enterprises
U.S. Bank, N.A.
California Community Reinvestment Corp.

-1 of 2-

Table 3 – Estimated Permanent Sources and Uses
Financing Sources
Permanent loan (multifamily housing
mortgage revenue bonds)
Housing Commission proposed loan
Four percent tax credit equity

Amounts
$9,860,236
9,468,500
11,305,764

Developer Fee/Equity Contribution
Deferred Developer Fee

Total Development Cost

Financing Uses

765,000
775,000

$32,174,500

Table 4 - Key Performance Indicators
Development Cost Per Unit
Housing Commission Subsidy Per Unit
Acquisition Cost Per Unit
Gross Building Square Foot Hard Cost
Net Rentable Square Foot Hard Cost

Amounts

Per Unit

Acquisition:
Hard costs (with contingency)
Architect/Engineering - $ 970,000
Fees and Permits 1,800,000
Relocation 100,000
Other soft costs 843,500
Soft costs contingency - + 160,000
Subtotal 3,873,500

$ 3,990,000
19,870,000

$ 49,875
248,375

3,873,500

48,419

Developer Fee
Financing costs
Reserves
Total Development Cost (TDC)

3,240,000
949,000
252,000
$32,174,500

40,500
11,863
3,150
$402,182

$32,174,500 ÷ 80 units = $402,182
$9,468,500 ÷ 80 units = $118,356
$3,990,000 ÷ 80 units = $49,875
$19,870,000 ÷ 90,944 sq. ft. =
$218
$19,870,000 ÷ 64,920 sq. ft. =
$306

Table 5 - Comparable Development Projects
Project Name
Subject –
Fairmount Family
Trolley Residential
Mesa Verde
Villa Encantada

Year

Construction
Type

2017
2014
2016
2014

III Over I
V Over I
V Over I
V Over I

Units

Prevailing
Wages

Total
Development
Cost

Cost Per
Unit

HC
Subsidy
Per Unit

Gross
Hard Cost
Sq. Ft.

80
52
90
67

No
Yes
No
Yes

$32,174,500
$22,963,066
$33,972,534
$30,336,942

$402,182
$441,597
$377,473
$452,790

$118,356
$60,000
$106,667
$119,940

$218
$225
$207
$192

Table 6 Affordability and Monthly Estimated Rent Table

Unit Type
1 Bedroom (598 sq. ft.)
1 Bedroom (598 sq. ft.)
2 Bedroom (809 sq. ft.)
2 Bedroom (809 sq. ft.)
2 Bedroom (809 sq. ft.)
2 Bedroom (809 sq. ft.)
3 Bedroom (1046 sq. ft.)
3 Bedroom (1046 sq. ft.)
3 Bedroom (1046 sq. ft.)
3 Bedroom (1046 sq. ft.)
2 Bedroom Manager
Total

Restrictions
Bond & Loan
Bond & Loan
Bond & Loan
Bond & Loan
Bond & Loan
Bond & Loan
Bond & Loan
Bond & Loan
Bond & Loan
Bond & Loan
Unrestricted

HOME
Units
1
4
0
0
1
2
0
0
1
2
0
11
-2 of 2-

AMI
50%
60%
30%
40%
50%
60%
30%
40%
50%
60%
-

Number
of Units
4
28
1
2
1
19
1
2
1
20
1
80

Monthly
Gross
Rents
$853
$1023
$614
$819
$1023
$1,228
$709
$945
$1,181
$1,418
-

Estimated
Market
Rents
$1,357
$1,357
$1,567
$1,567
$1,567
$1,567
$2,731
$2,731
$2,731
$2,731
-

ATTACHMENT 5
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
5-2

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.

5-3

ROSS FINANCIAL
1736 Stockton Street, Suite One • San Francisco, CA 94133 • (415) 912-5612 • FAX (415) 912-5611

October 25, 2017
Mr. Joe Correia
Sr. Real Estate Project Manager
San Diego Housing Commission
1122 Broadway, Suite 300
San Diego, CA 92101
Re:

Fairmount Family Housing

Dear Mr. Correia:
The San Diego Housing Commission (the “Commission”) has retained Ross Financial as
its municipal advisor to analyze the feasibility of issuing tax-exempt bonds (the “Bonds”)
for the Fairmount Family Housing development (the “Development”).
This feasibility analysis reviews the following items:
•
•
•
•
•

Overview of the Development
Proposed financing approach
Benefits and risks to Commission
Public purpose
Recommendations

Ross Financial has based its analysis of the Development’s financial feasibility on
materials provided by the developer, Affirmed Housing Corporation (“Affirmed”), which
has created the borrower entities for the Development. The materials include: (1) the
application to the California Debt Limit Allocation Committee (“CDLAC”), (2) the
financing commitments from U.S Bank, N.A., as initial Bond purchaser during
construction, and from the California Community Reinvestment Corporation, as Bond
purchaser at permanent (collectively, the “Purchasers”), (3) the market study performed
by Laurin Associates in support of the application to CDLAC, and (4) Affirmed’s pro
forma financial schedules for the Development. Ross Financial has not visited the site
of the proposed Development and has had no role in the selection of the Purchasers.

OVERVIEW OF DEVELOPMENT
Development Summary. The Development is a Type IIIA, new construction project
comprised of a single five-story residential building. The Development consists of 79
affordable 1-bedroom, 2-bedroom and 3-bedroom apartments and one unrestricted
managers’ units. Parking will total 80 at grade podium spaces. Development amenities
include a community room, a lounge, kitchen, 15,000 square feet of outdoor recreational

Mr. Joe Correia
Re: Fairmount Family Housing
October 25, 2017
Page 2 of 8

space with a children’s play area, on-site management, laundry room, computer room,
surveillance camera and elevator. Unit amenities include: central heating and air
conditioning, balcony, storage closet, carpeting and energy star-rated appliances. In
addition, 1,142 square feet of commercial space is proposed.
The unit mix and affordability restrictions for the 79 affordable units in the Development
are shown in the following table:
Fairmount Family
Housing
1 Bedroom/1 Bathroom
2 Bedroom/1 Bathroom
3 Bedroom/2 Bathroom
Total Units

Unit Mix

30% AMI*

40% AMI*

50% AMI*

60% AMI*

32
23
24
79

1
1
2

2
2
4

4
1
1
6

28
19
20
67

* AMI = Area median income; Managers’ unit is not subject to affordability restrictions

The Development will provide housing opportunities for 8 homeless veteran families,
utilizing the Housing First approach.
Description of Project Site. The Development is located at 6121 Fairmount Avenue in
the Grantville neighborhood within the Navajo Community Plan. Primary access is from
Fairmount Avenue. The Site is currently occupied with a small industrial use.
Adjacent land uses consist of industrial and office uses to north, south and east and a
Kaiser Permanente office building to the west. The Site will be contiguous to the Twain
Veterans Housing development (“Twain”), also being developed by Affirmed, located at
4304 Twain Avenue. The Site is approximately 0.6 miles north of the San Diego Trolley
Grantville Station.
The Site currently consists of four separate rectangular parcels. The lot lines will be
adjusted to reconfigure the Site into two separate new parcels – one for the Development
and one for Twain.
The Borrower currently owns the Site.
Project Ownership/Borrower. The ownership entity for the Development will be
Fairmount Family Housing, L.P., (the “Borrower”), a single asset California limited
partnership consisting of: (1) AHG Fairmount, LLC, an entity created by Affirmed,
which will act as the administrative general partner; (2) Nexus for Affordable Housing, a
501(c)(3) nonprofit public benefit corporation, which will act as the managing general
partner; and (3) an investor limited partner entity created by Boston Capital, with J.P.
Morgan Chase serving as the upper tier investor of that entity. According to its
application to CDLAC, Affirmed has 31 years of experience in financing, developing
and/or rehabilitating multifamily rental housing. This experience encompasses 3,719
units in California, including 1,934 affordable housing units in San Diego, El Cajon,
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Escondido, San Marco and Carlsbad. Affirmed’s most recent activity with the Housing
Commission includes:
•
•
•
•
•
•
•

Luna at Pacific Highlands Ranch, a 77-unit family housing project located in
Pacific Highlands Ranch, about to commence construction
Cypress Apartments, a 63-unit special needs/SRO project in Centre City,
currently under construction
Cielo Carmel Apartments, a 197-unit new construction family project in the
Pacific Highlands Ranch, completed in July 2016;
Connections Housing, a 75-unit acquisition-rehabilitation special needs/SRO
project in Centre City, completed in December 2012;
City Scene, a 31-unit new construction project in San Diego, completed in May
2012;
Riverwalk, a 50-unit new construction family project in San Diego, completed in
June 2011; and
Ten Fifty B, a 229-unit new construction family project in Centre City,
completed in April 2010.

CDLAC. On July 19, 2017, the Housing Authority filed an application to CDLAC
requesting a private activity bond allocation of $22,000,000 for the Development.
CDLAC awarded an allocation of $22,000,000 at its meeting of September 20, 2017.
CDLAC requires the issuance of the Bonds by April 2, 2018.
In connection with the CDLAC application process, on June 27, 2017, the Housing
Authority adopted a resolution of intent to issue the Bonds for the Development and
authorized the submission of an application to CDLAC. On the same date, a TEFRA
hearing, duly noticed, was held before the City Council at which time the Development
was approved for purposes of Section 147 of the Internal Revenue Code. The TEFRA
approval was signed June 30, 2017.

PROPOSED FINANCING
Project Costs and Funding. According to projections provided by Affirmed, the total
cost of the Development, including construction and all soft costs, is estimated at
$32,174,5001. The estimated sources of funds will differ during construction and
following construction and lease-up (“at permanent”). The following table allocates these
sources and uses during construction and at permanent based on the most recent
projections (October 11, 2017):

1

Included in this total is $82,500 for commercial.
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Sources of Funds
Tax-Exempt Bond Proceeds
SDHC Loan
Low Income Housing Tax Credit Equity
Deferred Costs/Developer Fee
General Partner Equity Contribution
Total
Uses of Funds
Property Acquisition
Hard Costs (Construction, Site Work, etc)
Architectural & Engineering
Construction Interest and Fees
Impact Fees and Permits
Capitalized Reserves
Relocation
Other Soft Costs (Legal, Taxes, Insurance, etc.)
Soft Cost Contingency
Developer Fee
Total

Construction
$17,718,771
8,521,650
1,695,865
4,238,214
$32,174,500

Permanent
$9,860,236
9,468,500
11,305,764
775,000
765,000
$32,174,500

$3,990,000
19,770,000
970,000
949,000
1,800,000
252,000
100,000
943,500
160,000
3,240,000
$32,174,500

$3,990,000
19,970,000
970,000
949,000
1,800,000
252,000
100,000
943,500
160,000
3,240,000
$32,174,500

Bond Amount and Funding Approach. The Housing Authority will issue the Bonds to
finance a portion of the costs of the Development. The Bonds will have the following
features:
•
•
•

•

The Bonds, in an estimated amount of $17,718,771, will be purchased initially by
U.S. Bank, N.A. (“U.S. Bank”);
During construction and lease up, the Bonds will bear interest at a floating rate
equal to 30 day LIBOR plus a spread of 1.75%;
Following construction and lease up (at “conversion”), the Bonds are projected to
o Be repaid, in part, from tax credit investor funds and other sources, with
an estimated $9,860,236 remaining after conversion (subject to final
underwriting) and
o Bear a fixed rate (to be set prior to Bond closing) through approximately
December 1, 2034. The fixed rate will equal the sum of the 15 year muni
bond index rate plus 1.70%. The Borrower has assumed a permanent loan
rate of 4.50% in its projections – approximately 0.40% over current
market rates.
o Be sold and transferred to California Community Reinvestment
Corporation (“CCRC”).
The Bonds will amortize on a 35-year basis and have a term of 15 years following
conversion (approximately December 1, 2034), at which point the Borrower will
need to refinance or otherwise repay the outstanding principal balance. The
nominal maturity of the Bonds may be longer (approximately 30 to 35 years) to
provide additional refinancing and restructuring flexibility.
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U.S. Bank and CCRC will represent that they have sufficient knowledge and experience
to evaluate the risks and merits associated with the purchase of the Bonds and have
indicated their intention to hold the Bonds for their own account. They may transfer the
Bonds only to transferees that execute a document with similar representations.
The Bonds are expected to close in mid-December 2017 simultaneously with the closing
of the Twain financing.
Housing Commission Financial Involvement. The Commission is providing subordinate
financing in an amount of $9,468,500 to fund a portion of the Development’s residential
construction costs. The sources of funding for the Commission’s loan are: (a) $2,000,000
from HOME Investment Partnerships funds awarded to the City of San Diego and
administered by the Commission and (b) $7,468,500 from the City’s Affordable Housing
Fund (Inclusionary Housing Fee and Housing Impact Fee also known as Linkage Fee)
also administered by the Housing Commission. The Housing Commission’s subordinate
financing will be in the form of a residual receipts loan with the following basic terms:
•
•

Interest Rate:
Payments:

•
•

Term:
Affordability:

4% simple interest
Residual receipts payments beginning equal to the greater of 50%
of residual cash flow or $10,000, subject to the prior payment of
certain fees and development/operating deficit loans (if any)
55 years from completion of the Development
2 units @ 30% AMI; 4 units @ 40%; 6 units @ 50% AMI; 67
units @ 60% AMI (as shown in the table on page 2)

Affordability Restrictions. The Development will be subject to the following regulatory
restrictions and terms:
•

Tax-Exempt Bond Regulatory Agreement requirements (including voluntary
elections made to CDLAC) for a 55-year term;

•

Tax Credit Regulatory Agreement requirements under which all units must be
affordable at 60% AMI for a 55-year term to remain eligible for tax credits; and

•

Housing Commission’s Declaration of Covenants and Restrictions under which the
units will be restricted for 55 years.

Development Cash Flow. The Borrower provided pro forma cash flows for the
Development. The Borrower’s pro forma assumes funds from the U.S. Department of
Housing and Urban Development VASH (Veteran Affairs Supportive Housing) Voucher
Program with respect to 8 units.
The following table summarizes key elements of the cash flow:
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Assumptions
Vacancy
Rental Escalation
PBV (Project Based Voucher) Income
Operating Expense Escalation
Cash Flow and Coverage
Stabilized Net Income – First Full Year1
Expenses2
Estimated Net Operating Income
Bond Debt Service3
Bond Debt Service Coverage

5%
2.5%
2.0%
3.5%
$1,063,848
(472,959)
645,320
(559,971)
1.15x

Available Cash Flow
Partnership Management Fee
Asset Management Fee
Excess cash flow

$85,3349
(20,000)
(5,000)
$60,349

Deferred Developer Fee (50% of excess flow until paid)
Payment to Housing Commission

($30,175)
($30,175)

1

Net income consists of gross rent + PBV income + laundry/miscellaneous income (less 5% vacancy factor)
Expenses include replacement reserves, management fee and the Commission’s annual fee
3
Assumes an initial permanent Bond par of $9,860,236
2

The following table shows the Borrower’s projected cash flow for the Development
during the first full five years following stabilized occupancy:
Escalation
2.50%
2.00%
2.50%

Total Net Income

1
1,060,236
103,260
13,640
(58,857)
1,118,279

2
1,086,742
105,325
13,981
(60,302)
1,145,746

Year
3
1,113,910
107,432
14,331
(61,784)
1,173,889

4
1,141,758
109,580
14,689
(63,301)
1,202,726

5
1,170,302
111,772
15,056
(64,857)
1,232,274

Expenses
Operating Expenses
Management Fee
Real Estate Taxes
Replacement Reserve
Total Expenses + Reserves

(381,125)
(55,914)
(11,920)
(24,000)
(472,959)

(394,464)
(57,312)
(12,158)
(24,000)
(487,935)

(408,271)
(58,745)
(12,402)
(24,000)
(503,417)

(422,560)
(60,213)
(12,650)
(24,000)
(519,423)

(437,350)
(61,719)
(12,903)
(24,000)
(535,971)

645,320

657,811

670,472

683,303

696,303

(559,971)

(559,971)

(559,971)

(559,971)

(559,971)

1.15x

1.17x

1.20x

1.22x

1.24x

85,349
(5,000)
(20,000)

97,840
(5,150)
(20,600)

110,501
(5,305)
(21,218)

123,332
(5,464)
(21,855)

136,332
(5,628)
(22,510)

60,349

72,090

83,979

96,014

108,194

(30,175)
(30,175)

(36,045)
(36,045)

(41,989)
(41,989)

(48,007)
(48,007)

(54,097)
(54,097)

Revenues
Gross Scheduled Rent
PBV Income
Laundry
less 5% vacancy

3.50%
2.50%
2.00%
0%

Net Operating Income
Bond Debt Service
Bond Debt Service Coverage
Cash Flow after Debt Service
3.00% Asset Management Fee to Limited Partner
3.00% Partnership Management Fee to General Partner
Cash Flow Available for Distribution
Payment to SDHC
Deferred Developer Fee
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PUBLIC PURPOSE
The Bonds will result in the long-term affordability of 79 one-, two- and three-bedroom
units in the City of San Diego:
•
•
•
•

2 units will be restricted and affordable to households earning 30% AMI;
4 units will be restricted and affordable to households earning 40% AMI;
6 units will be restricted and affordable to households earning 50% AMI; and
67 units will be restricted and affordable to households earning 60% AMI.

The Development will provide housing opportunities for 8 homeless veterans families
using the Housing First approach.
The Bonds, Tax Credit Regulatory Agreements and Housing Commission’s Declaration
of Covenants and Restrictions will require that these affordability levels be maintained
for a period of 55 years.

BENEFITS AND RISKS TO THE COMMISSION
The Bonds provide a vehicle for financing a portion of the construction costs of the
Development. As proposed, the Bonds will result in the long-term affordability of 79
one-, two- and three-bedroom units in the City of San Diego with units restricted to the
income levels described in “Public Purpose” above.
The Bonds do not pose undue financial risk to the Housing Authority. The Bonds are not
a direct obligation of the Housing Authority or the City of San Diego. The Bonds
initially will be purchased by U.S. Bank and will be acquired by CCRC following
conversion. Both financial institutions have indicated their intention to hold the Bonds for
their own account. Approximately 47% of the initial principal amount of the Bonds is
expected to be repaid after construction and lease-up, with an estimated $9,860,236
remaining thereafter.
If the Housing Authority issues the Bonds, the Commission would receive, at closing, an
issuer fee of $44,297, equal to 0.25% times the initial par amount of the Bonds
($17,718,771 based on current projections). The Commission also would receive an
annual Bond monitoring fee of (a) $21,148 during construction and (b) $24,175 following
conversion (consisting of $11,850 for monitoring 79 affordable units at a fee of $150/unit
and a bond administration fee of $12,325 based on 0.125% of the permanent Bond
amount of $9,860,236).
Costs of issuance will be funded by the Borrower from the low income housing tax credit
funds and/or other funds of the Borrower. The Borrower has agreed to indemnify the
Housing Authority and Commission as to matters relating to the Bonds. However, the
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Borrower is a single purpose entity with no significant assets or sources of income other
than the Development and is generally not required to make up any cash flow shortfalls.

RECOMMENDATIONS
Ross Financial recommends that the Housing Authority proceed with the issuance of the
Bonds based on the following findings:
•

The Bonds will achieve a public purpose by providing 79 affordable units, with all
units restricted to income levels at 30%, 40%, 50% and 60% of AMI. In addition, the
Bonds will provide housing opportunities for 8 homeless veterans families using the
Housing First approach.

•

The Bonds will be purchased by well-established, highly capitalized banks that are
active in affordable housing lending. The Bonds will be subject to very restrictive
transfer limitations at all times.

•

The Borrower has agreed to indemnify the Housing Authority and the Commission
regarding matters relating to the financing. The Borrower will pay issuance costs
from sources other than Bond proceeds.

•

Based on estimates provided by the Borrower, there should be sufficient funds to
complete the Development and the Development provides adequate cash flow to
cover permanent Bond debt service.

If there is any additional information you require concerning the Development, Ross
Financial will be pleased to provide a supplemental analysis.
Very truly yours,

Peter J. Ross
Principal

