






















































 
 

 

 
November 2, 2007 
 
Mr. Peter Armstrong 
San Diego Housing Commission 
1122 Broadway, Suite 300 
San Diego, California  92101 
 
RE: Colina Park Apartments 
 
Dear Mr. Armstrong: 
 
The San Diego Housing Commission (the "Commission") has retained CSG Advisors, Inc. to 
analyze the feasibility of the proposed bond financing for Colina Park Apartments (the “Project”).  
Our findings are organized as follows: 
 

• Current Project Status and the Proposed Project. 
• The Proposed Financing. 
• Project’s Projected Financial Status. 
• Benefits and Risks to the Commission. 
• Public Purpose. 
• Negotiation of Additional Public Benefit. 
• Recommendations. 

 
CSG has based the analysis of the Project on documents provided by Levy Affiliated Holdings, LLC 
(the “Developer”), and on conversations with RBC Capital Markets (the Bond Purchaser) and 
Commission staff.  The documents examined included the Developer’s proposed financial schedules.  
CSG has not visited the site of the proposed Project. 
 
 
CURRENT PROJECT STATUS AND THE PROPOSED PROJECT 
 
The Current Project  
 
The Project is located at 4333 Dawson Avenue in the City Heights area of the City of San Diego.  
The Project currently consists of 64 units in two buildings on 1.06 acres.  The Project also includes 
a laundry room, sixty open parking spaces, four carports, a swimming pool and a recreation room. 
 
The units consist of the following mix: 

• 14 studio units; 
• 39 1-bdm units; and 
• 11 2-bdm units. 

 
The units currently have no income or rent restrictions. 
 
The Developer currently holds an exclusive option to purchase the property.  The Developer’s 
option period expires November 30, 2007. 
 
The Proposed Project  
 
The Developer proposes to rehabilitate the Project.  The acquisition and rehabilitation of the 
proposed Project will be financed by sources including the proceeds of the sale of private activity 
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tax-exempt bonds, equity from the syndication of Low Income Housing Tax Credits, deferred 
developer fee and equity from the General Partner. 
 
In order to qualify for the proposed funding sources, the Developer will be required to restrict 
income and rents to meet certain affordability requirements.  63 of the units will be so restricted.  
One unit will be an unrestricted manager’s unit.   The specific affordability restrictions are as 
follows: 
  

• 7 units @ 50% Area Median Income (“AMI”); 
• 56 units @ 60% AMI; and 
• 1 unrestricted manager’s unit. 

 
The affordability restrictions will be enforced by regulatory agreements associated with the tax-
exempt bonds (55-year restriction) and the Low Income Housing Tax Credit program (55 year 
restriction). 
 
The Developer indicates that a small number of households are over-income and will be offered 
financial incentives to relocate before the Project is placed in service. 
 
On July 10, 2007, the Authority approved a resolution indicating its official intent to issue bonds in 
the not-to-exceed amount of $5,000,000 for the Project.  The resolution also approved submittal of 
an application to the California Debt Limit Allocation Committee (CDLAC). 
 
The Housing Authority of the City of San Diego (the “Authority”) submitted a request for 
$4,500,000 in bond allocation to CDLAC.  On September 26, 2007, CDLAC approved an 
allocation in the requested amount to the Authority. 
 
 
THE PROPOSED FINANCING 
 
Financing Sources 
 
The Developer proposes to finance the acquisition and rehabilitation of the units with certain 
financing sources including the proceeds of the sale of private activity tax-exempt bonds and equity 
from the syndication of Low Income Housing Tax Credits.  The Developer’s projected construction 
and permanent financing sources are as follows: 
 

 Construction Period Permanent Period 

Bond Proceeds $4,500,000* $3,750,000 

General Partner 
Contribution 

$2,593,573 $1,640,476 

Deferred Developer Fee $801,925 $801,925 

Tax Credit Equity $334,365 $2,227,838 

Total $8,229,863 $8,420,239 

 *Current Developer projection of need. 
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Ownership 
 
The Project will be owned by Hamilton San Diego Apartments, L.P.  Hamilton San Diego 
Apartments, LLC, will serve as the general partner of the limited partnership.   The tax-credit 
investor limited partner will be WNC & Associates (or an affiliate). 
 
Bond Structure and Credit Enhancement 
 
The Developer proposes that the Authority issue up to $4,500,000 of tax-exempt bonds (the 
“Bonds”) to finance, in part, the acquisition and rehabilitation of the Project.  
 
The Bonds would be purchased on a private placement basis by RBC Capital Markets.  RBC will 
place the bonds in a custodial arrangement with a single large financial institution (such as a trustee 
bank) serving as custodian.  The custodian will create a limited partnership – as holder of the bonds 
– and RBC will place a letter of credit (credit enhancement) on the bonds (the bonds will also be 
rated at this level of ownership).  The custodian will then sell “participations” in denominations of 
no less than $250,000.  It is anticipated that the certificates will be rated “AAA/A-1+” based on the 
RBC letter of credit.  Eligible participants will be limited to sophisticated investors (qualified 
institutional buyers (QIBs) and accredited investors).  The participants will each be required to sign 
an investor letter attesting to their status as sophisticated investor. 
 
The $4,500,000 loan of bond proceeds will be available during construction to fund a portion of 
acquisition and rehabilitation costs.  At the completion of construction and upon satisfaction of 
certain requirements, $750,000 of the outstanding bonds will be redeemed.  The remaining 
outstanding bonds of $3,750,000 will “convert” to a permanent loan. 
 
The construction period bond loan would have a 36-month maximum term, although rehabilitation 
is expected to be complete within 12 months.  During the period prior to conversion, the Bonds will 
accrue interest at a fixed rate and will be subject to interest-only payments. 
 
The permanent period bond loan will have 35-year maturity after conversion with full amortization 
during that period. 
 
The construction and permanent loans will have the same interest rate.  The rate will be set before 
bond closing. 
 
Projected Issuance Date 
 
The Developer proposes that the Bonds be issued on or about November 29, 2007.  CDLAC has 
imposed an allocation expiration date of December 26, 2007.  The Developer has endeavored to 
cause the closing of the bond issue prior to November 30, 2007, which date marks the termination 
of its option to purchase the property. 
 
Commission Financial Involvement 
 
The Commission has no financial involvement in this transaction. 
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PROJECT’S PROJECTED FINANCIAL STATUS 
 
Under the proposed financing – according to information provided by the Developer – CSG 
estimates annual debt service on the senior loan of approximately $262,353.  According to 
preliminary information provided by the Developer and analysis by CSG, stabilized annual cash flow 
(before reserves) after construction and lease-up (including Issuer and estimated Trustee fees) would 
total approximately $61,763 at a debt coverage ratio (DCR) of 1.24.  Cash flow after reserves would 
total $45,563 (DCR @ 1.16). 
 
 
THE BENEFITS AND RISKS TO THE COMMISSION 
 
The proposed financing provides a vehicle for financing the acquisition and rehabilitation of the 
Project.  As proposed, the financing will result in the long-term affordability of 63 units in the City 
of San Diego.  
 
If the Authority issues the bonds, the Commission would receive a fee at bond closing of 0.23% of 
the issue amount ($10,350) and an annual fee, prior to conversion, equal to 0.23% of the original 
principal amount of the Bonds.   After conversion, the Commission would receive a fee equal to 
0.23% of the initial permanent bond amount ($8,625). 
 
 
PUBLIC PURPOSE 
 
The proposed financing will result in 63 housing units affordable to low-income households: 7 units 
will be restricted to households earning 50% of AMI or less; 56 units will be restricted to 
households earning 60% of AMI or less. 
 
The bond and tax credit regulatory agreements will require that 63 units are affordable at the above 
affordability levels for 55 years. 
 
NEGOTIATION OF ADDITIONAL PUBLIC BENEFIT 
 
Given the Commissions limited financial involvement in this transaction, negotiation of additional 
public benefit may not be necessary. 
  
RECOMMENDATIONS 
 
Based upon analysis of the available information, we recommend that the Commission approve 
moving forward with the proposed issuance.  Our recommendation is based upon the following: 
 

• The financing will assist in creating 63 affordable units in the City of San Diego with long-
term affordability covenants. 

 
• The Commission has received a tax-exempt bond allocation of $4,500,000 from CDLAC for 

the Project. 
 

• The Commission is not providing additional financing for the Project. 
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• RBC Capital Markets is currently underwriting the Project. 
 

• The Developer has selected a tax credit equity investor that is also currently underwriting 
the Project. 

 
• The Commission will not be responsible for costs of issuance.  The Commission, assuming 

the anticipated maximum loan amount, will receive an up front fee of $10,350, an annual fee 
during construction of $10,350, and a long-term annual fee of approximately $8,625. 

 
Contingent Items 
 
The Commission may choose to move forward with the financing subject to the following 
contingencies: 
 

• RBC Capital Markets must complete its underwriting for the Project and issue its final 
commitment.  The Bonds cannot be issued without this commitment. 

 
• WNC must complete the underwriting for its contribution of low-income housing tax credit 

equity. 
 

• Final bond documents and an approving resolution must be approved by the Authority 
before the Bonds can be issued. 

 
 
Should you require any further information or would like to discuss the Project or the proposed 
financing in additional detail, please do not hesitate to contact me. 
 
Sincerely, 
CSG Advisors 

 
John Hamilton 



Exhibit A

Colina Park Apartments date of rev: 11/2/07

Long-Term Bond Loan 

Tax Exempt
Principal Amount 1 3,750,000$         
Mortgage Rate1 6.190%
Amortization Term 35
Underwriting Monthly Debt Service 21,863$              
Underwriting Annual Debt Service 262,353$            

1 Source: Preliminary estimates from the Developer

Post Financing Operations Analysis1

Income
Gross Rental Income 572,064$            
Other Income 9,216$                
Gross Potential Income 581,280$            

Vacancy Collection Loss 5% (29,064)               
Effective Gross Income 552,216$            

Expenses
Total Expenses (217,600)$           
Property Taxes -$                    
Issuer Fee2 0.23% (8,625)$               
Trustee Fee3 0.05% (1,875)$               

Net Operating Income 324,116$            

 Required Debt Service
Senior

Bond Loan (262,353)$           
DCR 1.24                    

Subordinate
na -$                    

Total Debt Service (262,353)$           

Cash Flow before Reserves 61,763$              

Debt Coverage Ratio Before Reserves 1.24                    

Reserves (19,200)$             

Cash Flow After Reserves 42,563$              

Overall Debt Coverage Ratio (DCR) 1.16                    

1 Source: Preliminary Developer Projections
2 Of the permanent principal amount  
3 Estimate.

Colina  Analysis.xls



Exhibit A

Colina Park Apartments Permanent Sources and Uses of Funds 1

Sources
Tax Exempt Bond Loan 3,750,000$         
Tax Credit Equity 2,227,838$         
GP Equity 1,640,476$         
Deferred Developer Fee 801,925$            
Total Sources 8,420,239$         

Uses
Land and Acquisition Costs 5,100,000$         
Rehabilitation Costs 1,459,200$         
Construction Contingency 64,000$              
Developer Fee 801,925$            
Operating Reserve 308,777$            
Other Hard and Soft Costs 686,337$            
Total Uses 8,420,239$         

Surplus(Deficit) -$                    

1Source: Information provided by the Developer and RBC

Colina  Analysis.xls










