SAN DIEGO

HOUSING

COMMISSION

DATE ISSUED: March 14, 2011 REPORT NO: HAR 11-012

ATTENTION: Members of the Housing Authority of the City of San Diego
For the Agenda of Apnil 19, 2011

SUBJECT: Final Bond Authorization for Sorrento Tower Apartments

COUNCIL DISTRICT: 6

REQUESTED ACTION:

Take the final step to authorize the issuance of Housing Authority of the City of San Diego (“Housing

Authority”) mortgage revenue bonds to fund the acquisition and rehabilitation of the Sorrento Tower
Apartments.

STAFF RECOMMENDATION:

Recommend that the Housing Authority authorize the issuance of up to $14,500,000 in multifamily
housing revenue bonds to fund the acquisition and rehabilitation of the 198-unit Sorrento Tower
Apartments, located at 2875 Cowley Way, by Sorrento Tower Housing Partners, L.P.

NOTE: This item received unanimous approval at the March 18, 2011 Housing Commission meeting.

SUMMARY:

The Project

Sorrento Tower is an existing 198-unit senior housing development located at 2875 Cowley Way in the
Clairemont community of San Diego. The development was built in 1976 and consists of one 14-story
building and 41 parking spaces on 1.3 acres. Sorrento Tower contains 120 studios (approximately 420
square feet) and 68 one-bedroom units (approximately 610 square feet). Amenities include two elevators, a
recreation/library room, a bingo room, a billiard room, and a management office. See Attachment 1 fora
location map.

The seller of Sorrento Tower is Anderson Foundation, a non-profit organization. The property was
originally developed under the U.S. Department of Housing and Urban Development’s (HUD) Section
236(j) and 202 programs. HUD’s 236 program provided low-interest financing in exchange for Use
Agreements that limited rents to affordable levels for 40 years. At year 20, the program permitted
owners to prepay the remainder of the 40-year federally assisted mortgage after which the HUD
restrictions no longer applied. These properties could then be converted to market rate rental housing,
potentially displacing low-income tenants. These properties have been labeled “at-risk” because of the
expiring federal assistance.

In 1997, the owner of Sorrento Tower, Sorrento Tower Housing Partner, could have pre-paid the HUD
236 loan and been released from the restrictions, but instead took advantage of incentives offered by
HUD and have since been renewing the Section 8 contract with HUD on an annual basis. Sorrento
Tower Housing Partner’s participation will ensure that the Section 8 rents will be preserved and
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extended for an additional 20 years. The Bond and Tax Credit financing will provi.de affordability for
fifty-five years. '

Due to the age of the property (35 years old), it is in need of rehabilitation to extend its useful life. As
part of the proposed transaction, approximately $30,000 per unit will be invested in the property to
achieve this goal. Improvements will include replacing unit and common area windows, plumbing and
electrical repairs, roof replacement, exterior stucco repair, interior and exterior painting, new carpets and
window coverings, replacing kitchen and bathroom cabinets and countertops, road and sidewalk
improvements, and landscape upgrades.

Affordable Housing

Affordable housing developments that are at-risk of conversion in the City of San Diego have been
identified in the City’s Housing Element as a high priority for preservation, with the highest priority
given to properties with restrictions expiring in five year or less. Sorrento Tower is one of those listed
projects.

To minimize the loss of affordable housing, the City has developed a preservation program that
encourages the collaboration of nonprofits, for-profits, and local government and identifies federal, state
and local financial resources, including bonds and tax credits.

Currently, all 198 units are rented at $335; 165 of the units are Section 8 units. Under the proposed
bond financing, Sorrento Tower would restrict 30 percent of its units (60 units) at 50 percent Area
Median Income (“AMI™) ($33.050 for a two-person household), and 70 percent of the units (137 units)
restricted at 60 percent AMI ($39,660 for a two-person household).  As part of the proposed transaction,
the applicant is requesting a budget based rent increase from HUD for the 165 Section 8 units; rents for
these units will increase to 60 percent AMI; however the tenants will continue to pay no more than 30
percent of their income towards rent with the difference subsidized through the HUD Section 8 Housing
Assistance Payment contract. Rents for the remaining 32 units will stay at $335 and will be adjusted to
50 percent and 60 percent of AMI upon turnover. The minimum term of affordability under the bond
program is 15 years; the four percent tax credit program requires affordable rents for a period of 30
years, and the HUD Section 8 Housing Assistance Payments (“HAP”) Contract will apply to the project
for 20 years. Sorrento Tower Housing Partners, LP proposes to provide affordability for fifty-five years.

The following are the proposed rents post rehabilitation and post turnover:

Unit Number Restricted Rent
Type AMI of Units (no tenant paid utilities)
Studio HAP 50% AMI 31 $687
Studio 50% AMI 8 5335
Studio HAP 60% AMI 91 $810
One Bedroom [ Bath 50% AMI 21 $335
One Bedroom 1 Bath . 60% AMI 3 $335
One Bedroom 1 Bath HAP 60% AMI 43 $833
Manager’s Unit — 2 Br 1 Bath 1 : 3
Total . W
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Development Team

The ownership entity for the project will be Sorrento Tower Housing Partners, LP, a California limited
partnership consisting of 1) Sorrento Tower Development, LLC, serving as the administrative general
partner, 2) Hearthstone Housing Foundation, a California non-profit, serving as the managing general
partner, and 3) Boston Capital, the tax credit investor limited partner.

Sorrento Tower Development, LLC is comprised of C&C Development Group, LLC; DAL
Development, LLC; and Cowley Partners, LLC.

Principals at C&C Development Group are Casey Haeling and Colin Rice. Mr. Rice and Mr.
Haeling, in combination, have worked on 15 affordable housing transactions. Their most recent
transactions have included their work with The Amerland Group on four San Diego projects:

1. In 2009, the acquisition and rehabilitation of the 76-unit Golden Age Apartments located
at 740 South 36" Street;
In 2009, the acquisition of the 60-unit Olivewood Apartments located at 2255 55" Street;
In 2008, the acquisition and rehabilitation of Bay Vista, a 268-unit development located
at 4888 Logan Avenue; and

4. In 2001, the acquisition and rehabilitation of the 170-unit Bella Vista Apartments located

at 4742 Solola Avenue.

Mr. Haeling and Mr. Rice previously worked for the development division of The Amerland

Group (“Amerland”) and held the titles of Director of Acquisitions and Vice President of

Acquisitions, respectively. They no longer are employed by The Amerland Group and The

Amerland Group is not a party to the Sorrento Tower transaction nor will they have an

ownership interest in Sorrento Tower.
Assisting in the acquisition and development of the project is DAL Development, LLC (*"DAL™). a
for-profit housing developer. DAL is a Carlsbad-based company founded in 2003 by David
Beacham. Mr. Beacham has developed or consulted on over 90 projects including almost 7,000
affordable housing units since 2003. He is a general partner of ten affordable housing
partnerships and owns interests in thirty properties totaling 1,184 units across the western United
States. His expertise i1s with the acquisition and rehabilitation of existing low-income housing
projects that are or will be financed by tax-exempt bonds, tax credits, USDA 515, 521 and 538
funds, HUD 221, 223 and 236 loans and HUD Section 8 HAP Contracts. Prior to 2003, Mr.
Beacham worked for four years at the San Francisco office of Novogradac & Company LLP, a
national certified public accounting and consulting firm. This will be the first project that DAL
develops in San Diego.
Greg Cartwright and Julius Paeske are members of Cowley Partners, LLC. Mr. Cartwright and
Mr. Paeske are current principals of Commercial Facilities, Inc., the current property manager of
Sorrento Tower Apartments. They will continue to provide property management services at the
site.

[US T 0 ]

Hearthstone Housing Foundation (“Hearthstone™) will serve as the managing general partner and will
provide supportive services to the residents. Hearthstone is a nonprofit organization formed in 1991.
Hearthstone currently provides services to Hillside Apartments in San Diego, Teresina Gardens in Chula
Vista, and Spring Villa Apartments in Spring Valley. They also provide services to multiple properties
throughout California, Washington, and Oregon.
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An organization chart and Developer Disclosure Statements for C&C Development Group, DAL
Development, Cowley Partners, and Hearthstone Housing Foundation are included as Attachment 2.

Financing Structure

The total development cost of the project is estimated to be approximately $19,285,800. Permanent
financing sources include housing revenue bonds, tax credit equity, income from operations during
rehabilitation, and a deferred developer fee.

Permanent financing sources are summarized in the following table:

Permanent Financing Sources

Housing Revenue Bonds $13,600,000
4 % Tax Credits $5,105,600
Income from Operations $128,600
Deferred Developer Fee $451,600
Total $19,285,800

Public Disclosure and Bond Authorization

The bonds will be sold through a public offering with Citigroup Global Markets Inc. acting as the
underwriter. The bonds will be credit enhanced by Freddie Mac and are expected to be rated AAA by
Standard and Poor’s.

The following documents will be executed on behalf of the Housing Authority: Official Statement,
Trust Indenture, Financing Agreement, Regulatory Agreement, Intercreditor Agreement, and a Bond
Purchase Agreement. At the time of docketing, all 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.

An Official Statement in preliminary form will be used to market the bonds to investors. The official
statement will contain limited information about the Housing Authority as the issuer. This information
verifies that the Housing Authority is an appropriate issuer of the bonds and that there is no existing or
threatened litigation that would jeopardize the validity of the bonds. Financial statements of the
Housing Commission or Housing Authority are not included in the Official Statement. Furthermore, 1t
is necessary for members of the Housing Authority to disclose any knowledge not available to the
general public, about the feasibility of the project. Attachment 3 contains the language regarding the
Housing Authority that will be used in the Official Statement.

The bonds will be issued pursuant to a Trust Indenture between the Housing Authority and the trustee
(The Bank of New York Mellon). Based upon instructions contained in the Trust Indenture, the trustee
will disburse bond proceeds for eligible costs, collect project revenues and make payments to
bondholders, and hold collateral to secure payment of the bonds. '
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Under the terms of the Financing Agreement, the Housing Authority will loan the proceeds of the bonds
to the borrower in order to acquire and rehabilitate the project. The Financing 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.

The Regulatory Agreement will be recorded against the property in order 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.

The Bond Purchase Agreement outlines the terms under which the Housing Authority will issue and the
underwriter will purchase the bonds. The Bond Purchase Agreement is executed and delivered by the
Housing Authority, the borrower, and the underwriter,

The Intercreditor Agreement outlines the respective rights of the trustee on behalf of the Housing
Authority, Citibank N.A. as construction lender, and Freddie Mac in the event the Borrower defaults on
any of its obligations associated with the bond financing. In the event of a default, Freddie Mac will
have principal control and enforcement rights.

Since the bonds will not be repaid using any City or Housing Authority revenues, it is not appropriate to
provide any information about the City’s finances. For a summary of the Housing Commission’s
Multifamily Bond Program and actions that must be taken by the Housing Authority and by the City
Council to initiate and finalize bond financings, please sce Attachment 4.

Staff has been working with CSG Advisors, the Housing Commission’s Financial Advisor, to perform
due diligence concerning the proposed financing and to formulate a recommendation for the Housing
Authority. After evaluating the terms of the proposed financing and the public benefits to be achieved,
it is the Financial Advisor’s recommendation that the bond issuance for the project be authorized. The
Financial Advisor’s analysis and recommendation to proceed is included as Attachment 5.

Staff is also working with the City’s Disclosure Practices Working Group to assure that the issuance of
Housing Authority bonds is in conformance with the City’s disclosure requirements.

FISCAL CONSIDERATIONS:

There are no fiscal impacts to the Housing Commission, City of San Diego, or Housing Authority
associated with the requested action. The bonds will not constitute a debt of the City of San Diego.
Netther the faith and credit nor the taxing power of the City or the Housing Authority would be pledged
to the payment of the bonds; security for repayment of the bonds will be limited to the value of the
property and its revenue sources. All costs of the financing, including compensation for staff efforts in
preparing the bonds, will be borne by the project owner. The Housing Commission's issuer fee under
the financing will be approximately $33,350 (0.23 percent of the bond amount).

PREVIOUS COUNCIL and/cr COMMITTEE ACTION:

This item was heard by the Housing Commission Board at the Regular Meeting of March 18, 2011 and
approved unanimously On October 19, 2010, the Housing Authority and City Council approved
preliminary bond items for the project.
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COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:
The Sorrento Tower project was presented to the Clairemont Community Planning Group on September
21, 2010. The Group was supportive of the development.

KEY STAKEHOLDERS AND PROJECTED IMPACTS:

The residents of Sorrento Tower are stakeholders. The seller of the property is the Anderson

Foundation, a non-profit organization. DAL Development LLC will assist C&C Development with the
acquisition and rehabilitation the project. Hearthstone Housing Foundation will be the managing

general partner and Cowley Partners, LLC will be a member of the partnership and will perform

property management services. Boston Capital is the tax credit investor, Citibank NA is the underwriter,
and Freddie Mac will provide credit enhancement for the financing.

ENVIRONMENTAL REVIEW:

This project is categorically excluded from the requirements of the National Environmental Policy Act
pursuant to the applicable provisions of 24 CFR Part 58.35(a)(3)(i1). The project is also categorically
exempt from the provisions of the California Environment Quality Act (CEQA) pursuant to section
15301 (existing facilities) of the State CEQA guidelines.

Respectfully submitted,

@?WL Z K%w 4% / ‘

Ann E. Kern Carrol M. Vaughan

Bond Project Manager Executive Vice President &
Real Estate Department Chief Operating Officer
Attachments:

1. Location Map

2. Disclosure Statements (C&C Development; DAL Development; Cowley
Partners, and Hearthstone Housing Foundation)*

3. Housing Authority Disclosure Summary

4. Multifamily Bond Program Summary

5. Fmancial Advisor’s Analysis

* Hard copies are available for review during business hours 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
on the San Diego Housing Commission website at www.sdhc.org.



ATTACHMENT 1

Address 2875 Cowley Way
San Diego, CA 82117

sale maps

i L

e Roen

Ty
Pk




NTS

APARTME

2875 Cowley Way

SORRENTO TOWER



ATTACHMENT 2

%6666
3R POLILTT (I

jendes uojsog
J0}SIAU] HPAIT XB L

Kaadorj

S6ii01
Busm

YeST00°
40 Busfeunyy

%y

JOQUIDTA

Y] ‘SI0ULIB] AD[MO])

i

v

dryssouyied poyrwn] eIuIojIfE
g {g7] fsasupIe g SUISNOL] MO ] 0JUdEI0G

-3

UOIIBPUIG
Suisnoyy suoISYIRIY

SEt00’
UL, [BIRISOY-0)

Awedwios AJIQEI] PV BHLIOM R B
1T GuaurdooAs(] M0 ] 61ULI0g

&

%07
DGR

O urwdopAs Tva

h

13U}

3

Yo

sofousiy pug RGUERIA

AT ‘dnoasy yusmdopasg D

EERTILEIAY

ISRy snnp

%085 EAe
IaguIsy DG
YSuMIB Saun)

WBIEI] Y

W EIEIE] PLak(]

LAVHD) TVNOILVZINVOE(
T SSUANLEVE ONISNOH HIAMO ], OLNFHHOS

E S |-
%0¢ %05
IR A mIeuep] P IOqUSIY
11 usmdofeadgy T wmdojsasg
a1eIsH B Uy Junasyy
x5 &
UEATN HOY I 2108
3N WO} w Juppoegy Lasey




&% SanDiego
h 4 HOUSENGgCGMMESSEGN

Real Estate Department

DEVELOPER'S STATEMENT FOR PUBLIC DISCLOSURE
(add exira sheets if you need more space)

L. Name of developer:
C&C Development Group, LLC

2. Address, phone number and ZIP Code:
610 Catalina Blvd -
San Diego, CA 92106

Lt

IRS Number of Developer:
27-3480105

4. If the developer is not an individual doing business under his own name, the developer
has the status indicated below and is organized or operating under the laws of California
as:

X A corporation

___A nenprofit or chariteble institution or corporation

A partnership known as:

A business association or a joint venture known as

___A Federal, State or local government or instrumentality thereof,

Other (explain)

5 If the developer is not an individual or a government agency or instrumentality, give date
of organization: June 15, 2010
6. Names, addresses, phone numbers, title of position (if any) and nature and extent of the

interest of the officers and principal members, shareholders, and investors of the
developer, other than a government agency or instrumentality, are set forth as follows:

a. If the developer is a corporation, the officers, directors or trustees, and each
stockholder owning more than 10% of any class of stock.

1122 Broadway «+ Suite 30G » San Diego CA 92101 - V. 818.578.7566 - F, 618.578.7386 » www.sdho.org
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b

If' the developer is a nonprofit or charitable institution or corporation, the
members who constitute the board of trustees or board of directors or similar
governing body.

If the developer is a partnership, each partner, whether a general or limited
partner, and either the percent of interest or a description of the character and
extent of interest.

If' the developer is a business association or a joint venture, cach participant and
either the percent of interest or a description of the characier and extent of
mnterest.

Haeling Development, LLC (50%) as Member

CR Real Estate Development, LLC (50%) as Member

If the developer is some other entity, the officers, the members of the governing
body, and each person who has an interest of more than 10%.

Position Title (if any)} and percent of
interest or description of character

Name. Address & Zip Code Phone Number and extent of interest

7. Name, address and nature and extent of interest of each person or entity (not named in
response to Item 6) who has a beneficial interest in any of the shareholders or investors
named in response to ltem 6 which gives such person or entity more than a computed
10% inferest in the developer (for example, more than 20% of the stock in a corporation
which holds 50% of the stock of the developer; or more than 50% of the stock in a
corporation which holds 20% of the stock of the developer):

Name, Address and Description of character and
Zip Code extent of interest
Casey Haeling Sole Member of Haeling Development, LLC
610 Catalina Blvd
San Diego, CA 92104
Colin Rice Sole Member of CR Real Estaie, LLC
610 Catalina Blvd

San Diego, CA 92106
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8.

10.

,_.L
3]

Names (if not given above) of officers and directors or trustees of any corporation or firm
listed under ltem 6 or Item 7 above:

Is the developer a subsidiary of or affiliated with any other corporation or corporations or
any other firm or firms? If yes, list each such corporation or firm by name and address,
specify its relationship to the developer, and identify the officers and directors or trustees
common to the developer and such other corporation or firm.

If funds for the development are to be obtained from sources other than the developer's
own funds, a statement of the developer’s plan for financing the development:
We will be utilizing tax exempt bonds and 4% tax credits in order to acquire the property.

The lender on the deal will be Citl Group and the 1ax credit investor is likely to be Boston
Capital,

Sources and amount of cash available to developer to meet equity requirements of the
proposed undertaking:
a. In banks:

Name, Address and ZIP Code of Bank $ Amount

h. By loans from affiliated or associated corporations or firms:

Name, Address and ZIP Code of Source $ Amount

c. By sale of readily salable assets:
Description Market Value Mortgages or Liens

MName ana addresses of bank references:

First Republic Bank
12626 High Bluff Drive
San Diego, CA 92130-2074
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I3,

14,

I5.

(858) 258-2765

Has the developer or any of the developer's officers or principal members, shareholders
or investors, or other interested parties filed a bankruptey or receivership case or had a
bankruptey or receivership action commenced against them, defauited on a loan, or been
foreclosed against within the past 10 years? Yes ~ No X

If yes, give date, place, and under what name.

Has the developer or anyone referred to above as “principals of the developer” been
indicted for or convicted of any felony within the past 20 years? Yes No X

If ves, give for each case (1) date, (2} charge, {3) place, (4) Court, and (5} action taken.
Attach any explanation deemed necessary.

Undertakings, comparable to the proposed project, which have been completed by the
developer including identification and brief description of each project and date of
completion: See Attached '

If the developer or a parent corporation, a subsidiary, an affiliate, or a principal of the
developer is to participate in the development as a construction contractor or builder:

a. Name and address of such contractor or builder:

b. Has such contractor or builder within the last 10 years ever failed to qualifv as a
responsible bidder, refused to enter into a contract after an award has been made,
or failed to complete a construction or development contract? Yes ~ No

If yes, explain:

Total amount of construction or development work performed by such contractor
or builder during the last three vears: §

o

Creneral description of such work:

d. Construction contracts or developments now being performed by such contractor
or builder:

Identification of Date to be
Contract or Development Location Amount Completed
e. Qutstanding construction-contract bids of such contractor or builder:

Awarding Agency Amount Date Onened
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17.

18.

19.

Brief statement respecting equipment, experience, financial capacity, and other resources
available to such contractor or builder for the performance of the work involved in the
proposed project, specifying particularly the qualifications of the personnel, the nature of
the equipment, and the general experience of the contractor:

Does any member of the governing body of the San Diego Housing Commission, 1o
which the accompanying proposal is being made, or any officer or employee of the San
Diego Housing Commission who exercises any functions or responsibilities in connection
with the carrying out of the project covered by the developer's proposal, have any direct
or indirect personal financial interest in the developer or in the proposed contractor?
Yes ~~~ No X

If yes, explain,

Statements and other evidence of the developer's qualifications and financial
responsibility {(other than the financial statement referred to in Item 10) are attached
hereto and hereby made a pari hereof as follows:
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CERTIFICATION

We Casey Haeling and Colin Rice certify that this Developer's Statement for Public
Disclosure and the attached evidence of the developer's qualifications and financial
responsibility, including fnancial statements, are true and correct o the best of my (our)
knowledge and belief.

Date: 9-17-10

e

Signature Signature

Title: Partner Title: Partner

Address & ZiP Code




Colir Rice :
C&C Development Group, LLC

Affordable Housing Experience

C&C Development Group, LLC San Diego, CA

Partner June 2010 - Present
Company formed with partner Casey Haeling to own and develop multi-family affordable
housing.

CR Real Estate Development, LLC San Diego, CA
Sole Member January 2008 - Present
CR Real Estate Development was formed to own and develop affordable housing. CR Real
Estate Development helped The Amerland Group develop the following properties and has
partial interest in two of these properiies.

Sea Brecze Gardens - 268 Units
Ownership Interest: 10%
Program: HUD & LIHTC

4302 Logan Avenue

San Dego, CA 92113

Olivewood Gardens Apariments - 60-unit
Ownership Interest: 20%

Program: Income and Age Restricted

2855 55th Street

San Diego, CA

Golden Age Garden - 70 Unfig
Program: Senior, HUD & LiHTC
740 South 36th Street

San Biego, CA 92110



Casey Haeling
C&C Development Group, LLOC

Affordable Housing Experience

C&C Development Group, LLC c San Diege, CA
Managing Partner ' ' June 2010 - Present
Company formed with partner Colin Rice to own and develop multi-family affordable housing.

Haeling Development, LLC San Diego, CA
Sole Member April 2008 - Present

Haeling Development was formed to own and develop affordable housing, Under Haeling
Development I own and helped develop the following properties,

Golden Age Garden - 70 Units
Ownership Interest: 5%
Program: Senior, HUD & LIHTC
740 South 36th Street

San Diego, CA 92110

PRH Incorporated San Diego, CA
Sole Member August 2006 - Mavch 2008
Consultant to the Amerland Group in the development of the follwing deals.

Sea Breeze Gardens - 268 Units
Program: HUD & LIHTC

4802 Logan Avenue

San Diego, CA 92113

Argonaut &

E} Tovar Apartments - 84 Units
Program: Senior, HUD & LIHTC
233 B, Colfax Ave & 1515 Grant 8
Denver, Coloradoe BO203

The Drehmoor - 75 Units
Program: Senior, HUD & LIHTC
215 East 19th Avenue

Bienver, Colorado 80203



Hendricks & Partners San Diego, CA
Associate Advisor July 2001 — August 2006
While working at Hendricks & Partners as a multi-family housing broker, | helped the Amerland
Group in the acquisition of 8 affordable housing transactions located in California and New
Mexico. :
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Real Estate Department

DEVELOPER'S STATEMENT FOR PUBLIC DISCLOSURE
(add extra sheets if you need more space}

1. Name of developer: DAL Development, LLC

2, Address, phone number and ZIP Code: 8003 Sitio Caucho, Carlsbad, CA 92009

3. IRS Number of Developer: 20-1842367

4. If the developer is not an individual doing business under his own name, the developer
has the status indicated below and is organized or operating under the laws of California

a8l

A corporation
A nonprofit or charitable institution or corporation

X A partnership known as: DAL Development, LLC

A business association or a joint venfire known as

A Federal, State or local government or instromentality thereof.

Gther (explain}

3. If the developer is not an individual or & government agency or instrumentality, give date
of organization: 10/13/2004
6. Names, addresses, phone numbers, titte of position (if any) and nature and extent of the

interest of the officers and principal members, shareholders, and investors of the
developer, other than a government agency or instrumentality, ave set forth as follows:

&. If the developer is a corporation, the officers, directors or trustees, and each
stockholder owning more than 10% of any class of stock. N/A

b. If the developer is a nonprofit or charitable institution or corporstion, the
members who constitute the hoard of trustees or board of directors or similar
governing body. N/A.

c. If the developer is a partnership, each paritné:r, whether a general or limifed
partner, and either the percent of interest or & description of the character and
extent of imtersst. 49% David A. Beacham as manager and member and 51%
Alice L. Blash-Beacham as member

1122 Broadway « Suite 300 » San Diego CA 92101 » V. 619.578.7556 « F. 619.578.7358 « www.schc.org



Develeoper Disclosure Statement Page 2

16,

d. 1f the developer is a business association or a joint venture, each participant and
either the percent of interest or a description of the character and extent of
inferest. N/A

e. if the developer is some other entity, the officers, the members of the governing
bady, and each person who has an interest of more than 10%. N/A

Position Title (if any) and percent of
interest or description of character

Name, Address & Fip Code Phone Mumber and extent of interest

Name, address and nature and extent of interest of each person or entity (not named in
response to Item 6) who has a beneficial interest in any of the shareholders or investors
named in response to tem 6 which gives such person or entity more than a computed
10% interest in the developer (for example, more than 20% of the stock in a corperation
which holds 50% of the stock of the developer; or more than 50% of the stock in a
corporation which helds 20% of the stock of the developer):

Name, Address and Description of character and
Zip Code extent of interest

Names (if not given above) of officers and directors or trustess of any corporation or firm
listed under ltem 6 or Item 7 above: W/A

Is the developer a subsidiary of or affiliated with any other corporation or corporstions or
any other firm or firms? If yes, list each such corporation or firm by narne and address,
specify its relationship to the developer, and identify the officers and direciors or trustees
common 1o the developer and such other corporation or frm. N/A

If funds for the development are to be obtained from sowrces other than the developer's
own funds, a statement of the developer’s plan for financing the development:

We will be utilizing tax szempt bonds and 4% tax cradits in order to avquire the property.”
The lender on the deal will be either PNC or Citibank the tax credit investor will be Red
Capital.
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il

14.

[

LA

Sources and amount of cash available to developer to meet equity requirements of the
proposed undertaking:

Necessary amount of Developer Fee will be deferred into the deal. No other equity
reguired.

a. I barnks;

Name. Address and ZIP Code of Bank § Amount
b. By loans from affilisted or ésmﬂi"ted corporations or firms:

Name, Address and ZIP Code of Source $ Amount

c. By sale of readily salable assets:
Prescniption Market Value Mortgapes or Lieng

Wame and addresses of bank references:

Wells Fargo Bank

276 N El Caminc Real
Encinitas CA

(760) 942-9796

Accounts for DAL Development Business Checking and Investing

Has the developer or any of the developer's officers or principal members, shareholders
or investors, or other interested partics filed a bankrupicy or receivership case or had a
bankruptcy or receivership action commenced against them, defavlted on a loan, or been
foreclosed against within the past 10 years? Yes  No _X

If ves, give date, place, and wnder what name.

Has the developer or anyone referred to above as “principals of the developer” been
indicted for or convicied of any felony within the past 20 years? Yes NeX

If yes, give for each case (1} date, (2) charge, (3) place, (4} Court, and (5} action taken.
ttach eny explanation deemed necessary.

Undertakings, comparable fo the proposed project, which have heen completed by the
developer incinding identification and brief description of each project and date of
completion:

See attached.
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16.

i7.

18.

1.

If the developer or a parent corporation, a subsidiary, an affiliate, or a principal of the

developer is to participate in the development as a construction confractar or builder:
N/A

4. Name and address of such contractor oy builder:

b, Has such contractor or builder within the last 10 vears ever failed to qualify as a
responsible bidder, refused to enter Into a contract after an award has been made,
or failed to complete a construction or development contract? Yes No

If yes, explain:

<. Total amount of construction or development work performed by such contractor
or builder during the last three years: $

General description of such work:

d. Coongiruction confracts or developments now being performed by such contractor
or builder:

Tdentification of Date to be

Contract or Developrent Location Amount Completed

£ Outstanding construction-contract bids of such contractor or builder:
Awarding Agency Amount Date Opened

Brief statement respecting equipment, experience, financial capacity, and other resources
available to such contractor or builder for the performance of the work involved in the
proposed project, specifying particularly the gualifications of the personnel, the nature of
the equipment, and the general experience of the confracior:

Resume of Contractor Attached

Does any member of the governing body of the San Diego Housing Commission, o
which the accompanying proposal is being made, or any officer or employee of the San
Diego Housing Commission whe exercises any functions or respon sibilities in connection
with the carrying ot of the project covered by the doveloper's proposel, have any direct
or indirect personal financial interest in the developer or in the proposed contractor?
Yes No X

If ves, explain.

Statemnents and ofher evidence of the developer's qualifications and financial
responsibility {other than the financial statement referred to in Kem 10) are attached
hereto and hersby made a part hereof as follows:
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CERTIFICATION

I, David A. Beacham, certify that this Developer's Statement for Public Disclosure and
the attached evidence of the develaper's qualifications and financial responsibility, including
financial statements, are true and correct to the best of my (our) knowledge and belief.

Date: /} Y ;Lﬂf g

[

Signature

@5

Title: Mowastyfsompie

Dnw Devicoprmacy ?z,ui

Address & ZIP Code




DAL Development, LLC

Project List - Developed and Cwned

June, 2030
TEMAMNT
PROJECT NAME LOCATION STATE UNITS POPULATION EQUATY
Piacer West Rocklin, CA A 44 Family ARRA
Moonlight Dixorn, CA CA 56 Family ARAA
Chaparral Kingmar:, AZ AZ 20 Senlor UHTC
Clonarron Kingrnan, AZ AZ 40 Family LIHTC
Lynx Cresk Prescott Valtey, AZ AZ 26 Farmnily HTC
Navapai Prescott Vallay, AZ AZ 28 Farnily LIHTE
Calexicn Catexico, CA A 35 Farnfty UHTE
Heber Haber, TA for: 24 Family LHTC
Niland village Niland, CA CA 38 Family LIHTE
Meadow Park Marysvitle, WA WA, 45 Senfor LIHTC
Montclaie Granite Falls, WA WA ) Senjor LINTEC
Whitehorse Darringtan, WA WA 20 Senior LtHTC
Mountain View Sequim, WA WA 72 Farnity LIHTC
Hancock Tarrace Fort Townsand, Wa WA 24 Farnlly LHFC
Bayview Stanwond, WA WA 30 Senior LT
Claridge Court Bort Townsend, WA WA 44 Senior LIHYEC
Harborview Anacories, WA WA 32 Farnity LIHTE
Parkview Spoltang, WA Wa &3 Family EIHTC
Sunset Sireet Rocklin, CA CA 104 Farmily LIHTC
Huron Plaza Hurom, TA A 64 Family LIHTC
Murdock Court Sedro Woaley, WA WA 24 Family LIHTC
Lz Venture Village Mount Vermon, WA WA 30 Family LMY
Saratoga Terracy Langiey, WA WA 24 Famnily LHYE
Madrona valiey Caoupevilie, WA WA Z Family LIHTC
Brindlewood Centraliz, WA WA 68 Family BT
Pheasant Hill Topperdsh, W5 WA 50 Family LMTE
Rivergrove Battle Ground, WA Wh 36 Farmity LWTE
kedondo Westmorland, CA CA 36 Family LIHTE
Redondo i Westmoriznd, CA CA 3z Family LIHTE
Cottonwood Creek Calipatria, CA LA 3z Family LIATE
Adi Projects

SUMMARY Units Proecks
All Projects Shown 1,184 30
All Clased Projects 1,184 30

Closed Bond Prolects 1,184 30

Closed Preservation Projacts 1,184 a0



DAL Development, Li.C

Consuftant Project List

Jung, 2018
TENANT
PROJECT MAME LOCATION URITS DATE CLHOSED POPULATION EQUITY
Desent Gak Maojave, CA 42 03/10 Family ARRA
Hudson Park | Shafrer, CA 42 03/10 Family ARRA,
Hudson Park it Shafter, CA 42 03/10 Family ARRA
Desert View Adelanio, CA 30 01/10 Family ARRA
Creekside Temeculs, CA 49 21/10 Family ARRA
San Jacimio Senior San lacinto, CA 46 qi/i0 Seniar BREA
Case Linda Shver City, NM 40 12/09 Family LT
S3ga Gallup, NM a4 12708 Family UM
Rip Abajo Truth or Consequences, NM a2 12/08 Family UHTE
L2 Villa Elena Bernalillo, N 54 12/09 Family UHTE
Southview Place Lowingtorn, N 45 12408 Family UKTC
Goiten Age Garden San Diego, TA i) 04/09 Seniar LIHTC
Valley Commons Grass Valley, CA 48 10/08 Family HHTE
Crussder I Cambridge, MD 32 08/08 Famity UHTC
Crusader i Cambridge, MD 32 08/38 Famlly e
Crusader 1j Cambridge, MQ A 08/08 Familly LTS
Clearake Cleariaie, CA a1 G7/08 Family HHTC
Thunderhird San Jacinto, CA 102 04/08 Farnily ukre
Bay Vista San Diego, CA 268 az/08 Family UHTE
Woodiake Manor Woeodiske, CA 44 g2408 Family UHTC
fosslyn Lofts Los Angeles, A 247 10/07 Family HTC
Alder Porterville, CA 4 08/07 Family UHTC
Evergresn Porterville, CA B4 oB/o7 Family HTE
Tulara Tulare, LA g7 BB/UT Family UHTC
Woodiake Woodlake, CA 48 08/57 Farmrily UHTC
Murray wicKinleyville, CA 50 08/07 Family UHTC
Huntlee House Selma, CA 41 08/a7 Family UHTE
Riverwood Riverdals, CA 42 ngm7 Family LT
Ruby Court Fowler, CA a4 a8f07 Famitly LIHYC
teebar Villape Seima, CA A4 08/07 Family LHTE
Argonaut/tl Tovar Beanver, £ 184 e/ Family UHTE
Highlands of Orovitie Crroville, CA 28 us/u7 Family UHTC
Ukiah Terrace Apts Likiah, CA 43 0s/G7 Famdly LIWTE
Dos Palos Apts Dos Pelos, CA 40 a3/a7 Family LIHTE
Bleradith Manor Gustine, CA Edi 03/07 Family LT
Riverwnod Villsge § taughlin, NV 108 1zfos Famdly LT
Riverwood villaga # taughfin, NV 100 12406 Family LTS
Anderson Court Apts Andarson, £& a8 10/06 Family UHTC
Battle Creek Family Anderson, CA 24 10/06 Farndly LHTE
Battie Craek Senior Anderson, CA 4G 10/08 Family UHTC
Alexendria Hote! Los Angeles, TA AE3 E/NG Farnily UHTC
Qsidronk BE, Colfing, €0 107 &/06 Family UHTE
BMendote Garders kendete, T4 &0 12405 Farpdly e
Brierwnod sAontclsir, CA 100 /05 Senior LIHTC
Machrthur Los Bangs, 04 50 /05 Family T
whitfey Gardans | Corcoran, UA 64 8405 Farntly LTE
Whitley Gerdens 1 Corcoran, CA 4 5/05 Farnily UL
Coachells valley Riverside County, CA 52 §/05 Family LHTC
Casa Maria Riverside County, €A 48 8/08 Family LIMTE
Garden Valley Fresno County, CA 48 4/0% Family LIHTC



DAL Development, LLC
Consuftant Project List

lung, 2010
TENANT
PROVECT RAME LOCATHON UNETS. DATE CLOSED POPULATION EQUITY
Parlier Plaza Fresna County, CA 40 9/05 Farnily uHTe
Ridgeview Kent, WA 171 Caj05 Family UHTEC
Central Plaza {IRP} Santa Maris, CA 112 3/08 Farnily LIHTC
Lafayette Square Albuquegue, Nivi 188 12/64 Farmily HHTE
Plaza Senior Ef Cantro, CA 172 /04 Senior U
Rancho Nigue! Laguna Hills, CA 51 7104 Family UKTC
Hawaitan Gardens (IRP} tLos Angeles, CA 264 7104 Farnily R
Harnnon Seaview {iRP} Seaside, CA 133 6/04 Farnily LHTC
Rornan Villas : tas Vegas, NV 186 3/04 Farnily UHTC
Eastridge Estates (IRP) Rochester, MM 126 12/03 Family UHTE
'Oetaine Urban Apartments Las Vegas, NV 51 1z2/03 Family LHTE
Campus Gardens {IRP) Sacrataentn, CA 125 11/03 Family UKTE
Qak Woods Peorig, 1L 103 10/03 Farmily i
Cariton Country Clulr (IRP} Santes, C& 130 9/03 Family HHTC
A¥ Projects

SUMMARY : nits Projects
All Projects Shown 5,558 64
Ak Closed Projects 5,558 64

Closed Bend Projects 5,558 64

Cloced Preservation Projects 5,140 g1

By State # Projects

CA a6
N &
NV 4
ME 3
oo 2
MR i

i 1
WA 1

& &4
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4 > San Diego |
h4 Hsusmagcommsssmw

Real Estate'Depa rtment

DEVELOPER'S STATEMENT FOR PUBLIC DISCLOSURE
(add extra sheets if vou need more space)

I Name of developer:
Cewley Partners, LLC
2, Address, phone rumber and ZIP Code:

19951 Sorrente Valley Rd #2A
San DHepo, CA 92121

Led

IRS Number of Developer:
%0-0635895

4. if the developer is not an individual doing business under his own name, the developer
has the status indicated below and is organized or operating under the laws of California
as: :

wr

X A corporation (L1LC)

A nonprofit or charitable institution or corporation

A partnership known as:

A business association or a joint venture known as

A Federal, State or local government or instrumentality thereof.

Other (explain)

A

If the developer 15 not an individual or a government agency or instrumentality, give date
of organization:

MNovember 12, 201§

1122 Broadway * Suita 300 » San Diego CA 92101 « V. 619.578.7556 « F. 610.578.7356 » wwav.sdhc.org



Developer Disclosure Statement Page 2

6. Names, addresses, phone numbers, title of position {if any) and nature and extent of the
interest of the officers and principal members, shareholders, and investors of the
developer, other than a government agency or instrumentality, are set forth as follows:

&.

If the developer is a corporation, the officers, directors or trustees, and each
stockholder owning more than 10% of any class of stock,

Fulius S. Paeske, Jr. (50%) as Member
16951 Sorrentc Valley Rd #2A, San Diege, CA 92121
(888} 452-1231

Greg Cartwright {(56%) as Member _
10951 Sorrento Valiey Rd #2A, Sar Diepo, CA 92121
(8583 452-¥231 '

If the developer is a nonprofit or charitable institution or corporation, the
members who constitute the board of frustees or board of directors or similar
governing body.

If the developer is a parinership, each partner, whether a general or limited
partner, and either the percent of interest or a description of the character and
extent of interest.

If the developer is 2 business association or a joint venture, each participant and
either the percent of interest or a description of the character and extent of
interest.

}{ the developer is some other entity, the officers, the members of the governing
body, and each person who has an interest of more than 10%.

Position Title (if any) and percent of
interest or description of character

Name, Address & Zip Code Phone Number and extent of interest




Developer Disclosure Statement Page 3

7.

A

Name, address and nature and extent of interest of each person or entity (not named in
response 1o Item 6) who has a beneficial interest in any of the shareholders or investors
named in response to ltem 6 which gives such person or entity more than a computed
10% interest in the developer (for example, more than 20% of the stock in a corporation
which holds 50% of the stock of the developer; or more than 50% of the stock in a
corporation which holds 20% of the stock of the developer):

Name, Address and Description of character and
Zip Code extent of interest

Names (if not given above) of officers and directors or trustees of any corporation or firm

listed under Hem 6 or Itern 7 above:

Is the developer a subsidiary of or affiliated with any other corporation or corporations or
any other firm or firms? If yes, list each such corporation or firm by name and address,
specify its relationship to the developer, and identify the officers and directors or trustees
common {0 the developer and such other corporation or firm.

If funds for the development are to be obtained from sources other than the developer's
own funds, a statement of the developer's plan for financing the development;

We will be utifizing tax exempt and 4% tax credits in order to acquive the property.
The lender on the deal will be Citi Group and the tax credit investor is likely to be
Boston Capital,

Sources and amount of cash available to developer to meet eguity requirements of the
proposed undertaking:

a. In banks:
Name, Address and ZIP Code of Bank ¥ Amount
b. By loans from affiliated or associated corporations or Tirms:

Name, Address and ZIP Code of Source % Amount




Developer Disclosure Statement Page 4

13.

i4.

16,

c. By sale of readily salable assets:
Description Market Value Mortgages or Liens

MName and addresses of bank references:

Sunrise Bank

1350 Rosecransg St
San Diege, CA 92106
(619) 243-75040

Has the developer or any of the develeper's officers or principal members, shareholders
or investors, or other interested parties filed a bankruptey or receivership case or had a
bankruptcy or receivership action commenced against them, defauited on a ioan, or been
foreclosed against within the past 10 years? Yes ~ No X

if yes, give date, place, and under what name.

Has the developer or anvone referred to above as “principals of the developer™ been
indicted for or convicted of any felony within the past 20 years? Yes No X%

if ves, give for each case (1) date, (2) charge, (3) place, (4) Court, and (5) action taken.
Attach anv explanation deemed necessary.

Undertakings, comparable to the proposed project, which have been completed by the
developer including identification and brief description of each project and date of
campletion:

If the developer or a parent corporation, a subsidiary, an affiliate, or a principal of the
developer is to participate in the development as a construction contractor or builder:



Developer Disclosure Statement Page 5

7.

18,

a. Name and address of such contractor or huilder:

b, Has such contractor or builder within the last 10 years ever failed to qualify as a
responsible bidder, refused to enter into a contract after an award has been made,
or failed to complete a construction or development contract? Yes No

If yes, explain:

c. Total amount of construction or development work performed by such contractor
or builder during the last three years: §

General description of such work:

d. Construction contracts or developments now being performed by such contractor
or builder:

Identification of Drate to be

Contract or Development Location Amount Comnpleted

e. Cutstanding construction-contract bids of such contractor or builder:
Awarding Agency Amount [ate Opened

Brief statement respecting equipment, experience, financial capacity, and other resources
available to such contracior or builder for the performance of the work involved in the
proposed project, specifying particularly the qualifications of the personnel, the nature of
the equipment, and the general experience of the contractor:

Does any member of the governing body of the San Diego Housing Commission, to
which the accompanying proposal is being made, or any officer or employee of the San
Diego Housing Commission who exercises any functions or responsibilities in connection



Devetoper Disclosure Statement Page 6

9.

with the carrying out of the project covered by the developer's proposal, have any direct
or indirect personal financial interest in the developer or in the proposed contractor?
Yes No X

If yes, explain.

Statements and other evidence of the developer's qualiﬁcaticmé and financial
responsibility (other than the financial statement referred to in Item 10) are attached
hereto and hereby made a part hereof as follows:



Developer Disclosure Statement Page 7

CERTIFICATION

I (We) Julius 8 Paeske, Jr. and Greg Cartwrisht certify that this Developer's

Statement for Public Disclosure and the atiached evidence of the developer's qualifications and
financial responsibility, including financial statements, are true and correct to the best of my

{our) knowledge and belief.

Date: 2/M6/2011

Id

Juliug 8. Paesﬁe, AR

Title: Manasing Member

Address & ZIP Code

10951 Sorrento Valley Rd #2A

- Title:__Managing Membes

10951 Sorrento Vallev Rd #24

San Dhego. CA 92121

San Diego, CA S0101




CF TEAM BICS

commercial faciifies incorporated

CF1, an Accredited Management Organization® (AMO®) and licensed Ceiifornia Real Estate Broker, was incorporated in 10684 as a
California corporation and since its origin has evolved into a Jeader i the property management industry. Over the past 35 years OF! has
been invoived as a spensor and/or consuliant from the ground up development of office buildings, retail and multifamily/senior apariments
ncluding HUD Section 238, Section 221d(4) and Section 221d(3) with Section § and Housing Assistance Payments. Additional areas of
expertise include commercial brokerage and fenant improvement and censtruction as CFl holds a California general contractors license,
designation B-1. CFl presently manages approximately 425 muitifamily units, including 376 units of HUD impacted Senjor Housing as well
as 1,215,000 square feet of commercial real estate with a value in excess of $218,000,000 including multi-tenant office buildings, retai
shopping centers, industrial buildings. CFY's clients include non-profit organizations, developers, trusts as well as private investors.

Julius joined CFLin 1873 and acquired ownership of CFl in 1877, He has since led the company to
become one of San Diego's most trusted real estate firms. Overseeing the compeny's cperations, he
has been involved in ihe ground-up development of projects including office, retail, multifamily
apartments and HUD impacied senior housing. . His current activities include asset management,
commercial brokerage, and investmaent consulting and finance placement including securitized loan
programs. As a real estate investor and frustee of mulliple trusts, Julius undarstands first hand the
benefits and complexities of owning real estate.

Professional Organizations / Affilistions

-Institute of Real Estate Management (IREM)

Certified Commercial investiment Member (CCIM Designes)
(858) 482-1237 xa1z *Commercial Realiors Association San Diego

+National Associafion of Reaitors

<Sunrise Bank (Director)

Bays & Girls Club of San Diego

[paeske@cfisandiego.com

Jultus is & native San Diegan growing up in Point Loma. He has lived with his wife Bonnie in Encinitas
for the past 30 vears and has two grown children and a granddaughter and grandsen. He is an avid
skier and traveter, having visited all seven continents.

Greg joined the CF| team in 1861 and bacame a partner in 2002, Greg oversees the firm's property and
asset management funciions with specific emphiasis on the multi family portfolic, He is an active broker
representing clents i the acguisition of commercial investment properties. Greg's extensive
background in iznant improvements and groperty renovations position himm as an invaluable asset io
CFi's clients and their construction projects. He has developed residential single family and
condeminium properties as well as commerciat office properties. Greg is a Past President of the San
Diego Chapter of the Instifute of Real Estate Management (IREM). He is also a past Regional Vice
President and continues to serve on IREM's National Governing Council.

Professional Organizations / Affitiations

gregu@ciisandiego.com

-institute of Real Cstate Managerment (IREM)

(B58; 452-1231 5217 -Certified Commercial invesiment Member (COIM Designae}
Commercial Realtors Association San Disgo

‘National Associalion of Realiors

Greg is criginally from Alaska and currently resides with his wife in Solana Beach. He has three
children, three grandchildren and enjoys running, skéing and golf,



Real Estate Department

{Please note: The term “Managing General Partner” has been replaced by “Managing General Partner”
throughout this document. ]

MANAGING GENERAT PARTNER STATEMENT FOR PUBLIC DISCLOSURE
(add extra sheets if you need more space)

L. Name of Managing General Partrer: Hearthstone Housing Foundation

Pl Address, phorte number and ZIP Code: 5031 Birch Streef, Suite ¥
Newport Beach, CA 92660

3. IRS Number of Managing General Partner: 33-8651131

4. If the Managing General Partner is not an individual doing business under his own name, the
Manag:ng General Partmer has the status indicated below and is organized or operating under the
laws of California as:

_A corporation ‘
X A nonprofit or charitable institation or corporation
A partnership known as:

A business association or & joint venture kKnown as

A Federal, State or focal government or instrumentality thereof,

Other {explain)
3. If the Managing General Partner is not an individual or a government agency or instrumentality,
give date of orpanization:
12/19/1991
6. Names, addresses, phone numbers, title of position (if any) and nature and extent of the interest
of the officers and principal members, shareholders, and imvestors of the Managing General
Partner, other than a government agency or instrumentality, are set forth as follows:
a. f the Managing General Partner is a corporation, the officers, directors or trustees, amd
each stockholder owning more than 10% of any class of stock.
/A

1122 Broadway « Sulte 300 « San Disgo CA 92101 « V. 618.578.7556 « F. 619.578.7356 « www.sdhc.org



Managing General Partner Disclosure Statement Page 2

b. If the Managing General Partner is a nonprofit or charitable institution or corporation, the
members who constitute the board of trustees or board of directors or similar governing
body. :

See attached.
c. If the Managing General Partner is a partnership, each partner, whether a general or

limited partner, and either the percent of interest or a description of the character and
extent of Interest.

N/A

d. If the Managing General Partner is a business association or & joint venture, each
participant and either the percent of interest or a description of the character and extent of
interest.

N/A

e. If the Managing General Partner is some other entity, the officers, the members of the
governing body, and sach person who has an Interest of more than 10%.

Position Title (if any) and percent of
interest or description of character
Name, Address & Zip Code Phone Mumber and extent of inferest

N/A

Name, address and nature and extent of interest of each person or entity (not named in response
to Item 63 who has a beneficial interest in any of the shareholders or investors named in response
to ftem € which gives such person or entity more than a computed 10% interest in the Managing
General Partner (for example, more than 20% of the stock in a corporation which holds 56% of
the stock of the Managing General Partner; or more than 50% of the stock in a corporation
which holds Z0% of the stock of the Managing General Partner):

N/A



Managing General Partner Disclosure Statement Page 3

11,

Name, Address and - ‘Description of character and
Zip Code ' extent of imterest

Names (if not given above) of officers and directors or trustees of any corporation or firm listed
under Itemn 6 or Item 7 above: : . .

Naone

Is the Managing General Partner a subsidiary of or affiliated with any other corporstion or
corporations or any other firm or firms? If yes, list each such corporation or firm by name and
address, specify its relationship to the Managing General Pariner, and identify the officers and
directors or trustees common to the Managing General Partner and such other corporation or
firm. '

MNo

If funds for the development are 0 be obtained from sources other than the Managing General
Partner's. own funds, a statement of the Managing General Partner's plan for financing the
development: .

Provided by C&C Development & DAL

Sources and amount of cash available 1o Managing General Partner to meet equity requirements
of the proposed undertaking:

. In banks:

Name, Address and ZIP Code of Ba $ Amoumt
Provided by C&C Development & DAL
b. By loans from affiliated or associated corporations or firms:

Mame, Address and ZI? Code of Source $ Amount

Provided by C&C Development & DAL
C. By sale of readily salable assets:

Provided by C&C Development & DAL
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13.

i4.

15,

h—-\
e}

Description Market Value Mortgages or Liens

Name and addresses of bank references:

First Repubiic Bank
2800 East Coast Highway
Corona del Mar, CA 92625

Has the Managing General Partner or any of the Managing General Partner's officers or
principal members, shareholders or investors, or other interested parties filed a bankruptey or
recewership case or had 2 bankruptcy or fecewersth action commenced against them, defanlted
on & loan, or been foreclosed against within the past 10 years? Yes __ No X

If ves, give date, place, and under what name.

 Has the Managmg General Partner or anyone referred to above as “principals of the Managing

General Partner” been indicted for or convicted of any felony within the past 20 years?
Yes No X

If yes, give for each case (1) date, (2) charge, (3) piace {4} Court and (5) action taken. Attach
any explanation deemed necessary.

Undertakings, comparable to the proposed project, which have been completed by the Managing
General Partner including identification and brief description of each project and date of
completion:

See attached CTCAC Previous Participation List.
If the Managing General Partmer or & parent COE})G?&&OH a subsidiary, an affiliate, or a principsl

of the Managing General Partner is 1o participate in the development as a construction contractor
or builder:

N/A

a. Name and address of such confractor or builder:

b Has such contractor or builder within the last 10 years ever failed to qualify as a
responsible bidder, refused to enter into a contract after an award has been made, or
failed to complete a construction or development contract? Yes _ No If
yes, explain:

c. Total amount of construction or development work performed by such contractor or

builder during the last three years; §

(eneral description of such worl
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17.

I8.

19.

d. Construction contracts or developments now being performed by such contractor or
builder:

Identification of Date to be

Contract or Development Location Amount Completed

e. Outstanding construction-contract bids of such contractor or builder:
Awarding Agency Amount Date Opened

Brief statement respecting equipmient, experience, financial capacity, and other resources available
to such contractor or builder for the performance of the work involved in the proposed project,
specifying particularly the gualifications of the personnel, the nature of the eguipment, and the
general experience of the contractor:

Provided by C&T Development and DAL

Does any member of the governing body of the San Diego Housing Cornumission, to which the
AcCOMpanying proposal is being made, or any officer or employee of the San Diego Hausmg
Commission who exercises any functions or responsibilities in connection with the carrying out
of the project covered by the Managing General Partmer's proposal, have any direct or indivect
personal financial interest in the Managing General Partner? Yes No X
If yes, explain.

Statements and other evidence of the Managing General Partner's gualifications and financial
responsibility (other than the financial statement referred to in Item 10) are attached hereto and
hereby made a part hereof as follows:

Ng further statements of evidence provided.
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CERTIFICATION

| O¥eY Velma de la Rosa, certify that this Managing General Partner's Statement for Public
Disclosure and the attached evidence of the Manaping General Partner's qualifications and financial

responsibility, inciuding financial statements, are frue and correct to the best of my {owknowledge and
belief.

Date: 2/18/11 Drate:

! —
‘/’%f}?? w1 ﬁ:’@&fﬁm)

Signanue Signature

Title: Director Title:

Address & ZIP Code

5031 Birch Streer. Suite F

Newnort Beach, CA 92660




OUR MISSION

Hearthsione Housing Foundation is dedicated to providing service-enriched affordable
housing for families of low income, the elderly and the disabled. Hearthstone's charter
also includes combating community deterioration o lessen the burdens of government.

QOur mission is carried out by:

« Partnering with private developers o build guality housing in areas of nead

« Coordinaling property management and supportive services to promote self-
sufficiency and independence for residents

« Leveraging funds to increase the availability of affordable housing

« Advocating on behalf of tow income seniors, families and the disabled

s Providing support for programs which promote the development of affordable
housing

OUR VISION

Our vision is for all people to enjoy quaiity affordable housing regardiess of their age or
income, and that all persons have access (o necessary services in order to maintain a
self-sufficient and independent iifestyle.

OUR STRATEGY FOR THE NEW MILLENNIUM

= To continue cur mission of providing service-enriched affordable housing
= To staff each development with an on-site coordinator dedicated to securing
services for residents of affordable housing
* To establish a financial base that will enable Hearthstone to develop housing
independently

5O31 Biveh Street, Suite F, Newport Beach, CA 92660
949 FR3.9447 2495539448 fax



"We collaborate with other organizations to strengthen community capacity among our
residents to improve their independence and self-sufficiency.”

We provide service-enriched housing through:

Qutreach

We will work with residents to 1) strengthen community capacity by developing existing
assets among the residents 2) identify and address critical needs utilizing a community-
based participatory model 3) maintain ongoing and active outreach efforts that empower
residents as they engage in decision-making for their dally life and activities.

Information

We will provide relevant information to residents about services in the local community,
while bringing programs o the residents on the property. Information on programs
offered to residents range from eligibility screening for hesalth promotion/disease
prevention o financial literacy programs. ‘

Advocacy & Community Partnership
We will advocate on behalf of the resident to coordinate critical services services, by
providing the link between residents and the servicas they need to live independently.



CORPORATE GOVERNANCE
Officers

Socorro Vasguez
President
Hearthstone Hous ing Foundation

Juan Maldonado
CFQ, Treasurer
Maldonado and Associates

VYelma de la Rosa
Board Secretary
TELACU

Board of Directors

Socorro Vasquez
Chaimman
Hearthstone Hous ing Foundatioh

Ronald Guyer
Member
Pension invenstments

Robert W. Johnson
Member
CareMore

Juan Maldonado
Member
Maldonado and A ssociates

Velms de la Rosa
Member
TELACU
Advisory Board

Byron Rodriguer, Esqg.
Virtual Law Partners, LLC

Timothy F. Kemper, CFA
Reznick Fedder & Siiverman

Shrist@p her M. Santoro
Canddie Development



&

TCAC PREVIOUS PARTICIPATION CERTIFICATE
{Regulation Section 19325(D){6}(BY))

PURPOSE

The Previous Participation Certificate, including Schedule A, must be completed in its entirety and signed by all applicants, and
proposed general partners, and affiliates applying for a reservation of Low-Income Housing Tax Credits (*LIHTC") in the state of
California. To the extent that the applicant is requesting points for the property management agent experience, and there is an
executed propeity management agreement, the properfy management agency must also complete the Previous Participation
Certificate and Schedule A. The purpose of this form is to provide the California Tax Credit Allocation Committee ("TCAC™
with a certified report of all previous participation in gll affordable multi-family rental housing projects,

All other participants, or members of the development team, must provide a resume or complete Schedule A which details rental
housing projects in which the team member previously participated.

Note that acceptance of your certification does not obligate TCAC to approve your project for a reservation, nor does it satisfy all

other LIHTC program requirements,

INSTRUCTIONS FOR COMPLETING THE PREVIGUS PARTICIPATION CERTIFICATE

Complete the TCAC Previous Participation Certificate in jts entirety.

If you need more space, aftach extra sheets to the form. Be sure o type "Continued on Attachments” whenever appropriate, Also
sign each additional page that is atiached and indicate if it refers to vour participation,

H
i

2.

(5]

Fill in the name and location of the affordable multi-famnily rental housing project.
Alphabetically list the full names, last name first, of all principals {including corporations) and affiliates and their addresses.

Beside the name of each principal, fill in the role that each party listed will perform. Reside the name of each affiliate, write
the name of the person or firm of affiliation.

Fill in the percentage ownership in the proposed project that each principal is expected to have.
Fill in the social security or IRS emplover number of every party Hsted, including affiliates.
In the box below the statement of certification, fill in the name of all principals and affiliates. Beside the namc of each

principal and affiliate, each party must sign the form, Beside each signatre, fill in the role of each party, In addition, each
person who signs the form should fill in the date that he or she signs. '

INSTRUCTIONS FOR COMPLETING THE TCAC SCHEDULE “A”

-2

L=

Mo Previeus Participation - Even if vou have never parficinated in 25 affordable multi-Tamily rental housine project, vou
must complete the Previous Particination Certificate. [f vou have no previous projects to list, 1l in vour name in Colutmn |
of Schedule A, and write across the form by vowr name "No prior experience ”

The TCAC Schedule A musi be flled out completely. The HUD Form 2336 Schedule A will not be accepied.

in column Z, list &}l (nationwide) of vour previous rental housing projects. Identify all Low Income Housing Tax Credit {Column
2A) projects first, then other government-assisted projects (Column 213}, then nongovernment-assisted projects (Column 2C} last,
Identify the location, number of units and the type of subsidy, if applicable.

In column 3, fist your role i all previous projects.  Give the menth/day/year the principals’ role began and ended and the
month/day/vear the project was placed in service. For the General Partner and Management Company/Principal; to the
extent that the type of information requested is the same between this attachment and Attachments 2{A) and 2(B), the
imformation should mateh or requested points may not be awarded in these categories.

In column 4, indicate all sales, foreclosures, instances of non-compliance and issuance of IRS Form 8823 and give the date of
occurrence. Write "none” if there are no occcurrences.

Rev. January 18, 2006
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ATTACHMENT 3
HOUSING AUTHORITY DISCLOSURE SUMMARY
THE ISSUER

The Issuer is the Housing Authority of the Cify of San Diego, a public body, corporate
and politic duly organized and existing under the laws of the State of California. The Issuer is
authorized to issue the Bonds and to loan the proceeds thereof to the Borrower for the purpose of
financing the Project. The Issuer was created on October 3, 1968 by resolution of the City
Council of the City of San Diego (the “Council”). Members of the Council serve as members of
the Issuer.

In January 1979, a seven member commission {the “San Diego Housing Commission™)
took office to administer the functions of the Issuer. The San Diego Housing Comimission is
responsible for the development of low income rental projects, implementation of financing to
promote low income housing production, management of many public housing projects,
operation of rent subsidy programs and rehabilitation of existing housing stock. Unless the
contex! otherwise requires, the San Diego Housing Commission will take all actions with respect
to the program and the Indenture, the Financing Agreement, the Regulatory Agreement and

“related documents on behalf of the Issuer.

The seven members of the San Diego Housing Commission are appointed by the Mayor
and approved by the Council. Gary Gramling currently serves as Chair of the San Diego Housing
Commission. Oversight of the San Diego Housing Commission is provided by the Issuer.

THE BONDS ARE SPECIAL OBLIGATIONS OF THE ISSUER. THE ISSUER IS
NOT OBLIGATED TO PAY THE BONDS OR THE INTEREST THEREON EXCEPT
FROM THE REVENUES OR ASSETS PLEDGED FOR SUCH PAYMENT. THE
BONDS ARE NOT A DEBT OF THE STATE OF CALIFORNIA, THE CITY OF SAN
DIEGO OR ANY OTHER SUBDIVISION OF THE STATE OF CALIFORNIA OTHER
THAN THE ISSUER. NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OF CALIFORNIA OR OF ANY POLITICAL
SUBDIVISION OF THE STATE OF CALIFORNIA IS PLEDGED TO THE
PAYMENT OF THE PRINCIPAL OF OR THE INTEREST ON THE BONDS. THE
ISSUER HAS NO TAXING POWER.

NO LITIGATION
The Issuer

At the time of issuance of the Bonds, the Issuer delivered certificates to the effect
that, to the best knowledge of the Issuer, there is no action, suit or proceeding pending or
threatened restraining or enjoining the issuance, sale, execution or delivery of the Bonds,
the Indenture, the Financing Agreement or the Regulatory Agreement, or in any way
contesting or affecting the validity of the foregoing.
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ATTACHMENT 4
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” 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 or the Housing
Authority’s faith, credit or taxing power. 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
payvment 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% AML
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 Cominission 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:

o Inducement Resolution: The bond process is initiated when the 1ssuer (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 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. '

4-1



o 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, 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 hable 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.]

o 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, ete.

s 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 the 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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ATTACHMENT 5
CSG | advisors

February 17, 2011

Ms. Ann Kesn

San Diego Housing Commission
1625 Newtron Avenue

San Diego, California 92113-1038

RE: Sorrento Tower Apartments
Prear Ms. Kern:
The San Diege Housing Commission (the "Commission™) has retained C5G Advisoss, Inc. to

analyze the feasibility of the proposed bend financing for Somrento Tower Apartments (the
“Project™). Our findings are organized as follows:

& Current Project Status and the Proposed Project.
& The Proposed Financing,

e Project’s Projected Financial Stams,

e Benefits and Risks to the Commission,

e Public Purpose.

e Negotiation of Additional Public Benefit.

® Recommendations,

CSG has based the analysis of the proposed financing on documents provided by C&C
Development Group (the “Developer™), and on additional conversations and documents provided
by representatives for the Developer, Cltbank Community Capital (the “Lender”), and Commission
staff. The documents examined included the Developer’s proposed financial schedules. €5 hasg
not visited the site of the proposed Protect.

CURRENT PROTECT STATUS AND THE PROPOSED PROTECT

The proposed Project is locared at 2875 Cowley Way, San Diego, CA 92110 (at the intersecron of
Cowley Way and Mo Acadia Bivd) on a 1.37 acre site. The Project currently consists of a 14-story
building conraining 198 total units, Pursuant to the original financing of the Project under Section
236 of the National Housing Acvand Section 202 of the Housing Act of 1959, 165 units are subject
to project-pased Scenon-8 assistance and restrictions under a Housing Assistance Payment (HAP)
contract with HUD. 32 of the total units are non-Section-8 units. There is one manager’s unit.
Pursuant to the Reguletory Agreement for Nonprofit Mortgagors entered into by the cuttent project
owiler, oecupancy of the units is restricted to families: the head of which (or spouse) is age 62 years
or older, or a physically disabled person, or a single person age 62 vears or older.

The Project is currently owned by the Anderson Foundadon, Inc., 2 non-profit organization locared
at 10951 Sorranto Valley Road. The Developer has entered into an exclusive Residential Income
Property Purchase Agreement and Joint Bscrow Instrucuons to purchase the Project on or befote
May 31, 2011

The Project’s existing Section 236 financing includes 2 conrract for interest reducron payments
{“IRP”) from HIUD. The IRP payments were used to reduce the interest paid on the existing first

. BAN FRANCISCO ’ ONE POST STREET SUITE 2130 SAN FRANCISCO, CAS4104 T 415 956 2454 F 415 956 2875



Sorrento Tower Apartments
February 17, 2011
Page 2 of 6

mortgage loan from 8.25% to 1%. The IRP payments are paid monthly, with the last payment
scheduled for February 2017, '

The Section 236 mortgage has beer pre-payable beginning in 1993, Upon prepayment of the
Section 236 mortgage, the Regulatory Agreement may be termipated and the units rented at marker
rates, with no occupancy restrictions. Because of this ability to prepay the morrgage and potential to
convert the Project to market rents, the Project is considered an “at-risk” project. The current awner
had elected not to prepay the mortgage, but instead chose to retain the mortgage and regulatory
agreement, and extend the HAP contract on an angual basis,

The Developer proposes to acquire and rehabilitate the Project and, in the process, “de-couple” the
IRP payments from the existing Secdon 236 note. This process will retein the balance of the IRP
and require, by entering into a 236(¢)(2) Use Agreement, that the existing regulatory restrictions
associated with federal assistance remain in place. The Developer s also secking an extension of the
HAP contract for an additional 20 years.

The Housing Authority of the City of San Diego (the “Authority”) has submirted a request for
$14,500,000 in bend allocation to the Californiz Debt Limiz Allocation Committee (CDLAC)
CDLAC will be considering the allocation request at its scheduled meeting of March 16, 2011,

On October 19, 2010, the Authority approved a resolution of its official intent to issue bonds in the
not-to-exceed amount of §15,000,000 for the Project. The resolution also approved submirtal of the

application to CDLAC.

THE PROPOSED FINANCING
The Developer proposes w acquire and rehabilitate the 14-story building constituting rhe Project.
According ro projections provided by the Developer, the total development cosr rotals

approximarcly $19,285 800,

Permanent sources include:

Bond Proceeds: $13,600,000
Tax Credit Equity: $5,105,600
Income from Operations: $128 600
Deferred Developer Fee: $451.600
Total Permanent Sources 819,285,800

Total bond proceeds of $13,600,000 will be avaiable during the rehabilitation period to fund a
porton of construction costs.

Oownership
The ownership entity for the Project will be Sorrento Tower Housing?artners, LP, a California

limited partnership, The partmers of the limited partnership are expected 0 be Hearthstone
Housing Foundation, as the managing general partner, and C&C/Sorrento, LLC, as co-general
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partmer. The low-income housing tax credit investor imited partner is anticipated to be an affiliate
of the Boston Capiral Corporation.

Bond Structure and Credit Enhancernent

The Developer proposes that the Authority issoe approximately $13,600,000 of tax-exempt bonds
{the “Bonds”™) to finance the acquisition and rehabilitadon of the Project.

The Bonds would be a mix of publicly-sold serial and term bonds thar will be credit enhanced with a
direct-pay Freddie Mac Credit facility. The payment of principal and interest to the bondholders will
be secured by the Freddie Mac Credit facility. The expected rating on the bond, as a result of the
Freddic Mac Credit facility, is “AAA” :

The loan of bond proceeds will be in two parts: 2 portion secured by the real estate and rental
income from the property (the “Real Tstare Loan”, approzimately $12,250,000) and a portion
secured by the IRP payments (the “IRP Loan”, approximately $1,350,000). The Real Hstate Loan
and the associated Freddie Mac credit enhancement would have a term of 17 years. The
amortizadon period for the Real Estate Loan would be 35 years. The IRP loan would have a loan
term of approximately 6 years .., for the remaining period of IRP payments) with Freddie Mac
credit enhancement for the same period of time. The IPR Loan would fully amotrize during its
terrm.

The Freddic Mac credit enhancement program will underwrite the Section-8 rents for the full loan
amortization period (35 yrs). Freddic Mac will not require a separate loan supported solely by
Secdon-8 income, with an amortization period equal to the HAP contract term.

The loan of bond proceeds will be an “immediate funding,” .., the Joan would be funded a5 a
tatd »
permanent loan withour a construction-to-permanent period convession.

While the Developer anticipates the Bonds would be soid as fixed rate bonds, the Developer is also
assessing a sale of “synthetc” fixed-rate bonds, Le., variable rate bonds where the mterest rare is
“fixed” by entering into a swap agreement with a qualified counterparty. These variable rate bonds
would be credit enhanced by a Freddie Mac Credit Facllity, The swap would also be enhanced by
Freddie Mac.

In order to retain the ability to choose berween fixed rate or “synthetic” fixed rate bonds untl
matket pricing is known, the Developer will submit for Authotity approval bond documents that
accommodate both variable rate and fixed rate modes. The decision of fixed versus variable must
be made before the marketing period for the Bonds begins and the preliminary official statement is
presented publicly to potential investors. '

The Auvthority requives services of a Trustee for dus transacton. BNY Mellon will act as Trustes via
a competitive selection process,
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Projected Issuance Date

The Commission anticipates that CDLAC will award an allocation of private activity bonds for the
Project at its March 16" meeting. The Developer proposes that the Bonds be issued on or about
May 1, 2011, As CDLAC has not awarded the allocation, it correspondingly has not posted the date

by which the allocation must be used and the Bonds issued {usually 90-110 days after the allocation
award).

Commission Financial Involvement

The Commission 13 not providing subordinate financing to the Project and has no other financial
involvement.

Affordability Restrictions

Upon implementing the proposed financing, the Project will be subject to the folowing regulatory
restrictions and regulatory tenms:

The units will be restricted to 50% and 60% of AMI az foliows:

e Tasx-Exempt bond regulatory requirements: the Developer has elected to restrict 30% of the
units at 50% AMI and 70% of the unics at 60% AMI  This clectdon reflects voluntary electons
under CDLAC and is cffective for a term of 55 vears,

s Tax Credi regulatory requirements: all units must be affordable at 60% AMI 1o remain cligible
for tax credits (30 yr term),

s Secrion 236(e)(2) Use Agreement: limits all units to the Section 236 income limits (gencrally,

8%, of AMI published by HUD, through the termination of the Use Agreement restricrions
(February 1, 2022).

Additional Restrictions

By retaining the IRF payments, the Project will be subject vo a 236{e)(2) Use Agreement thar will
continue the affordability restrictions of the existng Regulatory Agreement for Nonprofit
Mortgagors from the existing Section 236 mortgage, including use restrictions such as the occupancy
limjtation to seniors and disabled. The 236(e)(2) Use Agreement will terminate on February 1, 2022,
ie., five years after the last IRP paymen.

PROJECTS PROJECTED FINANCIAL STATUS

Under the proposed financing — according to informatien provided by the Developer — annual debt
service on the senior loans would total approximately $846,000 and $253 500 for the Real Estate and
the IRP Loans, respectively. According to preliminary information provided by the Developer and
analysis by CSG, stabilized annual cash flow (before reserves) after construcdon and lease-up
(inchading Issuer and trustee fees) would total approximarely $§215,000 at 2 debt coverage ratio
(DCR) of 1.20. Cash flow after reserves would total approximately §155,600 (DCR @ 1.14).
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THE BENEFITS AND RISKS TO THE COMMISSION

The proposed financing provides a vehicle for firancing the construction of the Proiect.

By approving a recommendaton to the Housing Authority to move forward with the approval
process for the proposed bond financing, the Commission will not obligate the Commission or the

Housing Authority to issue the Bonds.

As proposed, the financing will result in the continued long-term affordability of 198 units in the
City of 3an Diiego.

If the Authority issues the bonds, the Commission would recetve a fee at bond closing of 0.23%% of
the issuc amount ($31,280) and an annual fee equal to 0.23% of the permanent amount of the Bonds
(ie., §31,280, annually),

PUBLIC PURPOSE

The proposed financing will result in 197 housing units affordable to low-income households: 60
units will be restricted ro househelds earning 50% of AMI or less; 137 units will be resticred to
households earning 60% of AMI or less.
The bond, ax credit, HUD regulatory agreements will require that:
1y 197 units are affordable at the above affordability levels for 55 years.
1) Oceupancy of ali units will be restricted to families the head of which (or spouse) is age 62
years or elder, or a physically disabled person, or a single person age 62 years or older.

NEGOTIATION OF ADDITIONAL PUBLIC BENEFIT

As noted above, the fnancing will result in long-term affordability restrictions on 197 units within
the Project.

RECOMMENDATIONS

Based upon analysis of the available informadon, we recommend that the Comnission approve
moving forward with the proposed issvance, Cur recommendation is based upon the following:

® The financing will assist in preserving 197 affordable units in the City of San Diego with long-
rerm affordability covenants,

o The Commission is expected to teceive 2 tax-exempt bond allocation of $14,500,000 from
CDLAC for the Project.

e Citbank is currently ynderwritng the Project og behalf of Freddie Mac,
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e The Commission will not be responsible for costs of issuance. The Commission, assuming the
maximum loan amount, will receive a long-term annual fee of approximately $31,280.

e The bond financing and tax credit equity will provide approximately $18,705,600 for acquisition
and rehabilitation costs.

Contingent Itemns

‘The Commission may choose to move forward with the financing subject to the following
contingencics:

L

The Commission must receive & tax-exemnpt bond allocation from CDLAC (expected on March

16, 2011).

& As of this wridng, Citbank had not yet issued the final Freddie Mac commitment for the
Project. The Bonds cannot be issued without this commimment.

e Tinal bond documents and approving reschution must be approved by the Housing 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 Adwvisors




Exhibit A
Sorrento Towsrs date of rev: - 2/17/1%

Long-Term Bond Loan [Fixed Rate Scenaria)

Tax Exempt (Real Estate Loan)

Principal Amount | $ 12,250,000
Mortgage Rate® §.080%
Amortization Term 35
Underwriting Monthly Debt Service § 70,508
Undderwriting Annual Debt Service § 846,091

" Source: Preliminary estimates from the Developer

Tax Exempt (IRP Loan)

Principal Amount | $ 1,350,000
Mortgage Rate® 4.010%
Amortization Term &
Underwriting Monthiy Debt Service % 21,127
Undenwriting Annuzi Debt Service % 253,826

! Source: Preliminary estimates from the Developer
* Ciihank Commizment Letger Dated February 2, 2011, less Issuer and Trustse Fee

Post Financing Operations Analysis {during and after RP and IRF Loan)’

come 20131 201% Infiation Factor
Gross Rental lncome
Tenant Payment % 1,737,552 $2,015,027.82 2.5%
HAP Payment 3 280,308 3 325.071.34 2.5%
Total $ 2,017,860 $ 2,340,089
Interest Reduction Payment? [ 263,357 % -
Other Ihcome 3 49,510 $__57,416.42 2.5%
Gross Potential income $ 2,38¢727 % 2,397,515
Vacancy Collection Loss ° 5% {106 893 {117.008) na
Effective Grass income §  2.229.834 § 2,280,510
Expenses
Total Expenses ) (8813007 $ (1,083,343 2.50%
Property Taxes ¥ {1,800} % (2,213} 3.50%
issuer Foe 0.23% § {31.280) ¢ {31,280) 9%
Trustee Fee” 0.006% § (854 & {850 &
Total $ (915230 §  (1.117.885}
Met Operating Income % 1,314 604§ 1,162,825 na
Reguired Debt Service
Senior
Real Estate Loan 3 (846.0537) % {646,097
DER 1.24 ) 1.37
IRP Loan {753 526} -
DR (1.04; na
Total {1,089.617) {845,091)
OCR 1.20 1.87
Cash Flow befare Reserves $ 214087 ¢ 316,734
iy Coverage Ratio Before Reserves 1.20 1.37
Resorves’ $ (59,400) $  (59,400)
Cash Flow After Reserves § 155,587 & 257,334
Overall Dabt Coveratie Ratle (OCR) .14 .30

¥ Sourge: Prefiminary Developer Projections

z Average annual remaining payments, from May 2611 through January 2017, Total §1,580,142 paymerits remaining.
¥ Of Grose Rental income

*$850 Annuat minimum

® et of P Bayments

2011 42 17 Sorrente Analysis.xls
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Exhibit A

Sarrento Tower Sources and Uses of Funds *

Sources

Tax Dxempt Bond {oan (Real Estate) $ 12,250,000

Tax Exermnpt Bond Loan (RP) % 1,350,000

Tax Credit Equity $ 5105611

Incomea from Operations $ 128,815
g
§

Deferred Developer Fee 451,604

Total Sources 19,285,830
Uses

Land antf Acquisition Costs 3 7,500,000

Rehabilitation Costs 3 £,516,714

Rehbilitation Contingancy ?

Developer Fee 3 2105128

Operating Reserve $ 786,000

Other Hard and Soft Costs % 2377687

Total Uses $ 13,285,830
Surpius{Denoit) H -

'Source: Information provided by the Developer

20711 02 17 Serrento Analysis. s
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