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DATE ISSUED: March 30, 2016 REPORT NO: HCR16-015

ATTENTION: Chair and Members of the San Diego Housing Commission
For the Agenda of April 8, 2016

SUBJECT: Disposition of Hotel Metro
COUNCIL DISTRICT: 3

REQUESTED ACTION
Authorize the disposition of Hotel Metro under terms and conditions described in this report.

STAFF RECOMMENDATION

That the San Diego Housing Commission (Housing Commission) authorize the sale of Hotel Metro,
located at 434 and 435 13+ Street, San Diego, 92101 pursuant to terms and conditions in Hotel Metro
Real Estate Disposition Policy PO-RED-300.104.

SUMMARY
Hotel Metro is a 195-unit single room occupancy affordable housing development in Downtown San
Diego’s East Village neighborhood.

On June 30, 2015, the Housing Authority of the City of San Diego (Housing Authority) authorized the
disposition of Hotel Metro (HAR15-020), and the San Diego City Council approved Resolution No. R-
309828, which delegated authority to the Housing Commission to sell Hotel Metro pursuant to terms and
conditions in Hotel Metro Real Estate Disposition Policy PO-RED-300.104 (Attachment 1). If the Housing
Commission Board approves of this disposition, then the Housing Commission will give the Housing
Authority members notice of the approval. Any Housing Authority Board member may ask to review the
proposed sale within 7 calendar days of receipt of the notice of the approval of the disposition. If no
member of the Housing Authority asks to review the approval of the disposition within the time frame
referenced within the Hotel Metro Real Estate Disposition Policy, then the approval of the disposition by
the Housing Commission Board shall become final, and no further action by the Housing Authority will be
required.

The Housing Commission publicly listed the sale of Hotel Metro with CB Richard Ellis (CBRE), from
August 10, 2015, through September 15, 2015. The listing resulted in strong interest; 44 parties executed
confidentiality agreements, and 21 property tours were conducted by CBRE. The Housing Commission
received nine offers. Offers were evaluated by the Housing Commission, and it was determined that the
four highest offers required further consideration. A best and final offer from each of the four highest
bidding parties was requested by the Housing Commission. Evaluation and selection criteria included but
was not limited to: the proposed use of the land and improvements, development experience, capacity,
financial resources, and proposed deal terms. Three of the four buyers submitted a best and final offer. The
Housing Commission reviewed all offers and recommends Fowler Property Acquisitions, LLC (FPA) as
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the purchasing entity for the purchase price of $6,100,000. FPA is proposing an adaptive reuse of the
existing building shell and will reconfigure the building interiors into market rate studio apartments.

FPA is a private real estate investment firm focused on the acquisition of multifamily properties in select
high-growth markets across the United States. As a full-service real estate development company, FPA is
equipped with in-house acquisition, finance, asset management, construction and property management
expertise and has completed more than $5.1 billion of multifamily transactions composed of approximately
71,000 units over their 25-year history. FPA currently owns and manages 105 apartment communities
composed of 23,170 units. San Diego apartment projects include Oceana and El Paseo, and County of San
Diego projects include Las Ventanas, Estancia, Ocean Breeze and Las Palmas. FPA has four regional
offices, including an office in Southern California. A developer disclosure is included (Attachment 2).

Key Highlights of FPA’s Proposal

Purchaser FPA Multifamily, LLC or an affiliate thereof
Purchase Price $6,100,000
Deposit $300,000

Due Diligence Period 60 Days, 30 day extension option

Closing Date *April 27, 2016

Proposed Use Adaptive reuse of existing improvements

Proposed Housing Type Market Rate Multifamily Rental Apartments

Proposed Unit Type Studio Configuration
Projected Unit Count 60-80 Units

* In the event the Housing Authority elects to hear the item at a regularly scheduled public
meeting, the closing date will be automatically extended to May 26, 2016.

Appraised Value

Pursuant to Housing Commission Hotel Metro Real Estate Disposition Policy PO-RED-300.104, the
disposition must be at or above fair market value. Froboese Reality Advisors, Inc. was engaged by the
Housing Commission to appraise Hotel Metro. Housing Commission staff anticipated that proposals from
interested buyers would vary, and due to uncertainty related to the variation of proposals received, the
Housing Commission established hypothetical assumptions based on advice from CBRE to value the land
and improvements. Salerno Livingston Architects designed conceptual floor plans utilizing the existing
building envelope, assuming a mix of studio floor plans with full kitchens and baths. In addition, Salerno
Livingston Architects engaged a general contractor to provide a construction cost estimate for the proposed
improvements. The hypothetical assumptions of the appraisal included 81 studio units averaging 330
square feet. Froboese Reality Advisors determined that the unrestricted market value of the hypothetical
project is $5,850,000. The purchase offer is above appraised value and meets the requirements of the Hotel
Metro Real Estate Disposition Policy.

FISCAL CONSIDERATIONS

The proposed funding sources and uses approved by this action were not included in the approved Fiscal
Year (FY) 2016 Housing Authority Approved Budget. Approving this action will authorize the Housing
Commission to expend up to $600,000 in addition to the FY 2016 budget as approved by the Housing
Authority, to pay off of the first trust deed from the City of San Diego (City), concurrently with the
close of escrow for the sale of the Hotel Metro. It is anticipated that sales proceeds will be sufficient to
repay the City loan and pay the closing costs. In addition, the Housing Commission received approvals
to expend $3,000,000 of sales proceeds to provide housing opportunities to homeless veterans as
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outlined in The 1,000 Homeless Veterans Initiative of HOUSING FIRST-SAN DIEGO, the Housing
Commission’s three-year Homelessness Action Plan (Housing Authority Resolution No. HA-1681 and
City Council Resolution R-310284). The remaining excess proceeds will be utilized for affordable
housing activities permitted by applicable law.

Funding Sources approved by this action will be as follows:
Locally generated revenues (proceeds from sale of Hotel Metro) - $6,100,000

Funding uses approved by this action will be as follows:

The 1,000 Homeless Veterans Initiative (Housing Authority Resolution No. HA-1681 and City Council
Resolution R-310284) - $3,000,000

City First Trust Deed Loan - $600,000

CBRE Broker Commission - $250,000

Property insurance and other related holding and closing costs - $50,000

Remaining proceeds to be used for future affordable housing activities - $2,200,000

Approving this action will further give the President & CEO, or designee, the authority to substitute the
funding sources with other funding sources available, should the operational need arise or should such
action be to the benefit of the Housing Commission and its mission.

PREVIOUS COUNCIL and/or COMMITTEE ACTION

The Housing Commission approved the disposition of Hotel Metro on June 24, 2013. The Housing
Authority approved the disposition of Hotel Metro on June 25, 2013. The Housing Commission and
Housing Authority approved the Hotel Metro Real Estate Disposition Policy (PO-RED-300.104)
specific to Hotel Metro on June 25, 2015, and June 30, 2015, at their respective meetings. The San
Diego City council approved the delegation of authority to the Housing Commission to provide final
approval of the sale of Hotel Metro on June 30, 2015. On October 9, 2015, November 20, 2015, and
March 11, 2016, the Housing Commission Board of Commissioners reviewed offers during closed
session and gave directions to real estate negotiators concerning the disposition of the Hotel Metro.

ENVIRONMENTAL REVIEW

Development within the Downtown Community Planning (DCP) area is covered under the Final
Environmental Impact Report (FEIR) for the DCP Centre City Planned District Ordinance, and 10th
Amendment to the Centre City Redevelopment Plan, certified by the Former Redevelopment Agency
(Former Agency) and City Council on March 14, 2006 (Resolutions R-04001 and R-301265) and
subsequent addenda to the FEIR certified by the Former Agency on August 3, 2007 (Resolution R-
04193) April 21, 2010 (Former Agency Resolution R-04508 and R-04510), and August 3, 2012 (Former
Agency Resolution R-04544). The FEIR is a “Program EIR” prepared in compliance with California
Environmental Quality Act (CEQA) Guidelines Section 15168. On May 31, 2013, an FEIR Consistency
Evaluation (Evaluation) was completed in accordance with CEQA Guideless Section 15168.

The Evaluation concluded that the FEIR adequately describes the project for the purposes of CEQA and
that the project is within the scope of the development program described in the FEIR. In addition, in
accordance with the provisions of CEQA Guidelines Section 15162, no substantial changes or new
information of substantial importance in the Project exist.



March 30, 2016
Disposition of Hotel Metro
Page 4

The disposition activity described in this report was contemplated in an Environmental Assessment that
was prepared for the project and a Finding of No Significant Impact (FONSI) was made in accordance
with the requirements of Part 58.71 of Title 24 of the Code of Federal Regulations and the National
Environmental Policy Act (NEPA). Authorization for the use of grant funds was subsequently issued by
the U.S. Department of Housing and Urban Development on January 22, 2014.

Respectfully submitted, Approved by,

Tod Myarns Oblbrart N lone
Ted Miyahara Deborah N. Ruane
Director Housing Finance Senior Vice President

Real Estate Division Real Estate Division

Attachments: 1) Hotel Metro Real Estate Disposition Policy PO-RED-300.104
2) Fowler Property Acquisition Fund, LLC Development
3) Hotel Metro Appraisal

Disclosure Statement

Hard copies are available for review during business hours at the security information desk in the main
lobby of the San Diego Housing Commission offices at 1122 Broadway, San Diego, CA 92101 and at
the Office of the San Diego City Clerk, 202 C Street, San Diego, CA 92101. You may also review
complete docket materials on the San Diego Housing Commission website at www.sdhc.org.
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SAN DIEGO Attachment 1

A

HOUSING
I I COMMISSION

POLICY

EFFECTIVE DATE: 6/30/2015 NO: PO-RED-300.104.1
SUBJECT: HOTEL METRO REAL ESTATE DISPOSITION POLICY
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1 Purpose

To provide a policy of the San Diego Housing Commission concerning the disposition and sale
of the Hotel Metro Properties by the Board of Commissioners of the San Diego Housing
Commission to be implemented by the President/Chief Executive Office of the San Diego
Housing Commission.

2 Policy

Implementation of Sale or Disposition of the Hotel Metro Properties

2.1 In order to allow for expeditious sale and disposition of the Hotel Metro properties
without approval by the Board of the Housing Authority of the City of San Diego
(Housing Authority), the Housing Authority and the City Council of the City of San
Diego hereby delegates to the Board of Commissioners of the San Diego Housing
Commission (Board of Commissioners) and to the President & Chief Executive Officer
of the San Diego Housing Commission (CEQO) the power to sell and dispose of the Hotel
Metro properties without further approval by the Housing Authority on the following
terms and conditions:

Conditions for Sale or Disposition Hotel Metro Properties

2.2 The CEO is given and delegated the full authority and power to make expenditures within
his or her procurement authority, as referenced within the Housing Authority approved
procurement policy, if determined necessary or advisable by the CEO, before such sale
may expend such funds as are necessary to allow for a timely sale and closing of escrow.

2.3 The sale and disposition of the Hotel Metro Properties shall be sold and disposed of by
the CEO in accordance with the procedures set forth within Health and Safety Code
Section 34312.3 and/or 34315.7, or other applicable provisions, after public hearing
before the Board of Commissioners.

2.4  The CEO is authorized to review, approve and execute any and all documents and to
perform such acts as are necessary and/or appropriate and/or convenient to effectuate and
implement the sales and dispositions referenced in this policy.
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2.5

2.6

2.7

2.8

The CEO is authorized to contract directly with brokers and/or cooperate with brokers to
effectuate the sales and dispositions and to pay commissions as appropriate within the
standard of practice within the commercial real estate community as determined by the
CEO with input from the General Counsel.

All sales and dispositions shall be accomplished in a manner that sales prices at or above
fair market value of the properties as determined at the time of sale taking into
consideration the condition of the property and all other factors that affect the market
value of the properties being sold.  To the extent that any proposed sale or disposition
does not meet all of the requirements set forth within this policy, it must be forwarded to
the Housing Authority for approval prior to the consummation of the proposed sales or
dispositions.

Any action taken by the Board of Commissioners to sell or dispose of the Hotel Metro
properties shall be determined by a vote of the Board of Commissioners. After the
approval of the sale of the Hotel Metro Properties a seven (7) day written notice shall be
delivered to each of the Members of the Housing Authority. Within seven (7) days of the
receipt of such written notice, any one (1) Member of the Housing Authority may elect to
have the entire Housing Authority, respectively, review a proposed sale or disposition.
Such review shall be pursuant to the provisions of San Diego Municipal Code Section
98.0301(e), in the case of the review by the Housing Authority of the City of San Diego.
If any Member of the Housing Authority elects to hear the matter, the sale or disposition
shall not proceed until such hearing occurs before the full Board of Commissioners of the
Housing Authority. Any action of the Board of Commissioners shall not become final
until seven (7) days have elapsed from the written notice to the Housing Authority
Members, without any Member of the Housing Authority seeking review of the decision.
If a review is sought of a decision of the Board of Commissioners, by any Member of the
Housing Authority, any action of the Board of Commissioners shall not be final until it is
reviewed by the Members of the Housing Authority.

Any action by the Board of Commissioners to sell or dispose of Hotel Metro properties
shall not become final until seven (7) days have elapsed, with no election by any Member
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2.9

2.10

2.11

2.12

2.13

2.14

2.15

2.16

2.17

of the Housing Authority to hear the matters(s).

The CEO is delegated the power and authority to arrange for lending and/or borrowing as
is required to allow the properties to be disposed of and/or sold, as approved by the Board
of Commissioners.

The CEO shall comply with any and all applicable laws associated with the sale of
properties such as the Hotel Metro.

The CEO shall report to the Board of Commissioners and the Housing Authority, at the
end of the quarter in which the Hotel Metro properties have closed escrow.

The CEO may adopt Administrative Regulations to implement this policy as necessary.

The CEO shall, as necessary or appropriate, acquire real estate appraisals of the Hotel
Metro properties, or update existing appraisals, before sale or disposition, but only to the
extent necessary to comply with any applicable laws or regulations concerning the sale or
disposition of the Hotel Metro properties, as required by law.

This policy is adopted pursuant to the provisions of Health and Safety Code Section
34320 affecting the disposition of real property.

This delegation by the City Council of the City of San Diego is made pursuant to the
provision of San Diego Municipal Code Section 98.0301(d).

All sales and dispositions shall comply with any and all federal, state, local and Housing
Commission conflict of interest provisions and shall preclude the sale of property to any
person or entity that would have a conflict of interest under any applicable law. No sales
shall be made to insiders at preferential rates and each sale shall be an arms length bona
fide transaction.

This policy does not authorize the sale or disposition of any multifamily housing
project(s) except the Hotel Metro properties without the approval of the Housing
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Authority of the city of San Diego, as required by San Diego Municipal Code Section
98.0301.
Approved:
NU=2 =5-15
Jeff Davis\&/ Date

Executive Vice President & Chief Operating Officer
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DEVELOPERS/CONSULTANTS/SELLERS/CONTRACTORS/
ENTITY SEEKING GRANT/BORROWERS
(Collectively referred to as ""CONTRACTOR'"' herein)
Statement for Public Disclosure
Name of CONTRACTOR: Fowler Property Acquisitions, LLC
Address and Zip Code: 100 Bush Street, Suite 1625, San Francisco, CA 94104
Telephone Number: (415) 925-3100
Name of Principal Contact for CONTRACTOR: Michael B. Earl
Federal Identification Number or Social Security Number of CONTRACTOR: 33-1083684

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

AN T

[] A corporation (Attach Articles of Incorporation)
] A nonprofit or charitable institution or corporation. (Attach copy of Articles of Incorporation and documentary

evidence verifying current valid nonprofit or charitable status)
[] A partnership known as:

(Name)

Check one:
[] General Partnership (Attach statement of General Partnership)
[] Limited Partnership (Attach Certificate of Limited Partnership)
] A business association or a joint venture known as:

(Attach joint venture or business association agreement)
[] A Federal, State or local government or instrumentality thereof.

Other (explain) Limited Liability Company

7. If the CONTRACTOR is not an individual or a government agency or instrumentality, give date of organization:
1/28/2004

8.  Provide names, addresses, telephone numbers, title of position (if any) and nature and extent of the interest of the current
officers, principal members, shareholders, and investors of the CONTRACTOR, other than a government agency or
instrumentality, as set forth below:

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

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



10.

11.

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

d. If the CONTRACTOR 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 interest.

e. If the CONTRACTOR is some other entity, the officers, the members of the governing body, and each
person having an interest of more than 10%.(Attach extra sheet if necessary)

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

of character and extent of interest

Name: Gregory A Fowler Living Trust 100% Owner

Address:4685 MacArthur Court, Suite 400

Newport Beach, CA 92660

Name:

Address:

Name:

Address:

Has the makeup as set forth in Item 8(a) through 8(e) changed within the last twelve (12) months? If yes, please
explain in detail.

No

Is it anticipated that the makeup as set forth in Item 8(a) through 8(e) will change within the next twelve (12)
months? If yes, please explain in detail.

No

Provide name, address, telephone number, and nature and extent of interest of each person or entity (not named in
response to Item 8) who has a beneficial interest in any of the shareholders or investors named in response to Item 8
which gives such person or entity more than a computed 10% interest in the CONTRACTOR (for example, more
than 20% of the stock in a corporation which holds 50% of the stock of the CONTRACTOR or more than 50% of
the stock in the corporation which holds 20% of the stock of the CONTRACTOR): NA

Position Title (if any) and percent of interest or
Name and Address description
of character and extent of interest
Name:
Address:
Name:
Address:
Name:
Address:




12.

13.

14.

15.

16.

Names, addresses and telephone numbers (if not given above) of officers and directors or trustees of any corporation
or firm listed under Item 8 or Item 11 above:

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

Name: Michael B. Earl Manager

Address: 15 Coronado Pt

Laguna Niguel, CA

Name:

Address:

Name: Gregory A Fowler Manager

Address: 4685 MacArthur Court, Suite 400

Newport Beach, CA 92660

Is the CONTRACTOR a subsidiary of or affiliated with any other corporation or corporations, any other firm or any
other business entity or entities of whatever nature? If yes, list each such corporation, firm or business entity by
name and address, specify its relationship to the CONTRACTOR, and identify the officers and directors or trustees
common to the CONTRACTOR and such other corporation, firm or business entity. NA

Name and Address Relationship to CONTRACTOR

Name:

Address:

Name:

Address:

Name:

Address:

Provide the financial condition of the CONTRACTOR as of the date of the statement and for a period of twenty-four
(24) months prior to the date of its statement as reflected in the attached financial statements, including, but not
necessarily limited to, profit and loss statements and statements of financial position.

If funds for the development/project are to be obtained from sources other than the CONTRACTOR's own funds,
provide a statement of the CONTRACTOR's plan for financing the development/project:
We have a fully discretionary fund vehicle, FPA Apartment Opportunity Fund , with $1.4B of buying power.

Provide sources and amount of cash available to CONTRACTOR to meet equity requirements of the proposed
undertaking: Fund V announcement Attached

a. In banks/savings and loans:
Name:
Address:
Amount: $



b. By loans from affiliated or associated corporations or firms: NA
Name:
Address:
Amount: $

c. By sale of readily salable assets/including marketable securities: NA

Description Market Value ($) Mortgages or Liens ($)

17. Names and addresses of bank references, and name of contact at each reference:

Name and Address Contact Name
Name: Bank of America Jeffrey S Kim

Address: 555 California Street, 6th Floor

San Francisco, CA 94104, 415.913.3271

Name:

Address:

Name: Wells Fargo Tom Sawatske

Address: 420 Montgomery Street, 6th Floor

San Francisco, CA 94104, 415.396.0979

18. Has the CONTRACTOR or any of the CONTRACTOR's officers or principal members, shareholders or investors,
or other interested parties been adjudged bankrupt, either voluntary or involuntary, within the past 10 years?

[ ]Yes B(NO

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

19. Has the CONTRACTOR or anyone referred to above as "principals of the CONTRACTOR" been convicted of any
felony within the past 10 years?

[ ] Yes B(No

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



20.

List undertakings (including, but not limited to, bid bonds, performance bonds, payment bonds and/or improvement
bonds) comparable to size of the proposed project which have been completed by the CONTRACTOR including
identification and brief description of each project, date of completion, and amount of bond, whether any legal action
has been taken on the bond: NA

Date of Amount of

Type of Bond Project Description Completion Bond Action on Bond

21.

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

Name and addresses of such contractor or builder:

Name and Address Affiliation

Name: Redwood Construction, Inc.
Address: 4685 MacArthur Court, Suite 400

Newport Beach, CA 92660
Name:
Address:
Name:
Address:

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 MNO

If yes, please explain, in detail, each such instance:

Total amount of construction or development work performed by such contractor or builder during the last three
(3) years:  $ 150,000,000

General description of such work: : Real estate contracting & construction management specializing in exterior
and interior renovations and repositioning for multifamily communities, student housing, RV resorts and
commercial retail/office projects. General scope includes extensive construction renovation work to add
significant value to exteriors, common areas, amenities/recreational features, MEP systems and interior
upgrades, such as flooring, fixtures, cabinets, and countertops.




List each project, including location, nature of work performed, name, address of the owner of the project,
bonding companies involved, amount of contract, date of commencement of project, date of completion, state
whether any change orders were sought, amount of change orders, was litigation commenced concerning the
project, including a designation of where, when and the outcome of the litigation. (Attach extra sheet if

necessary) NA

Project Name

Project Owner

Contact Information
Name

Address

Project Location

Project Details

Bonding Company

Involved Name

Amount of Contract

Change Order Details

Change Order Cost

Litigation Details

Location/Date

Outcome Details

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

Identification of Contract or . Date to be
Development Location Amount Completed
Flying Flags RV Resort Buellton, CA 7,000,000.00 03/30/2017
Alderwood RV Resort Spokane, WA 599,553.00 01/31/2016
Silvercove RV Resort Silverlake, WA 744,881.00 09/30/2016
Sheltercove RV Resort Odell Lake, OR 1,050,058.53 10/31/2016
The Hub at Auburn Auburn, AL 1,104,603 10/31/15
The Kezie Birmingham, AL 3,091,173 12/31/18
The Social at Auburn Auburn, AL 2,128,031 12/31/17
100 Inverness Birmingham, AL 3,863,921.05 06/30/18
505 West Tempe, AZ 3,952,222 06/30/17
Carlyle at South Mountain Phoenix, AZ 3,491,872.12 10/31/18




Carlyle TH at So. Mountain Phoenix, AZ 2,604,182.32 09/30/17
Mirabella Avondale, AZ 581,623 01/31/16
3800 Lux Avondale, AZ 468,378 01/31/16
The Nines Tempe, AZ 2,830,400 08/30/16
The Standard Tempe, AZ 2,038,089.58 06/30/16
Studio 710 Tempe, AZ 2,606,834.38 04/30/16
Artessa Riverside, CA 1,445,011.20 03/30/16
Atherton Chula Vista, CA 1,672,640 03/30/17
Del Flora Redlands, CA 872,989 03/30/16
The Diplomat Lompoc, CA 1,769,000.42 08/30/16
Enclave Fresno, CA 1,904,000 03/30/17
The Henley Suisun City, CA 2,386,800 06/30/17
Latitude Santa Ana, CA 3,224,707 12/31/15
Latitude IT Santa Ana, CA 3,198,322 03/30/16
Mosaic Pittsburg, CA 1,402,216.13 10/31/15
ReNew at the Shops Mission Viejo, CA 14,044,835 12/31/17
Solare Santa Ana, CA 2,640,000.32 09/30/16
Ascend at Red Rocks Lakewood, CO 5,916,000 03/30/17
The Centre Colorado Springs, CO 2,142,135.19 04/30/16
Elevate at Red Rocks Lakewood, CO 1,505,000 12/31/16
Waterfront I Lakewood, CO 1,929,939.47 09/30/16
Waterfront II Lakewood, CO 1,559,757.69 06/30/16
The Social at So. Florida Lutz, FL 1,878,881.07 06/30/18
The Social at Tallahassee Tallahassee, FL 1,454,000 06/30/18
The Addison at Sandy Springs Sandy Springs, GA 2,006,000 12/31/17
The BelAire Marietta, GA 1,429,145.90 10/31/16
The District at Vinings Atlanta, GA 2,261,387.43 8/31/17

The Estuary Atlanta, GA 5,844,075 12/31/18
The Taylor Marietta, GA 2,628,000 09/30/18
Bacaro at South Shores Las Vegas, NV 1,664,200 09/30/16
Emory Las Vegas, NV 888,000 03/30/16




Reflections at the Lakes Las Vegas, NV 2,217,411 06/30/16
The Bryant Oklahoma City, OK 1,584,000 12/31/16
The Habitat Portland, OR 1,572,499 03/31/17
Hanover Beaverton, OR 840,000 12/10/15
Belvedere Houston, TX 3,491,242.57 12/31/15
The Crosby Houston, TX 3,898,655 12/31/16
Dobie Twenty21 Austin, TX 9,550,139 06/30/17
The Edison Houston, TX 4,028,308.72 06/30/18
The Hudson Houston, TX 3,990,604 12/31/16
The Morgan Houston, TX 3,478,078 09/30/16
Wilcox Houston, TX 2,604,525.44 12/31/16
Wilshire Deer Park, TX 2,592,000 12/31/16
The Argyle Federal Way, WA 2,018,302 06/30/17
The BLVD Kent, WA 1,485,000 12/31/17
The Commons Federal Way, WA 2,041,298.71 10/10/15
Constellation Renton, WA 1,366,199.66 12/10/15
Grammercy Renton, WA 4,259.479.18 10/31/17
The Harrison Lakewood, WA 1,172,232.68 12/31/17
The Montrose Burien, WA 1,067,000 12/31/17
Park 120 Everett, WA 2,241,000 12/10/15
Pavillion Federal Way, WA 2,153,115.52 12/31/16
Pavillion IT Federal Way, WA 1,951,372 12/31/16
The Raleigh Burien, WA 546,000 12/31/16
The Row Kent, WA 2,717,000 12/31/17
The Stinson Everett, WA 1,150,000 12/31/17
The Union Federal Way, WA 2,013,000 12/31/17
The Venue Renton, WA 4,084,420.02 12/31/16
V7 (Village on Seventh) Vancouver, WA 1,098,180.59 12/10/15
Bloomington Storage Bloomington, MN 518,000 04/30/16
2082 Michelson Irvine, CA 2,500,000 05/31/16
368 Jackson Street San Francisco, CA 350,000 01/15/2016




e.  Outstanding construction-contract bids of such contractor or builder: NA— We only construct projects we own.

Awarding Agency Amount Date Opened

22. Provide a detailed and complete statement regarding 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:

In attached Corporate Profile

23.  Does any member of the governing body of the San Diego Housing Commission (“SDHC”), Housing Authority of
the City of San Diego ("AUTHORITY") or City of San Diego ("CITY"), to which the accompanying proposal is
being made or any officer or employee of the SDHC, the AUTHORITY or the CITY who exercises any functions or
responsibilities in connection with the carrying out of the project covered by the CONTRACTOR's proposal, have
any direct or indirect personal financial interest in the CONTRACTOR or in the proposed contractor?

[ ] Yes jXINo

If yes, explain:

24.  Statements and other evidence of the CONTRACTOR's qualifications and financial responsibility (other than the
financial statement referred to in Item 8) are attached hereto and hereby made a part hereof as follows:

Corporate Profile Attached

25. Is the proposed CONTRACTOR, and/or are any of the proposed subcontractors, currently involved in any
construction-related litigation?

[ ] Yes KNO

If yes, explain:
26. State the name, address and telephone numbers of CONTRACTOR's insurance agent(s) and/or companies for the
following coverage’s: List the amount of coverage (limits) currently existing in each category:
Agent: Chris Austin; Commercial Insurance Group; 3933 Elm Street, Dallas, TX 75226 214-420-0308

a. General Liability, including Bodily Injury and Property Damage Insurance [Attach certificate of insurance
showing the amount of coverage and coverage period(s)]

Check coverage(s) carried:



27.

28.

Comprehensive Form Yes, $1,000,000.00 per occurrence

Premises — Operations $1,000,000.00 per occurrence

Explosion and Collapse Hazard $1,000,000.00 per occurrence
Underground Hazard $1,000,000.00 per occurrence
Products/Completed Operations Hazard $1,000,000.00 per occurrence
Contractual Insurance e$1,000,000.00 per occurrene

Broad Form Property Damage Yes, $1,000,000.00 per occurrence
Independent Contractors Yes $1,000,000.00

Personal Injury $1,000,000.00

b. Automobile Public Liability/Property Damage [Attach certificate of insurance showing the amount of
coverage and coverage period(s)]

Check coverage(s) carried:
Comprehensive Form Yes, $1,000,000.00 Combined Single Limit
Owned Covered
Hired Included
Non-Owned Included

c. Workers Compensation [Attach certificate of insurance showing the amount of coverage and coverage
period(s)] Yes, $1,000,000. Each Accident; $1,000,000. Each Employee Disease $1,000,000. Disease
Policy Limit

a. Professional Liability (Errors and Omissions) [Attach certificate of insurance showing the amount of
coverage and coverage period(s)] No

b. Excess Liability [Attach certificate(s) of insurance showing the amount of coverage and coverage
period(s)] $50,000,000.00 per occurrence

c. Other (Specify) [Attach certificate(s) of insurance showing the amount of coverage and coverage
period(s)] Employee Dishonesty: $2,000,000.00 Per Claim; Employment Practices Liability
$2,000,000.00 per Claim

CONTRACTOR warrants and certifies that it will not during the term of the PROJECT, GRANT, LOAN,
CONTRACT, DEVELOPMENT and/or RENDITIONS OF SERVICES discriminate against any employee, person,
or applicant for employment because of race, age, sexual orientation, marital status, color, religion, sex, handicap, or
national origin. The CONTRACTOR will take affirmative action to ensure that applicants are employed, and that
employees are treated during employment, without regard to their race, age, sexual orientation, marital status, color,
religion, sex, handicap, or national origin. Such action shall include, but not be limited to the following:
employment, upgrading, demotion or termination; rates of pay or other forms of compensation; and selection for
training, including apprenticeship. The CONTRACTOR agrees to post in conspicuous places, available to
employees and applicants for employment, notices to be provided by the SDHC setting forth the provisions of this
nondiscrimination clause.

The CONTRACTOR warrants and certifies that it will not without prior written consent of the SDHC, engage in any
business pursuits that are adverse, hostile or take incompatible positions to the interests of the SDHC, during the term
of the PROJECT, DEVELOPMENT, LOAN, GRANT, CONTRACT and/or RENDITION OF SERVICES.
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29.

30.

CONTRACTOR warrants and certifies that no member, commissioner, councilperson, officer, or employee of the
SDHC, the AUTHORITY and/or the CITY, no member of the governing body of the locality in which the PROJECT
is situated, no member of the government body in which the SDHC was activated, and no other public official of
such locality or localities who exercises any functions or responsibilities with respect to the assignment of work, has
during his or her tenure, or will for one (1) year thereafter, have any interest, direct or indirect, in this PROJECT or
the proceeds thereof.

List all citations, orders to cease and desist, stop work orders, complaints, judgments, fines, and penalties received by
or imposed upon CONTRACTOR for safety violations from any and all government entities including but not
limited to, the City of San Diego, County of San Diego, the State of California, the United States of America and any
and all divisions and departments of said government entities for a period of five (5) years prior to the date of this
statement. If none, please state: NA

Government Entity Making | Date Resolution

Complaint

31.

32.

Has the CONTRACTOR ever been disqualified, removed from or otherwise prevented from bidding on or
completing a federal, state, or local government project because of a violation of law or a safety regulation?

[ ] Yes B(No

If yes, please explain, in detail,

Please list all licenses obtained by the CONTRACTOR through the State of California and/or the United States of
America which are required and/or will be utilized by the CONTRACTOR and/or are convenient to the performance
of the PROJECT, DEVELOPMENT, LOAN, GRANT, CONTRACT, or RENDITION OF SERVICES. State the
name of the governmental agency granting the license, type of license, date of grant, and the status of the license,
together with a statement as to whether the License has ever been revoked:

Government Agency License Description License Number

Date Issued Status Revocation
(Original) (Current) (Yes/No)

CSLB B-General Building 800432 10/22/01 Active No

Contractor

33.

Describe in detail any and all other facts, factors or conditions that may adversely affect CONTRACTOR's ability to
perform or complete, in a timely manner, or at all, the PROJECT, CONTRACT, SALES of Real Property to,
DEVELOPMENT, repayment of the LOAN, adherence to the conditions of the GRANT, or performance of
consulting or other services under CONTRACT with the SDHC.

None
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34.

Describe in detail, any and all other facts, factors or conditions that may favorably affect CONTRACTOR's ability to
perform or complete, in a timely manner, or at all, the PROJECT, CONTRACT, DEVELOPMENT, repayment of
the LOAN, adherence to the conditions of the GRANT, or performance of consulting or other services under
CONTRACT with the SDHC.

Purchased and renovated over 80,000 units valued at over $5 billion in total volume since inception.

35. List all CONTRACTS with, DEVELOPMENTS for or with, LOANS with, PROJECTS with, GRANTS from,
SALES of Real Property to, the SDHC, AUTHORITY and/or the CITY within the last five (5) years: NA

Entity Involved Status
Date (i.e. City SDHC, etc) (Current, de::trétl)uent, repaid, Dollar Amount
36.

37.

38.

1.

3.

Within the last five years, has the proposed CONTRACTOR, and/or have any of the proposed subcontractors, been
the subject of a complaint filed with the Contractor's State License Board (CSLB)?

[] Yes >Kj No

If yes, explain:

Within the last five years, has the proposed CONTRACTOR, and/or have any of the proposed subcontractors, had a
revocation or suspension of a CONTRACTOR's License?

[ ] Yes ]X(No

If yes, explain:

List three local references that would be familiar with your previous construction project:

Name: JC Baldwin
Address: 2469 Impala Drive, Carlsbad, CA 92008
Phone: 760.438.9275

Project Name and Description: ~ Oceanbreeze (soils stabilization), Lands End (Bluff stabilization)
Name: Window Solutions

Address: 344 E. Valley Parkway, Escondido, CA 92025

Phone:  760.757.4923

Project Name and Description: Oceana (supply and install windows)

Name: Pan Western

Address: 12396 World Trade Dr. Suite 102, San Diego, CA 92128

Phone:  858.487.9907

Project Name and Description: ~ Multiple (due diligence services)
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39. Give a brief statement regarding equipment, experience, financial capacity and other resources available to the
Contractor 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.

In Corporate Profile

40. Give the name and experience of the proposed Construction Superintendent.

Name

Experience

Todd Stark

Mr. Stark attended Central Washington University where he studied
international finance with minors in mathematics and Japanese. He has
worked on construction projects throughout parts of the United States and
Asia. His experience covers a broad range from multi million dollar custom
homes to $55,000,000 in housing authority redevelopments. His new
construction projects include industrial buildings; commercial both retail
and office buildings; mixed use high rise; apartment complexes; condos;
residential planned communities; agricultural storage buildings; concrete
tilt-ups; block and red iron construction; metal framing; street construction;
overseen roads with utilities; redirected and new construction of city canals.
His experience also includes working on the design team of an international
grocery store. He has worked in land acquisitions, annexations and
rezoning. Since joining Redwood in 2004, Mr. Stark has worked on
remodels of industrial spaces, office and retail malls, apartments and
storage facilities. Mr. Stark has managed over $550 million in multifamily
renovation projects while at Redwood Construction.”With his variety of
contacts in the construction industry he is readily able to facilitate our
operations. Also worked on prisons and hotels.
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CONSENT TO PUBLIC DISCLOSURE BY CONTRACTOR

By providing the "Personal Information", (if any) as defined in Section 1798.3(a) of the Civil Code of the State of
California (to the extent that it is applicable, if at all), requested herein and by seeking a loan from, a grant from, a contract
with, the sale of real estate to, the right to develop from, and/or any and all other entitlements from the SAN DIEGO
HOUSING COMMISSION ("SDHC"), the HOUSING AUTHORITY OF THE CITY OF SAN DIEGO
("AUTHORITY") and/or the CITY OF SAN DIEGO ("CITY"), the CONTRACTOR consents to the disclosure of any and
all "Personal Information" and of any and all other information contained in this Public Disclosure Statement.
CONTRACTOR specifically, knowingly and intentionally waives any and all privileges and rights that may exist under
State and/or Federal Law relating to the public disclosure of the information contained herein. With respect to "Personal
Information", if any, contained herein, the CONTRACTOR, by executing this disclosure statement and providing the
information requested, consents to its disclosure pursuant to the provisions of the Information Practices Act of 1977, Civil
Code Section 1798.24(b). CONTRACTOR is aware that a disclosure of information contained herein will be made at a
public meeting or meetings of the SDHC, the AUTHORITY, and/or the CITY at such times as the meetings may be
scheduled. CONTRACTOR hereby consents to the disclosure of said "Personal Information", if any, more than thirty (30)
days from the date of this statement at the duly scheduled meeting(s) of the SDHC, the AUTHORITY and/or the CITY.
CONTRACTOR acknowledges that public disclosure of the information contained herein may be made pursuant to the

provisions of Civil Code Section 1798.24(d).

CONTRACTOR represents and warrants to the SDHC, the AUTHORITY and the CITY that by providing the information
requested herein and waiving any and all privileges available under the Evidence Code of the State of California, State and
Federal Law, (to the extent of this disclosure that the information being submitted herein), the information constitutes a
"Public Record" subject to disclosure to members of the public in accordance with the provisions of California

Government Section 6250 et seq.

CONTRACTOR specifically waives, by the production of the information disclosed herein, any and all rights that
CONTRACTOR may have with respect to the information under the provisions of Government Code Section 6254
including its applicable subparagraphs, to the extent of the disclosure herein, as well as all rights of privacy, if any, under

the State and Federal Law.

St
Executed this 2 day of @d— . 2050 !‘5, at San Diego, California.




CERTIFICATION

— = .J S L/L’L
The CONTRACTOR, o) LKJLPRD%E"'\V Quﬂ\ﬁ,‘-”h'e;}af)y certifies that this CONTRACTOR's Statement for Public
Disclosure and the attached information/evidence of the CONTRACTOR's qualifications and financial responsibility,
including financial statements, are true and correct to the best of CONTRACTOR’S knowledge and belief.

Title: MAN @ bl itle: M Pl acLET-

Dated: (O-7-15 Dated: (@ -1\ %

WARNING: 18 U.S.C. 1001 provides, among other things, that whoever knowingly and willingly makes or uses a
document or writing containing any false, fictitious or fraudulent statement or entry, in any matter within the
jurisdiction or any department or agency of the United States, shall be fined not more than $10,000 or imprisoned
for not more than five years, or both.

JURAT
State of California
County of ORAR 6L
Subscribed and sworn to (or affirmed) before me on this “] _ dayof Ot , 20 (&

by /YUDNL—&{ B-Earl dnd GRE0RS A-FPourer personally known to me

-proved to me on the basis of

Signatur N otary

satisfactory evidence to be the person(s) who appeared before me.

e MAURIELLO j%
' : Commission # 2076663 g
Notary Public - California g
Orange Gounty =

My Comm. Expires Aug 29,2018

SEAL
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March 28, 2016

Ted Miyahara

San Diego Housing Commission
1122 Broadway Street

San Diego, CA 92101

RE: Hotel Metro
434 & 435 13th Street
San Diego, CA 92101

Dear Mr. Miyahara,

| have conducted the investigation and analysis required to prepare an appraisal of the above
referenced property which is presented in the following Appraisal report. All analysis, conclusions and
opinions have been rendered on the basis of a disinterested third party. The depth of the analysis was
intended to be appropriate in relation to the significance of the appraisal problem. As such, the report
sets forth detailed information regarding the property identification, regional and area economic trends,
data regarding the subject and comparable data, documentation of the investigations and analyses
performed, and the reasoning leading to the conclusions presented.

The purpose of this appraisal is to estimate the value of the subject under the following scenarios:
+ Valuation Scenario 1 - Prospective Unrestricted Market Value - Fee Simple

¢ Valuation Scenario 2 - Prospective Unrestricted Land Value - Fee Simple

It is my understanding that the intended user of the appraisal report will be the San Diego Housing
Commission for internal decision making purposes. The report will be invalid for use by any other
entity or for any other purpose.

The subject currently consists of 194 SRO units. The improvements consist of two, non-contiguous 4-
story buildings of wood frame and stucco construction built in 1990. The subject is planned for a
reconfiguration and rehabilitation and will consist of 81 studio units after rehab. The rehabilitation
budget is estimated at $82,034 per unit. The rehabilitation is scheduled to begin in June 2016 with
completion anticipated for February 2017. The post-rehab unit breakdown and common area square
footage is as follows:

SUBJECT RENTAL UNIT AND COMMON AREA BREAKDOWN

PLAN ROOM COUNT UNIT UNIT AVG. TOTAL
TOTAL | BEDROOMS | BATHS STYLE MIX SQ. FT. SQ. FT.

A 2 0 1 Flat 6 221 1,326
B 2 0 1 Flat 7 269 1,883
C 2 0 1 Flat 25 309 7,725
D 2 0 1 Flat 19 339 6,441
E 2 0 1 Flat 13 376 4,888
F 2 0 1 Flat 9 405 3,645
G 2 0 1 Flat 2 430 860
TOTAL RESIDENTIAL UNIT SQUARE FOOTAGE 81 330 Avg. 26,768
Laundry, Lobbies, Hallw ays and Other Enclosed Areas 15,044
GROSS BUILDING AREA 41,812

1667 S. MISSION ROAD, SUITE H, FALLBROOK, CALIFORNIA 92028-4114

TEL. (760) 723-7885 FAx (760) 723-7864



Project amenities will include a laundry facility in each building, front desk, lobby, and manager office.
The subject’s existing computer room and library will be converted into a manager's unit. The
subject’s grounds will have minimal landscaping in the interior courtyards.

There is no onsite parking. The subject sites consist of two non-contiguous parcels totaling 14,810
square feet located along the east and west sides of 13th Street in the East Village District of
Downtown San Diego. The site’s topography is generally level. The subject property currently
operates with income and rent affordability restrictions and has a ground lease. This analysis
assumes the subject is operating as a vacant project with no income and rent restrictions and
assumes the subject’s ground lease has been terminated.

Significant factors influencing value include:

+ Market rate apartments in Downtown San Diego report 2.3% over 1,308 units surveyed.

¢ SANDAG forecasts Downtown San Diego’s population to increase 11.3% annually through 2020.
+ Cap rates for apartments are near record lows due to high investor demand and low interest rates.
¢ The analysis assumes the subject improvements are 100% vacant with no income/rent restrictions.

¢ The analysis assumes the will undergo a reconfiguration and rehab estimated at $82,034 per unit.

Extraordinary Assumptions
In addition to the standard assumptions and limiting conditions of this report, the appraisal is subject to
the following extraordinary assumptions which might have affected assignment results:

1. The subject property currently operates with income and rent affordability restrictions and has a
ground lease. The site is owned by the San Diego Housing Commission who intends to transfer
the income and rent restrictions to a new property in addition to terminating the ground lease
concurrently with closing. After this process is completed, the subject will be rehabilitated and
reconfigured to 81 studio units without affordability restrictions. The Prospective Unrestricted
Market Value first values the subject’s fee simple interest as an unrestricted market rate project
as reconfigured. A deduction will then be applied for the necessary costs and entrepreneurial
incentive required to completed the rehabilitation. Accordingly, this valuation scenario assumes
the ground lease and affordability restrictions will be terminated concurrently with the closing
date of December 31, 2015.

2. This appraisal values the subject improvements based on the proposed reconfiguration. The
post-rehab unit mix and sizes has been derived from the preliminary conceptual reconfiguration
plans prepared by Salerno/Livingston Architects and dated July 9th, 2015. The Cost Budget
dated March 21, 2016 has been completed by Gilko Contracting & Estimating. The
reconfiguration plans, specifications and costs are preliminary and subject to change. | reserve
the right to modify this valuation should the reconfiguration plan, costs and/or specifications
change significantly from those described in this report.

Hypothetical Conditions

In addition to the standard assumptions and limiting conditions of this report, the appraisal is subject to
the following hypothetical conditions which might have affected assignment results:

1. None.



Based on the research and analyses presented in the following report, | have formed the opinion that,
subject to the assumptions and limiting conditions on pages 4 through 5 of this report, the requested
value estimates were:

SUMMARY OF VALUE CONCLUSIONS
VALUATION PREMISE 2 AUIS(eS VALUE
VALUE ESTIMATE
Prospective Unrestricted M arket Value - Fee Simple 12/312015 $5,850,000
Prospective Unrestricted Land Value - Fee Simple 122/3120155 $2,890,000

| believe this report has been prepared in accordance with the current requirements of the Appraisal
Foundation as set forth in the Uniform Standards of Professional Appraisal Practice (USPAP); Title XI
of the Federal Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) and
the Fair Lending Act. This appraisal is intended to comply with the OCC’s amended Appraisal Rule,
12 CFR, Part 34, Real Estate Lending and Appraisals and with the Interagency Appraisal and
Evaluation Guidelines, dated December 10, 2010. | appreciate this opportunity to be of service and
remain available if you have any questions regarding the appraisal content or my conclusions.

FROBOESE REALTY GROUP, INC.,

Wayne S. Froboese, MAI Scott H. Morey, MAI
Wayne@Froboeserealty.com Scott@Froboeserealty.com
California C.G.R.E.A. #AG009633 California C.G.R.E.A. #AG029848

December 27, 2016 December 30, 2016
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Hotel Metro
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS

Client File Number :N/A

Project Name : Hotel Metro

Street Address : 434 & 435 13th Street

City, State : San Diego, CA 92101

Thomas Bros. Map Ref. :1289-B4

Parcel Number(s) :535-155-04 & 05, 535-156-07, and 760-214-23

Legal Description :Lot "I" in Block 106 of Horton's Addition, in the City of San Diego, County of San Diego, State of

California, according to Map thereof made by L.L. Lockling on file in the office of the county recorder of
San Diego County.

Lots "D" and "E" in Block 105 of Horton's Addition, in the City of San Diego, County of San Diego, State
of California, according to Map thereof made by L.L. Lockling on file in the office of the county recorder
of San Diego County.

Owner of Record : San Diego Housing Commission

Date of Value : December 31, 2015

Date of Appraisal :March 28, 2016

Interest Appraised : Fee Simple

Purpose of Appraisal :The purpose of this appraisal is to estimate the value of the subject under the

valuation scenarios listed in the Summary of Value Conclusions.

Intended Use - It is my understanding that the intended user of the appraisal report will be the San
Diego Housing Commission for internal decision making purposes. The report will
be invalid for use by any other entity or for any other purpose.

Property Description : The subject currently consists of 194 SRO units. The improvements consist of two,
non-contiguous 4-story buildings of wood frame and stucco construction built in 1990. The subject is
planned for a reconfiguration and rehabilitation and will consist of 81 studio units after rehab. The
rehabilitation budget is estimated at $82,034 per unit. The rehabilitation is scheduled to begin in June 2016
with completion anticipated for February 2017. The post-rehab unit breakdown and common area square
footage is as follows:

SUBJECT RENTAL UNIT AND COMMON AREA BREAKDOWN

PLAN ROOM COUNT UNIT UNIT AVG. TOTAL
TOTAL | BEDROOMS | BATHS STYLE MIX SQ. FT. SQ. FT.

A 2 0 1 Flat 6 221 1,326
B 2 0 1 Flat 7 269 1,883
C 2 0 1 Flat 25 309 7,725
D 2 0 1 Flat 19 339 6,441
E 2 0 1 Flat 13 376 4,888
F 2 0 1 Flat 9 405 3,645
G 2 0 1 Flat 2 430 860
TOTAL RESIDENTIAL UNIT SQUARE FOOTAGE 81 330 Avg. 26,768
Laundry, Lobbies, Hallw ays and Other Enclosed Areas 15,044
GROSS BUILDING AREA 41,812

Project amenities will include a laundry facility in each building, front desk, lobby, and manager office. The
subject’s existing computer room and library will be converted into a manager’s unit. The subject’'s grounds
will have minimal landscaping in the interior courtyards.

There is no onsite parking. The subject sites consist of two non-contiguous parcels totaling 14,810 square

feet located along the east and west sides of 13th Street in the East Village District of Downtown San Diego.
The site’s topography is generally level. The subject property currently operates with income and rent

FrRoBoEsSE REALTY GRoOUP, INC.
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affordability restrictions and has a ground lease. This analysis assumes the subject is operating as a vacant
project with no income and rent restrictions and assumes the subject’s ground lease has been terminated.

Highest & Best Use : As Vacant — Development of market rate apartments or affordable housing
project if adequate subsidies could be obtained.

: As Improved — Rehabilitation and reconfiguration of the subject to an
unrestricted project with curing of deferred maintenance as needed.

Based on the research and analyses presented in the following report, | have formed the opinion that,
subject to the assumptions and limiting conditions on pages 4 through 5 of this report, the requested value
estimates were:

SUMMARY OF VALUE CONCLUSIONS
VALUATION PREMISE A0S VALUE
VALUE ESTIMATE
Prospective Unrestricted M arket Value - Fee Simple 12/312015 $5,850,000
Prospective Unrestricted Land Value - Fee Simple 12/312015 $2,890,000
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CERTIFICATION

We certify, to the best of our knowledge and belief,...

*
¢

The statements of fact contained in this report are true and correct.

The reported analysis, opinions and conclusions are limited only by the reported assumptions and
limiting conditions and are my personal, impartial and unbiased professional analyses, opinions
and conclusions.

We have no present or prospective interest in the property that is the subject of this report and we
have no personal interest with respect to the parties involved.

We have no bias with respect to the property that is the subject of this report or to the parties
involved with this assignment.

Our engagement in this assignment was not contingent upon developing or reporting
predetermined results.

The appraisal assignment was not based on a requested minimum valuation, a specific valuation,
or the approval of a loan.

Our compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated result, or the occurrence of a
subsequent event directly related to the intended use of this appraisal.

Our analysis, opinions, and conclusions were developed and this report has been prepared in
conformity with the Uniform Standards of Professional Appraisal Practice.

We have made an interior and exterior inspection of the property that is the subject of this report.

The reported analyses, opinions and conclusions were developed, and this report has been
prepared, in conformity with the Code of Professional Ethics and Standards of Professional
Appraisal Practice of the Appraisal Institute.

The appraiser’s analysis, opinion, and conclusions were developed, and the report has been
prepared in conformity with Title XI of the Federal Financial Institutions Reform, Recovery, and
Enforcement Act of 1989 (FIRREA) and its regulations.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by
its duly authorized representatives.

As of the date of this report, Wayne S. Froboese, MAI and Scott H. Morey, MAI have completed
the requirements under the continuing education program of the Appraisal Institute.

Steven Y. Davis provided assistance in the preliminary data research and selection, confirmations,
analysis, and value estimates of this report. The final value conclusions were made by Scott H.
Morey, MAI and Wayne S. Froboese, MAI.

Wayne S. Froboese, MAI and Scott H. Morey, MAI previously completed an appraisal of the Hotel
Metro SRO building in May 2013.

Dated: March 28, 2016

Wayne S. Froboese, MAI Scott H. Morey, MAI
California C.G.R.E.A. #AG009633 California C.G.R.E.A. #AG029848
December 27, 2016 December 30, 2016
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ASSUMPTIONS AND LIMITING CONDITIONS

This appraisal is subject to the following assumptions and limiting conditions:

1.

10.

The legal description furnished is assumed to be correct. | assume no responsibility for matters
legal in character, nor do | render any opinion as to title, which is assumed to be marketable.
Unless otherwise stated, all existing liens, encumbrances, and easements have been disregarded,
and the property is appraised as though free and clear, under responsible ownership and
competent management.

Statements of value and all conclusions apply as of the date of value as set forth in the letter of
transmittal. The dollar amount of any value opinion rendered is based upon the purchasing power
of the U.S. dollar existing on that date.

The appraiser assumes no responsibility for determining if the property requires environmental
approval by the appropriate governing agencies nor if it is in violation thereof, unless otherwise
noted herein. The appraiser assumes there are no hidden or unapparent conditions of the
property or subsoil which would render it more or less valuable. It is assumed that the soil
conditions are adequate to support standard construction consistent with the highest and best use
and are not subject to any adverse conditions, including a soil contamination, toxic waste or any
other potentially hazardous materials or condition that would normally require the services of a
professional engineer or environmental specialist.

No survey of the subject property has been made. All areas and dimensions have been obtained
from sources considered reliable; however, no liability for them can be assumed by the appraiser.

Exhibits in this report, based on sketches, building plans, plat maps, parcel maps or site plans are
for illustration purposes only and are included to assist the reader in visualizing the matters
discussed herein. They should not be considered surveys or relied upon for any other purposes,
nor should they be removed, reproduced, or used apart from this report.

The appraiser reserves the right to make any adjustments to the valuation herein reported, as may
be required by additional or more reliable or more pertinent data that may become available
subsequent to the conclusions arrived at in this report.

Disclosure of the contents of this report is governed by the by-laws and regulations of the
Appraisal Institute. Neither all nor any part of the contents of this report (especially reference to
the Appraisal Institute or the MAI designation) shall be conveyed to the public through advertising,
public relations, news, sales or other media without written consent and approval of Froboese
Realty Group, Inc..

Any description of the total valuation of this report with allocations between the land and
improvement applies only under the existing program of utilization. The separate valuations for
land and/or improvements must not be used in conjunction with any other appraisal and are invalid
if so used.

The appraiser, by reason of this appraisal report, shall not be required to give testimony or be in
attendance in court, or at any government or other hearing, with reference to the subject property,
without prior arrangements having been made therefore, in writing, relative to such additional
employment.

All major improvements on the land, appear to be structurally sound, unless otherwise noted
within the descriptive portion of the appraisal. However, the appraiser is not an engineer and has
not been instructed to secure a qualified engineer's certification as to the structural soundness of
said improvements or other normally maintained portions of the improvements. Therefore, |
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accept no legal responsibility for structural or mechanical failures that would be not reasonably
obvious in the scope of an appraiser's normal inspection of these items or to a prudent purchaser.

11. Unless otherwise stated in this report, the existence of hazardous materials, which may or may not
be present on the property, was not observed by the appraiser. The appraiser has no knowledge
or information concerning the existence of such materials on or in the property. The appraiser,
however, is not qualified to detect such substances. The presence of substances such as
asbestos, urea-formaldehyde, foam insulation or any other potentially hazardous materials may
affect the value of the property. The value estimate is predicated on the assumption that there is
no such material on or in the property that would cause a loss in value. The appraiser was not
instructed to acquire a hazardous material study, therefore, no responsibility is assumed for any
such conditions, or any expertise to discover them.

12. The photographs are intended to reflect the quality and condition of the improvements. Should a
person or pictures of a person appear in the photographs, it was not controllable by the appraiser.
It was not the intention of the appraiser to include any such images in the photographs. In
compliance with the Fair Lending Act, the value was not influenced by any person’s race, gender
or age, etc. who may have accidentally been included in any of the photos in this report.

13. The issue of compliance with ADA (American’s with Disabilities Act) is beyond the scope of this
appraisal. It is my recommendation that the client retain the services of a qualified expert in the
field of ADA compliance to determine if the property conforms to the requirements, and to
determine the impact of noncompliance upon the use and utility of the subject improvements. The
analyses in this report assume the subject is in compliance with the ADA, as such knowledge is
beyond my expertise.

Extraordinary Assumptions
In addition to the standard assumptions and limiting conditions of this report, the appraisal is subject to
the following extraordinary assumptions which might have affected assignment results:

1. The subject property currently operates with income and rent affordability restrictions and has a
ground lease. The site is owned by the San Diego Housing Commission who intends to transfer
the income and rent restrictions to a new property in addition to terminating the ground lease
concurrently with closing. After this process is completed, the subject will be rehabilitated and
reconfigured to 81 studio units without affordability restrictions. The Prospective Unrestricted
Market Value first values the subject’s fee simple interest as an unrestricted market rate project
as reconfigured. A deduction will then be applied for the necessary costs and entrepreneurial
incentive required to completed the rehabilitation. Accordingly, this valuation scenario assumes
the ground lease and affordability restrictions will be terminated concurrently with the closing
date of December 31, 2015.

2. This appraisal values the subject improvements based on the proposed reconfiguration. The
post-rehab unit mix and sizes has been derived from the preliminary conceptual reconfiguration
plans prepared by Salerno/Livingston Architects and dated July 9th, 2015. The Cost Budget
dated March 21, 2016 has been completed by Gilko Contracting & Estimating. The
reconfiguration plans, specifications and costs are preliminary and subject to change. | reserve
the right to modify this valuation should the reconfiguration plan, costs and/or specifications
change significantly from those described in this report.

Hypothetical Conditions

In addition to the standard assumptions and limiting conditions of this report, the appraisal is subject to
the following hypothetical conditions which might have affected assignment results:

1. None.

Hotel Metro -5-
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DEFINITIONS OF SIGNIFICANT TERMS

Fee Simple Estate means absolute ownership unencumbered by any other interest or estate;
subject only to the limitations imposed by governmental powers of taxation, eminent domain,
police power, and escheat.!

Encumbered Fee Estate means an interest or right in real property that may decrease or
increase the value of the fee estate but does not prevent its conveyance by the owner. (The
encumbrance in this case consists of the affordable housing regulatory agreements and CC&R'’s
voluntarily placed on the property in return for specific favorable financing benefits.)

Highezst and Best Use means the reasonably probable use of property that results in the highest
value.

Hypothetical Condition means that which is contrary to what exists, but is supposed for the
purposes of analysis. Hypothetical conditions assume conditions contrary to known facts about
physical, legal, or economic characteristics of the subject property or about conditions external to
the property, such as market conditions or trends, or the integrity of data used in an analysis.3

Leased Fee Estate means a freehold (ownership interest) where the possessory interest has
been granted to another party by creation of a contractual land-lord-tenant relationship (i.e. a
lease).”

Leasehold Estate means the tenant's possessory interest created by a lease. °

Market Value means the most probable price which a property should bring in a competitive and
open market under all conditions requisite of a fair sale, the buyer and seller each acting prudently
and knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and passing of title from seller to
buyer under the conditions whereby:

1. Buyer and seller are typically motivated;

2. Both parties are well informed or well advised, and acting in what they consider their own best
interests;

3. Avreasonable time is allowed for exposure in the open market;

4. Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements
comparable thereto; and

5. The price represents the normal consideration for the property sold unaffected bg special or
creative financing or sales concessions granted to anyone associated with the sale.

Market Value “As Is” means estimate of the market value of real property in its current physical
condition, use, and zoning as of the appraisal date.

Prospective Opinion of Value means a value opinion effective as of a specified future date. The
term does not define a type of value. Instead, it identifies a value opinion as being effective at
some specific future date. An opinion of value as of a prospective date is frequently sought in
connection with projects that are proposed, under construction, or under conversion to a new use,
or those that have not yet achieved sellout or a stabilized level of long term occupancy.®

The Dictionary of Real Estate Appraisal, Fifth Edition. (Chicago: Appraisal Institute, 2010), p.78.

2The Appraisal of Real Estate, 14™ Edition, (Chicago: Appraisal Institute, 2013), p. 332.

% Uniform Standards of Professional Appraisal Practice, (Washington, DC: Appraisal Foundation, 2000), p. 11.
“The Dictionary of Real Estate Appraisal, Fifth Edition. (Chicago: Appraisal Institute, 2010), p. 111.

*The Dictionary of Real Estate Appraisal, Fifth Edition. (Chicago: Appraisal Institute, 2010), p. 111.

®Office of the Comptroller of the Currency under 12 CFR, Part 34, Subpart C-Appraisals, 34.42 Definitions [f].
” The Dictionary of Real Estate Appraisal Fifth Edition. (Chicago: Appraisal Institute, 2010), p. 12.

®The Dictionary of Real Estate Appraisal, Fifth Edition. (Chicago: Appraisal Institute, 2010), p. 153.
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INTRODUCTION

PURPOSE OF THE APPRAISAL

The purpose of this appraisal is to estimate the value of the subject under the following scenarios:

# Valuation Scenario 1 - Prospective Unrestricted Market Value - Fee Simple
+ Valuation Scenario 2 - Prospective Unrestricted Land Value - Fee Simple

INTENDED USE OF THE APPRAISAL

It is my understanding that the intended user of the appraisal report will be the San Diego Housing
Commission for internal decision making purposes. The report will be invalid for use by any other

entity or for any other purpose.

DATES OF VALUE

The effective date of value is December 31, 2015, which is the assumed date that the affordability

restrictions will be removed and the ground lease will be terminated.

DATE OF REPORT
The date of the report is March 28, 2016.

PROPERTY RIGHTS

| have appraised the fee simple interest in the subject in Valuation Scenarios 1 and 2.

SCOPE OF THE APPRAISAL

The appraisal is presented in the form of an Appraisal Report with a Summary scope per Standards
Rule 2-2 of the 2014-2015 Uniform Standards of Professional Appraisal Practice (USPAP). This
assignment consists of a comprehensive appraisal designed to perform the scope of work necessary
to develop credible assignment results given the intended use. The scope of the analysis will be the
development of all the applicable approaches to value. The report describes significant data and
analysis in support of the assignment results with an emphasis on thorough description of critical data,
analysis and conclusion of value. All analysis, conclusions and opinions have been rendered on the

basis of a disinterested third party.

Demographic and economic data was obtained from various public and private sources. The scope of

this appraisal included an interior and exterior inspection of the subject property, a vehicle inspection
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of the subject's immediate neighborhood, as well as, the general market area. Factual data on the
subject such as title information, assessment data, land and improvement plans were provided by the
client, the developer, and other public and private sources. Information as to the land area has been
derived from public records provided by CoreLogic. | have relied extensively on a copy of the
subject’s reconfiguration plans, costs, and pro forma provided by the borrower. | last inspected the
subject on August 7, 2015.

The three traditional approaches — Cost, Income, and Sales Comparison - were considered for use in
the course of this appraisal assignment. The data deemed pertinent to the appraisal was collected,
analyzed and interpreted through a search of market data services, our historical file of published
reports and articles, as well as, extensive interviews with local developers, apartment property

investors, real estate brokers, knowledgeable local real estate professionals, public officials, etc.

All sale, land, and rent comparables were verified by our firm with a principle, broker or property
manager. When possible, the transactions were verified with more than one source to gain additional
insight into the motivations of all parties involved. All comparable sales were also verified with the
County Recorder's office or a title company. A vehicle inspection of all comparables was conducted.

When possible, interior inspections of the improved comparables were conducted.

The analysis of the factual data and interpretation of market trends was based on an observation of
the market tempered by the opinions, estimates and projections expressed by the market participants

contacted. Finally, the analysis of the data was correlated into the values presented in this report.

LEGAL DESCRIPTION
According to the Preliminary Title Report for the subject from Chicago Title Company dated July 27,

2015, the subject’s legal description is:
435 13" Street: Lots "D" and "E" in Block 105 of Horton's Addition, in the City of San Diego, County

of San Diego, State of California, according to Map thereof made by L.L. Lockling on file in the office of
the county recorder of San Diego County.

434 13" Street: Lot "I" in Block 106 of Horton's Addition, in the City of San Diego, County of San
Diego, State of California, according to Map thereof made by L.L. Lockling on file in the office of the
county recorder of San Diego County.

OWNER OF RECORD

The fee simple title of subject site is currently held by the San Diego Housing Commission. The
improvements are leased to San Diego SRO Limited Partnership who owns the leasehold interest.
The ground lease is scheduled to be terminated concurrently with closing. The value in this appraisal
assumes the ground lease has been dissolved and the fee simple interest of both the land and

improvements are owned by the San Diego Housing Commission.
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SUBJECT'S SALES HISTORY

According to public records provided by CorelLogic, the subject site has had no transfers of title within
the last three years. The San Diego Housing Commission is planning on terminating the ground lease

to create a fee simple interest and taking ownership of the improvements by December 31, 2015.

During the appraisal process, it has come to our attention that the fee simple interest in the Hotel
Metro property is being offered for sale unpriced. We contacted the broker to find out information
regarding submitted offers and pricing; however, no information regarding offers was disclosed. To

the best of our knowledge, the subject is not currently under contract.

Hotel Metro -O-
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REGIONAL ANALYSIS

There are primarily four forces that contribute to value consisting of physical, social, political and

economic influences. Each of these forces is interwoven in an economic matrix.

LOCATIONAL INFLUENCES

San Diego County extends over 4,255 square miles from the military
installation of USMC Camp Pendleton south to the Mexican border,
and from the Pacific Ocean east to Imperial County. The county
contains three distinct zones: the urbanized ten-mile wide coastal
zone, the rural central zone comprised of foothills and the Cleveland
National forest range with elevations to 6,500 feet, and the sparsely
populated eastern portion which contains the low-lying Colorado

River Valley desert region.

GROUND TRANSPORTATION

The County is traversed by four primary interstate freeways and seven secondary state routes. These
freeways form an integral part of the greater Southern California transportation network. The County
builds and upgrades highways, trolley lines, commuter rail, bus service, and helps the region's 18
cities improve and maintain local streets through use of the ¥ cent sale tax known as “TransNet
Funds”, as well as, federal and state tax allocations. TransNet's efforts have been largely successful

in reaching the goal of traffic congestion relief and transportation improvements.

In November 2004, more than two thirds of voters countywide approved the extension of TransNet to
2048. The 40-year extension will generate more than $14 billion for transportation improvements,
dedicated to transit, highway projects, local roads, and other new programs. TransNet is helping to
fund major highway projects along Interstates 5, 8, 15, and 805 as well as State Routes 11, 52, 54, 56,
67, 75, 76, 78, 94, 125, and 905. It supports improvements to the public transportation system,
including new Rapid bus services and high occupancy vehicle lanes and Express Lanes along many
of the major corridors. TransNet funds also help pay for discounted transit passes for seniors, persons
with disabilities, and youth. TransNet revenues are projected to be five percent higher in 2014 than

actual 2013 revenues. A modest four percent increase in TransNet revenue is projected in FY 2015.

SANDAG has seen growth in sales tax revenues consistent with expectations that revenue increases
would occur as the economy begins to experience job growth, which has occurred nationwide and

locally. However, the economy still faces challenges over the next couple of years.
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AIR TRANSPORTATION

San Diego International Airport (Lindbergh Field) is located on a
474-acre site in a basin just north of downtown. The Airport affects
virtually every sector of San Diego’s economy where every job
directly tied to airport operations and passenger spending supports

11 additional jobs in the county.

San Diego’s Lindbergh Field bears the unfortunate distinction of

being the country’s busiest single-runway airport. It is also entirely inadequate for the needs of a
growing city and region. In 2004, the San Diego County Regional Airport Authority completed the
Aviation Activity Forecast which looked at the current and future capacity of the airport through the
year 2030. The report concluded that runway congestion is anticipated when annual aircraft
operations reach between 260,000 to 300,000. Between 2015 and 2022, runway capacity will begin to
constrain growth at 260,000 annual operations. Between 2021 and 2030, runway congestion will not

allow further growth at 300,000 annual operations.

The forecast states it is anticipated that a new airport site would take 10 to 15 years to design and
build. With that expected timeframe, time is running short. Despite a host of plans that have been
presented over the years, a clear alternative to Lindbergh has yet to emerge in a county with little
suitable land. Most recently, San Diego voters rejected a last-ditch attempt to partially convert

Miramar Naval Air Station to civilian use in 2006.

SHIPPING FACILITIES

The Port of San Diego is among the nation’s largest container

ports and. the fourth largest of the 11 ports in California. It
controls about 2,500 acres of land and 3,400 acres of water
spread across its five-member city jurisdictions of Chula Vista,
Coronado, Imperial Beach, National City, and San Diego. The

Port’s primary inbound cargos include automobiles, lumber,

cement, newsprint, palm oil, canned tuna, fertilizer, and fruit.

A March 2015 study commissioned by the agency suggests The Port of San Diego has an annual
economic impact of $4.4 billion. Ripple effects from all that business sent another $3.2 billion into the
community based on 2013 data, the study said. The economic impact is up 8 percent since 2011.
Some 33,356 jobs — paying an average wage and benefit package of $52,000 a year — were located
on port tidelands in 2013; the number of jobs rose 9 percent from 2011. The port said that if the
various businesses along San Diego Bay were collectively one employer, that employer would be the

second-largest in San Diego County, behind the State of California.

-12-
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STATEWIDE WATER CRISIS

More than any other state, California's economy and population exploded over the past 60 years due
in large part by abundant water supplies. This trend may now be at a turning point, especially in
Southern California. Snowmelt in the Sierras, which historically has filled the state's major reservoirs
and aqueducts, has been shrinking steadily. California's rights to Colorado River water have been
gradually scaled back by regional agreements and mounting claims by other states. Court orders in
response to environmental lawsuits aimed at protecting endangered fish species have slashed water

deliveries from the San Joaquin-Sacramento River Delta.

In recent years, reduced rainfall throughout the region has made it increasingly difficult to replenish
groundwater basins. Facing unprecedented drought conditions, the State Water Board adopted
water-use reduction mandates on May 5th to implement Governor Jerry Brown's April 1st executive
order for a 25 percent statewide reduction in urban water use. In the San Diego region, the state’s
mandate translates to water-saving targets between 12 and 36 percent for the Water Authority’s retail
member agencies starting June 1st and lasting through February 2016 — a daunting task that will

require everyone in the region to increase water-saving efforts.

As a wholesale water agency, the San Diego Water Authority coordinates drought response actions
for San Diego County to foster consistency while minimizing harm to the region’s $206 billion
economy. To address the state’s targets, the Water Authority’s Board on May 14th limited irrigation of
ornamental landscapes and turf grass with potable water to no more than two days a week across the

region. Member agencies have the flexibility to set their own watering days.

“With the implementation of the state’s mandatory water-use reductions, the Water Authority will store
more water for next year in local reservoirs, including the newly enlarged San Vicente Reservoir,” said
Mark Weston, chair of the Water Authority’s Board. “This approach will provide significant benefits for

our region — especially if the drought continues into a fifth consecutive year.”

In addition to helping increase regional water conservation efforts, the Water Authority will continue to
seek credit toward meeting the state’s targets through the development of new water supplies, such as
the Carlsbad Desalination Project, which is expected to produce 50 million gallons a day starting this

fall.

POPULATION TRENDS

As indicated in the following chart, the County's population growth began to slow in 1991, which
continued through 1996 with the onset of the 1990-1994 recession. As the economy improved, 1997
saw a reversal of the slowing trend with a modest 1.2% increase followed by a significant uptick of
1.9% in 1998. The 1999-2003 period continued the trend with solid annual growth in the 1.8% to 2.3%
range. While population growth slowed during 2004 to 2006, it unexpectedly increased in 2007-2009
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during the recent recession. This was largely due to those wishing to leave being unable to sell their
residences. The growth rate then decreased in 2012 and 2013 as the housing market and economy
improved, but the reversal of the slowing trend wasn’t experienced until 2014 and 2015 with a modest
1.2% and 1.1% increase, respectively.
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In further understanding the population growth in context with the other economic data presented in
this analysis, it is important to analyze the components of population growth, i.e. natural change

versus net migration.

-

|SAN DIEGO COUNTY POPULATION GROWTH COMPONENTS I

80,000
70,000
60,000
50,000
40,000
30,000
20,000
10,000

-10,000 -
-20,000
-30,000
-40,000
-50,000

>

Y N T T TS S N AR Y v & P & L N9
P & & & & & P & PSS F S
B L A S, S S, S, S S SO S SO SR SR, SN )

‘ m Natural Change = Net Foreign Immigra