
REPORT 
DATE ISSUED:  March 3, 2016  REPORT NO:  HCR16-025 

ATTENTION: Chair and Members of the San Diego Housing Commission
For the Agenda of March 11, 2016 

SUBJECT: Final Bond Authorization for Mesa Verde (formerly known as Mission Gorge) 
Apartments 

COUNCIL DISTRICT: 7 

REQUESTED ACTION     
Authorize the issuance of Housing Authority of the City of San Diego multifamily housing revenue 
bonds to fund the land acquisition and development of Mesa Verde (formerly known as Mission Gorge) 
Apartments, a 90-unit multifamily affordable housing development located in the Navajo Community.   

STAFF RECOMMENDATION   
That the San Diego Housing Commission (Housing Commission) recommend the Housing Authority of 
the City of San Diego (Housing Authority) authorize the issuance of up to $22,400,000 in tax-exempt 
multifamily housing revenue bonds/note to fund the construction of Mesa Verde (formerly known as 
Mission Gorge) Apartments, a 90-unit affordable housing development for families, to be located in the 
Navajo community at 7785 Mission Gorge Road. 

SUMMARY 
A development summary is included as Attachment 1. 

Table 1 – Development Details 
Address 7785  Mission Gorge Road 

Council District 7 
Community Plan Area Navajo Community 
Development Type New Construction 
Construction Type Type V over Podium 
Parking Type Subterranean Parking 
Housing Type Multifamily 
Lot Size Approximately 2.3 acres (100,188 square feet) 
Units 90 
Density 39 dwelling units per acre 
Affordable Unit Mix • 3 studio units

• 24 one-bedroom units
• 36 two-bedroom units
• 26 three-bedroom units,
• 1 three-bedroom manager’s unit

Gross Building Area 87,888 square feet 
Net Rentable Area 73,240 square feet 

Item 102
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The Development 
Mesa Verde Apartments is a proposed 90-unit new construction multifamily affordable housing 
development located at 7785 Mission Gorge Road in the Navajo Community Planning area (Attachment 2).  
The development site currently encompasses approximately 2.3 acres of developed commercial land.  
Surrounding land uses to the site include low-density (5-9 dwelling units per acre) single-family residential 
development to the north, low-density (5-9 dwelling units per acre) single-family residential development to 
the east, medium-density (15-29 dwelling units per acre) multifamily residential to the south, low-medium 
density (10-14 dwelling units per acre) and multifamily residential to the west across Mission Gorge Road. 
 
Mesa Verde Apartments is designed as three stories of housing over subterranean parking.  The unit mix for 
the development is composed of three studio units, 24 one-bedroom units, 36 two-bedroom units and 27 
three-bedroom units. Project amenities include a multipurpose recreational room, leasing office, laundry 
facilities, a courtyard and an outdoor recreation area.  The development will provide free service amenities, 
which may include adult education, health and wellness, skill building or after-school programs for 
children.  
 
Mesa Verde Apartments will incorporate sustainable design features to meet Housing Commission 
Sustainability Guidelines and will include Energy Star appliances, energy- and water-efficient fixtures, low 
Volatile Organic Compounds (VOC) paints, native drought-tolerant landscaping and high-efficiency 
irrigation.   
 
Development Team 
During the 15-year tax credit compliance period, Mesa Verde Apartments will be owned by a California 
limited partnership (a single-asset limited partnership) that will include: a California limited liability 
company with Chelsea Investment Corporation (Chelsea) as the administrative general partner, Southern 
California Housing Collaborative as managing general partner, and Candeur Group LLC as tax-credit 
investor. Emmerson Construction Inc., an affiliate of Chelsea, will construct the development.  
 
Chelsea will be responsible for the development of Mesa Verde Apartments. Chelsea is an award-
winning, for-profit corporation headquartered in Carlsbad and focused on the financing and 
development of affordable housing. Chelsea has substantial development experience in a wide range of 
housing projects. Along with its affiliates, it provides financial, engineering, development, asset 
management, construction, and property management services. 
 
The Managing General Partner, Southern California Housing Collaborative is a nonprofit 501(c)(3) 
organization, established in 2008 with a mission to find affordable housing opportunities for persons 
with developmental disabilities.  Since its inception, Southern California Housing Collaborative has 
assisted in placing more than 100 households with individuals who have developmental disabilities into 
permanent affordable housing.   
 
Statements for public disclosure for Chelsea and Southern California Housing Collaborative are 
included as Attachment 3. 
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Table 2 - Development Team Summary 
ROLE FIRM/CONTRACT 

Owner 
Managing General Partner 
Administrative General partner 

Mesa Verde CIC, LP 
Southern California Housing Collaborative 
CIC Mesa Verde, LLC 

Developer Chelsea Investment Corporation 
Architect McKinley Associates 
Civil Engineering Rick Engineering 
General Contractor Emmerson Construction Inc., an affiliate of Chelsea 
Property Management ConAm Management Corporation 
Tax Credit Investor Candeur Group, LLC 
Construction Lender and Permanent 
Lender 

Citi Community Capital 

 
Property Management 
Mesa Verde Apartments will be managed by Chelsea’s affiliate CIC Management (CICM). CICM is 
highly qualified, having managed more than 4,000 units located in San Diego County, Imperial County, 
Sacramento, and Yuma, Arizona. Daily management activities will be subcontracted to ConAm 
Management Corporation. ConAm was founded in 1975. It is based in San Diego and has substantial 
experience, managing approximately 50,000 apartment homes nationwide. 
 
Financing Structure 
Mesa Verde has an estimated total development cost of $33,972,534 and will be financed through a 
combination of 4 percent tax credits, multifamily housing revenue bonds, and a $9.6 million Housing 
Commission residual receipts loan. 
  
Proposed Housing Bonds 
The Housing Commission utilizes the Housing Authority’s tax-exempt borrowing status to pass on 
lower interest rate financing (and make Federal 4 percent tax credits available) to developers of 
affordable rental housing.  The Housing Authority’s ability to issue bonds is limited under the U.S. 
Internal Revenue Code.  To issue bonds for a development, the Housing Authority must first submit an 
application to the California Debt Limit Allocation Committee (CDLAC) for a bond allocation.  Prior to 
submitting applications to CDLAC, developments are brought before the Housing Commission, 
Housing Authority and City Council.  Housing Authority bond inducement resolutions must be obtained 
prior to application submittal, and City Council Tax Equity and Fiscal Responsibility Act (TEFRA) 
resolutions must be secured no later than 30 days after application submittal.  
 
A general description of the Multifamily Housing Revenue Bond Program and the actions that must be 
taken by the Housing Authority and by the City Council to initiate and finalize proposed financings are 
described in Attachment 4. 
 
On January 16, 2016, the developer for Mesa Verde Apartments applied for a bond allocation of up to 
$21,400,000.  The application was later revised to increase the bond allocation to $22,400,000.  It is 
anticipated the California Tax-Credit Allocation Committee (TCAC) and CDLAC will approve an 
allocation of 4 percent tax credits and tax-exempt bonds on March 16, 2016. The developer proposes to 
issue the bonds through a tax-exempt private placement bond issuance.  The bonds/note will meet all 
requirements of the Housing Commission’s Multifamily Housing Revenue Bond Program policy and will 
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fully comply with the City of San Diego’s (City) ordinance on bond disclosure.  The bond amount that is 
ultimately issued will be based upon development costs, revenues and interest rates prevailing at the time of 
bond issuance.  The developer proposes that the bonds/note will be used for construction financing and 
permanent financing.   
 
Public Disclosure and Authorization for Issuance of Tax-Exempt Debt  
Description of the Proposed Issuance Documents 
The tax-exempt debt, in the form of a Note, will be sold through a private placement, purchased directly 
by Citi. Citi is a “qualified institutional buyer” within the meaning of the U.S. securities laws.  At 
closing, Citi will sign an “Investor’s Letter” certifying, among other things, that it is buying the Note for 
its own account and not for public distribution.  Because the Note is being sold through a private 
placement, an Official Statement will not be used.  In addition, the Note will be neither subject to 
continuing disclosure requirements nor credit enhanced or rated.  Under the private placement structure 
for this transaction, Citi will make a loan to the Housing Authority pursuant to the terms of a Funding 
Loan Agreement among Citi, the Housing Authority, and US Bancorp as Fiscal Agent.  The loan made 
by Citi to the Housing Authority (Funding Loan) will be evidenced by the Note, which will obligate the 
Housing Authority to pay Citi the amounts it receives from the Borrower, as described below.   
 
The Housing Authority and the Borrower will enter into a Borrower Loan Agreement pursuant to which 
the proceeds of the Funding Loan will be advanced to the Borrower. In return, the Borrower agrees to 
pay the Fiscal Agent amounts sufficient for the Fiscal Agent to make payments on the Note.  The 
Housing Authority’s obligation to make payments on the Note is limited to amounts the Fiscal Agent 
receives from the Borrower under the Borrower Loan Agreement, and no other funds of the Housing 
Authority are pledged to make payments on the Note.  The transfer of the Note to any subsequent 
purchaser will comply with Housing Commission policy number PO300.301.  Moreover, any 
subsequent Note holder would be required to represent to the Housing Authority that it is a qualified 
institutional buyer or accredited investor who is buying the Note for investment purposes and not for 
resale, and it has made due investigation of any material information necessary in connection with the 
purchase of the Note.  The following documents will be executed on behalf of the Housing Authority 
with respect to the Note:  Funding Loan Agreement, Borrower Loan Agreement, Assignment of Deed of 
Trust, Regulatory Agreement, and other ancillary loan documents.  At the time of docketing, documents 
in substantially final form will be presented to members of the Housing Authority.  Any changes to the 
documents following Housing Authority approval require the consent of the City Attorney’s Office and 
Bond Counsel. 
 
The Note will be issued pursuant to the Funding Loan Agreement.  Based upon instructions contained in 
the Funding Loan Agreement and the Borrower Loan Agreement, Citi will disburse Note proceeds for 
eligible costs and will, pursuant to an assignment from the Housing Authority, receive payments from 
the Borrower via a Fiscal Agent.  Rights that are assigned to Citi include the right to collect and enforce 
the collection of loan payments, monitor project construction and related budgets, and enforce insurance 
and other requirements.  These rights will be used by Citi to protect its financial interests as the holder of 
the Note. 
  
The Borrower Loan Agreement sets out the terms of repayment and the security for the loan made by the 
Housing Authority to the Borrower, and the Housing Authority assigns its rights to receive repayments 
under the loan to Citi. 
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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. 
 
An Assignment of Deed of Trust and other Loan Documents, assigns the Housing Authority’s rights and 
responsibilities as the issuer to Citi, is signed by the Housing Authority for the benefit of Citi.   
 
Financial Advisor’s Recommendation 
As previously approved by the Housing Commission (on November 21, 2014, HCR14-100) and by the 
Housing Authority (on December 9, 2014, HAR14-039), Ross Financial is the bond financial advisor 
and Orrick, Herrington, & Sutcliffe LLC is the bond counsel working on the development. After 
evaluating the terms of the proposed financing and the public benefits to be achieved, it is the financial 
advisor’s recommendation that the Housing Authority proceed with the issuance of the bonds.  The 
financial advisor’s analysis and recommendation is included as Attachment 5.  
 
Sources and Uses of Financing 
The developer’s complete project pro forma is included as Attachment 6. The project’s sources and uses 
of financing are as follows. 
 

Table 3 – Mesa Verde Estimated Permanent Sources and Uses of Financing 
Sources of Funding Uses of Funding 

4% Tax Credit Equity   $ 11,938,453      Land Acquisition   $  6,575,000   
Solar LIHTC Equity 118,491 Hard Cost (with 5% Hard 

Cost Contingency) 
18,207,852 

Conventional Loan 7,820,000 Soft Costs 2,385,130 
Citi Subordinate Loan 2,200,000 Financing Costs 1,787,815 
Housing Commission Loan 
(HOME, Inclusionary, HTF 
Linkage) 

9,600,000 City Development Fees & 
Permits 

1,756,305 

Subordinate Deferred 
Developer Fee 

1,860,432 Developer Fee 3,260,432 

Deferred Developer Fee 185,678   
Soft Loan Interest 249,480   
Total Project Sources   $ 33,972,534     Total Project Uses  $   33,972,534 

 
Developer Fee 
Mesa Verde received funding from the Housing Commission’s 2014 Notice of Funding Availability.  
The NOFA included a provision which allowed borrowers to be paid up to $1,400,000 in an up-front 
developer fee.  TCAC allows for developers to collect a fee in excess of $1,400,000.  The Housing 
Commission allows borrowers to collect a developer fee in excess of $1,400,000; however, the fee must 
be subordinate to residual receipts payments to the Housing Commission and is payable out of the 
borrower’s share of residual cash flow.  Housing Commission staff is supportive of allowing a developer 
fee in excess of $1,400,000 for two primary reasons: 1) additional developer fee does not impact the 
residual receipts payments to the Housing Commission; and; 2) the development can obtain additional 
low-income housing tax credits, which would reduce the amount of the Housing Commission’s loan.  
The current $3,260,432 developer fee reflects a fee structure permitted by TCAC. 
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Development Cost Key Performance Indicators 
Housing Commission staff has identified development cost performance indicators, which were used to 
evaluate the proposed development. The key performance indicators listed in Table 4 are commonly 
used by real estate industry professionals and affordable housing developers. 
 
 

Table 4 – Key Performance Indicators 
Development Cost Per Unit $33,972,534 ÷ 90 units =  $377,473 

Housing Commission Subsidy Per Unit $9,600,000 ÷ 90 units =   $106,667 

Land Cost Per Unit $6,575,000 ÷ 90 units =  $73,056 

Gross Building Square Foot Hard Cost $18,207,852 ÷ 87,888 sq. ft. =  $207 

Net Rentable Square Foot Hard Cost $18,207,852 ÷ 73,240 sq. ft. = $249 

 
Project Comparison Chart 
There are multiple factors and variables that influence the cost of developing multifamily affordable 
housing, including but not limited to project location, site conditions, site improvements needed, 
environmental factors, land use approval process, community involvement, construction type, design 
requirements/constraints, economies of scale, City impact fees, developer experience and capacity, and 
amenities necessary to gain tax credit approval. Table 5 shows that costs for the proposed development 
are in line with other projects of similar construction type. 
 
 

Table 5 – Comparable Development Projects with Tax-Exempt Bonds 
Project Name Type Units Total 

Development 
Cost 

Cost Per 
Unit 

HC/*Civic 
Subsidy Per 

Unit 

Gross 
Hard 
Cost/
Sq.Ft. 

Prevailing 
Wages 
Apply 

Mesa Verde V Over I 90 $33,972,534 $377,473 $106,667 $207 No 
Villa Encantada V Over I 67 $26,197,366 $391,005 $111,940 $190 Yes- Garage 
Trolley Residential V Over I 52 $22,963,066 $441,597 $60,000 $225 Yes 
Ouchi Courtyard V Over I 45 $19,514,793 $433,662 *$111,111 $217 No 
 
Prevailing Wages 
The funding sources for the development do not require the payment of prevailing wages. 
 
AFFORDABLE HOUSING IMPACT  
Under the proposed financing, Mesa Verde Apartments will restrict units to households with incomes at 
or below 50 to 60 percent of the San Diego Area Median Income (AMI).  Units will be restricted for a 
55-year term.   
 
The following are the proposed rents: 
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Table 6 – Affordability and Monthly Estimated Rents 

 
Unit Type 

Square 
Footage 

 
Restrictions 

Area Median 
Income (AMI) 

 
Units 

Estimated 
Monthly Net 

Rents * 
Studio 350 Tax Credits 60 Percent 2 $809 
Studio  350 Tax Credits 50 Percent 1 671 
1 Bedroom / 1 Bath 560 Tax Credits 60 Percent 22 865 
1 Bedroom / 1 Bath 560 Tax Credits 50 Percent 2 717 
2 Bedroom / 1 Bath  800 Tax Credits 60 Percent 32 1,036 
2 Bedroom / 1 Bath  800 Tax Credits 50 Percent 4 858 
3 Bedroom / 2 Bath 1,050 Bonds 60 Percent 24 1,143 
3 Bedroom / 2 Bath 1,050 Bonds 50 Percent 2 946 
3 Bdrm Manager’s Unit 1,050 -- -- 1 -- 

Total Units    90  
* estimated net rents after utilities allowance deduction.  
 
The same specific units count toward fulfilling both the tax credit restrictions and the HOME Investment 
Partnerships Program (HOME) restrictions.  
   
The more stringent of the funding sources’ affordability/rent restrictions will take precedence during the 
term of their applicability.  TCAC’s AMI formula calculations will differ from the U.S. Department of 
Housing and Urban Development (HUD) AMI formula calculations.   
 
Development Schedule 
The estimated development timeline is as follows. 
 

Milestones Estimated Dates 
• TCAC and CDLAC allocation meetings • March 16, 2016 
• Housing Authority proposed final bond/note authorization • April 5, 2016 
• Estimated bond/note issuance and escrow closing • April 2016 
• Estimated start of construction work • May 2016 
• Estimated completion of construction work • August 2017 
 
FISCAL CONSIDERATIONS   
The proposed funding sources and uses approved by this action are included in the Housing Authority-
approved Fiscal Year (FY) 2016 Housing Commission Budget.  Approving this action will not change 
the FY 2016 total budget. 
 
Funding sources approved by this action will be as follows:  
Bond Issuance Fees - $56,000 
 
Funding uses approved by this action will be as follows:  
Rental Housing Finance Program Administration Costs - $56,000 
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There are no fiscal impacts to the Housing Commission, the City, or the Housing Authority associated with 
the requested bonds/note actions. The bonds would not constitute a debt of the City or financially obligate 
the City, the Housing Authority or the Housing Commission because security for the repayment of the 
bonds will be limited to specific private revenue sources of the development.  Neither the faith and 
credit nor the taxing power of the City or the Housing Authority would be pledged to the payment of the 
bonds.  The developer is responsible for the payment of all costs under the financing, including the 
Housing Commission's annual administrative fee, as well as Housing Commission Bond Counsel and 
Financial Advisor fees. 
 
PREVIOUS COUNCIL and COMMITTEE ACTIONS: 
The Housing Commission on November 21, 2014, (HCR14-100) and the Housing Authority on 
December 9, 2014, (HAR14-039) approved three actions: (A) a residual receipts loan of $9,600,000; (B) 
entry into an option agreement to purchase the adjacent land, approximately 1.75 undeveloped acres 
legally known as assessor parcel number 456-400-17-00; and (C) initial steps to issue up to $19,000,000 
in tax-exempt multifamily housing revenue bonds. Additionally, the Housing Commission (on 
November 20, 2015, HCR15-092) and Housing Authority (on December 15, 2015, HAR15-031) re-
approved taking the initial steps to issue tax-exempt multifamily housing revenue bonds for the 
development at an increased bond issuance amount of $22,400,000. 
 
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS  
Mesa Verde Apartments is located within the Navajo community. Chelsea presented an informational 
item to the Navajo Neighborhood Community Planning Group, known as Navajo Community Planners, 
on October 20, 2014. 
 
KEY STAKEHOLDERS and PROJECTED IMPACTS 
Stakeholders include Chelsea, Southern California Housing Collaborative, the Navajo neighborhood and 
Navajo Community Plan Area.  Development of the property is expected to have a positive impact on 
the community because it will provide affordable rental units, serving low- and very low-income 
families.  
 
ENVIRONMENTAL REVIEW 
The development activity supported by the proposed actions is covered under the Final Program 
Environmental Impact Report (Final EIR) for the Grantville Redevelopment Project Area, which was 
certified by the City Council of the City of San Diego on May 3, 2005, and prepared in accordance with 
California Environmental Quality Act (CEQA) guidelines. The Development Services Department 
conducted a Consistency Review for the project, including preparation of an Initial Study Checklist in 
accordance with State CEQA Guidelines Section 15162 in November 2014.  Additionally, requirements 
of the adopted Final Mitigation, Monitoring and Reporting Program (MMRP) for the Final EIR will be 
applied at the time of project review and permitting. HOME funds constitute a portion of the funding for 
the project. A final reservation of HOME funds shall occur only upon satisfactory completion of 
environmental review and receipt by the City of San Diego of a release of funds from the HUD under 24 
CFR Part 58 of the National Environmental Policy Act (NEPA). The parties agree that the provision of 
any HOME funds to the project is conditioned on the City of San Diego’s determination to proceed with, 
modify or cancel the project based on the results of subsequent environmental review under NEPA. 
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Respectfully submitted,     Approved by, 
 

Cameron Shariati     Deborah N. Ruane 
 

Cameron Shariati      Deborah N. Ruane 
Assistant Real Estate Manager    Senior Vice President 
Real Estate Division      Real Estate Division 
 
 
Attachments: 1) Development Summary 
  2) Site Map 
  3) Developer Disclosure Statements 
  4) Multifamily Housing Revenue Bond Program 
  5) Financial Advisor’s Feasibility Analysis  
  6) Developer’s Project Pro forma 

 
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.  
 

http://www.sdhc.org/


ATTACHMENT 1 – DEVELOPMENT SUMMARY 
 
Table 1 – Development Details 
Address 7785  Mission Gorge Road 

Council District 7 
Community Plan Area Navajo Community 
Development Type New Construction 
Construction Type Type V over Podium 
Parking Type Subterranean Parking 
Housing Type Multifamily 
Lot Size Approximately 2.3 acres, 100,188 square feet 
Units 90 
Density 39 dwelling units per acre  
Affordable Unit Mix two studio units, 25 one-bedroom units, 36 two-

bedroom units, 26 three-bedroom units, and one three-
bedroom manager’s unit 

Gross Building Area 87,888 square feet 
Net Rentable Area 73,240 square feet 

 
 
 

Table 2 - Development Team Summary 
ROLE FIRM/CONTRACT 

Owner 
Managing General Partner 
Administrative General partner 

Mesa Verde CIC, LP 
Southern California Housing Collaborative 
CIC Mesa Verde, LLC 

Developer Chelsea Investment Corporation 
Architect McKinley Associates 
Civil Engineering Rick Engineering 
General Contractor Emmerson Construction Inc., an affiliate of Chelsea 
Property Management ConAm Management Corporation 
Tax Credit Investor Candeur Group, LLC 
Construction Lender and 
Permanent Lender 

Citi Community Capital 

 
 
 
 
 
 
 
 
 
 
 



Table 3 – Mesa Verde Estimated Permanent Sources and Uses of Financing 
Sources of Funding Uses of Funding 

4% Tax Credit Equity   $ 11,938,453      Land Acquisition   $  6,575,000   
Solar LIHTC Equity 118,491 Hard Cost (with 5% Hard 

Cost Contingency) 
18,207,852 

Conventional Loan 7,820,000 Soft Costs 2,385,130 
Citi Subordinate Loan 2,200,000 Financing Costs 1,787,815 
Housing Commission Loan 
(HOME, Inclusionary, HTF 
Linkage) 

9,600,000 City Development Fees & 
Permits 

1,756,305 

Subordinate Deferred 
Developer Fee 

1,860,432 Developer Fee 3,260,432 

Deferred Developer Fee 185,678   
Soft Loan Interest 249,480   
Total Project Sources   $ 33,972,534     Total Project Uses  $   33,972,534 

 
 
 

Table 4 – Key Performance Indicators 
Development Cost Per Unit $33,972,534 ÷ 90 units =  $377,473 

Housing Commission Subsidy Per Unit $9,600,000 ÷ 90 units =   $106,667 

Land Cost Per Unit $6,575,000 ÷ 90 units =  $73,056 

Gross Building Square Foot Hard Cost $18,207,852 ÷ 87,888 sq. ft. =  $207 

Net Rentable Square Foot Hard Cost $18,207,852 ÷ 73,240 sq. ft. = $249 

 
 
 
Table 5 – Comparable Development Projects with Tax-Exempt Bonds 

Project Name Type Units Total 
Development 

Cost 

Cost Per 
Unit 

HC/*Civic 
Subsidy Per 

Unit 

Gross 
Hard 
Cost/
Sq.Ft. 

Prevailing 
Wages 
Apply 

Mesa Verde V Over I 90 $33,972,534 $377,473 $106,667 $207 No 
Villa Encantada V Over I 67 $26,197,366 $391,005 $111,940 $190 Yes- Garage 
Trolley Residential V Over I 52 $22,963,066 $441,597 $60,000 $225 Yes 
Ouchi Courtyard V Over I 45 $19,514,793 $433,662 *$111,1111 $217 No 
 
 
 
 
 
Table 6 – PHR Unit 24 Affordability & Monthly Estimated Rent Table 



 
Unit Type 

Square 
Footage 

 
Restrictions 

Area Median 
Income (AMI) 

 
Units 

Estd Monthly 
Net Rents * 

Studio 350 Tax Credits 60 Percent 2 $809 
Studio  350 Tax Credits 50 Percent 1 671 
1 Bedroom / 1 Bath 560 Tax Credits 60 Percent 22 865 
1 Bedroom / 1 Bath 560 Tax Credits 50 Percent 2 717 
2 Bedroom / 1 Bath  800 Tax Credits 60 Percent 32 1,036 
2 Bedroom / 1 Bath  800 Tax Credits 50 Percent 4 858 
3 Bedroom / 2 Bath 1,050 Bonds 60 Percent 24 1,143 
3 Bedroom / 2 Bath 1,050 Bonds 50 Percent 2 946 
3 Bdrm Manager’s Unit 1,050  -- -- 1 -- 

Total Units    90  
 



 
ATTACHMENT 2 – SITE MAP 

 

 

 

SITE 



ATTACHMENT 3 

DEVELOPERS/CONSULTANTS/SELLERS/CONTRACTORS/ 
ENTITY SEEKING GRANT/BORROWERS 

(Collectively referred to as "CONTRACTOR" herein) 
Statement for Public Disclosure 

1. Name of CONTRACTOR: Chelsea Investment Corporation 

2. Address and Zip Code: 5993 Avenida Encinas, Suite 101 
Carlsbad, CA 92008 

3. Telephone Number: (760) 456-6000

4. Name of Principal Contact for CONTRACTOR: Cheri Hoffman, President

5. Federal Identification Number or Social Security Number of CONTRACTOR: EIN No. 90-0151442

6. 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:

[XI A corporation (Attach A1ticles ofincorporation)

D A nonprofit or charitable institution or corporation. (Attach copy of Articles of Incorporation and documentary

evidence verifying current valid nonprofit or charitable status) 

D A pmtnership known as: __ 

(Name) 

Check one: 

D General Pmtnership (Attach statement of General Pmtnership) 

D Limited Pmtnership (Attach Ce1tificate ofLimited Partnership) 

DA business association or a joint venture known as: __ 

(Attach joint venture or business association agreement) 

D A FederaL State or local government or instrumentality thereof. 

D Other (explain) 

7. If the CONTRACTOR is not an individual or a government agency or instrumentality, give date of organization:
Original formation date: July 30, 1986 
Restructured: February 23, 2004 
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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 because the projects are owned 
by private entities, often including nonprofit sponsors and for-profit investors. 

Bond Issuer:  Housing Authority of the City of San Diego.  There is no direct legal 
liability to the City, the Housing Authority or the Housing Commission in connection 
with the issuance or repayment of bonds.  There is no pledge of the City’s faith, credit or 
taxing power nor of the Housing Authority’s faith or credit.  The bonds do not constitute 
a general obligation of the issuer because security for repayment of the bonds is limited 
to specific private revenue sources, such as project revenues.   The developer is 
responsible for the payment of costs of issuance and all other costs under each financing. 

Affordability:  Minimum requirement is that at least 20% of the units are affordable at 
50% of Area Median Income (AMI).  Alternatively, a minimum of 10% of the units may 
be affordable at 50% AMI with an additional 30% of the units affordable at 60% AMI.  
The Housing Commission requires that the affordability restriction be in place for a 
minimum of 15 years.  Due to the combined requirements of state, local, and federal 
funding sources, projects financed under the Bond Program are normally affordable for 
30-55 years and often provide deeper affordability levels than the minimum levels 
required under the Bond Program.

Rating:  Generally “AAA” or its equivalent with a minimum rating of “A” or, under 
conditions that meet IRS and Housing Commission requirements, bonds may be unrated 
for private placement with institutional investors (typically, large banks).  Additional 
security is normally achieved through the provision of outside credit support (“credit 
enhancement”) by participating financial institutions that underwrite the project loans and 
guarantee the repayment of the bonds. The credit rating on the bonds reflects the credit 
quality of the credit enhancement provider. 

Approval Process: 
• Inducement Resolution:  The bond process is initiated when the issuer (Housing

Authority) adopts an “Inducement Resolution” to establish the date from which
project costs may be reimbursable from bond proceeds (if bonds are later issued)
and to authorize staff to work with the financing team to perform a due diligence
process. The Inducement Resolution does not represent any commitment by the
Housing Commission, Housing Authority, or the developer to proceed with the
financing.
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• TEFRA Hearing and Resolution (Tax Equity and Fiscal Responsibility Act of 
1982):  To assure that projects making use of tax-exempt financing meet 
appropriate governmental purposes and provide reasonable public benefits, the 
IRS Code requires that a public hearing be held and that the issuance of bonds be 
approved by representatives of the governmental unit with jurisdiction over the 
area in which the project is located (City Council).  This process does not make 
the City financially or legally liable for the bonds or for the project.  
 
[Note: It is uncommon for the members of the City Council to be asked to take 
two actions at this stage in the bond process---one in their capacity as the City 
Council (TEFRA hearing and resolution) and another as the Housing Authority 
(bond inducement). Were the issuer (Housing Authority) a more remote entity, 
the TEFRA hearing and resolution would be the only opportunity for local elected 
officials to weigh in on the project.] 

 
• Application for Bond Allocation:  The issuance of these “private activity bonds” 

(bonds for projects owned by private developers, including projects with 
nonprofit sponsors and for-profit investors) requires an allocation of bond issuing 
authority from the State of California.  To apply for an allocation, an application 
approved by the Housing Authority and supported by an adopted inducement 
resolution and by proof of credit enhancement (or bond rating) must be filed with 
the California Debt Limit Allocation Committee (CDLAC).  In addition, evidence 
of a TEFRA hearing and approval must be submitted prior to the CDLAC 
meeting.  

 
• Final Bond Approval:  The Housing Authority retains absolute discretion over the 

issuance of bonds through adoption of a final resolution authorizing the issuance.  
Prior to final consideration of the proposed bond issuance, the project must 
comply with all applicable financing, affordability, and legal requirements and 
undergo all required planning procedures/reviews by local planning groups, etc. 

 
• Funding and Bond Administration: All monies are held and accounted for by a 

third party trustee. The trustee disburses proceeds from bond sales to the 
developer in order to acquire and/or construct the housing project. Rental income 
used to make bond payments is collected from the developer by the trustee and 
disbursed to bond holders. If rents are insufficient to make bond payments, the 
trustee obtains funds from the credit enhancement provider. No monies are 
transferred through the Housing Commission or Housing Authority, and the 
trustee has no standing to ask the issuer for funds. 

 
Bond Disclosure:  The offering document (typically a Preliminary Offering Statement or 
bond placement memorandum) discloses relevant information regarding the project, the 
developer, and the credit enhancement provider. Since the Housing Authority is not 
responsible in any way for bond repayment, there are no financial statements or 
summaries about the Housing Authority or the City that are included as part of the 
offering document. The offering document includes a paragraph that states that the 
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Housing Authority is a legal entity with the authority to issue multifamily housing bonds 
and that the Housing Commission acts on behalf of the Housing Authority to issue the 
bonds. The offering document also includes a paragraph that details that there is no 
pending or threatened litigation that would affect the validity of the bonds or curtail the 
ability of the Housing Authority to issue bonds. This is the extent of the disclosure 
required of the Housing Authority, Housing Commission, or the City. However, it is the 
obligation of members of the Housing Authority to disclose any material facts known 
about the project, not available to the general public, which might have an impact on the 
viability of the project. 
 



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

March 2, 2016 

Mr. Cameron Shariati 
Assistant Real Estate Manager 
San Diego Housing Commission 
1122 Broadway, Suite 300 
San Diego, CA 92101 

Re:  Mesa Verde Apartments 

Dear Mr. Shariati: 

The San Diego Housing Commission (the “Commission”) has retained Ross Financial as 
its financial advisor to analyze the feasibility of issuing tax-exempt obligations for the 
Mesa Verde Apartments (the “Development”).  The Development is formerly known as 
Mission Gorge Apartments. 

This feasibility analysis reviews the following items: 

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

Ross Financial has based its analysis of the Development’s financial feasibility on 
materials provided by Chelsea Investment Corporation (“Chelsea”), which has created 
the development and borrower entities for the Development. The materials include: (1) 
the application to the California Debt Limit Allocation Committee (“CDLAC”), (2) the 
financing commitment from Citibank, N.A., as construction and permanent lender (the 
“Lender”), (3) the market study performed by Lea & Company in support of the 
application to CDLAC, and (4) Chelsea’s pro forma financial schedules for the 
Development. Ross Financial has not visited the site of the proposed Development and 
had no role in the selection of the Lender. 

Attachment 5
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OVERVIEW OF DEVELOPMENT 
 
Development Summary.  The Development is a Type V, new construction project 
totaling 89 affordable apartments and one unrestricted manager’s unit. The Development 
will consist of a single three-story building above a subterranean parking garage. The 
units will be parked at a ratio of 1.62 spaces/unit in accordance with the City of San 
Diego Affordable Housing Parking Ordinance. Site amenities include a community room, 
laundry facility, multipurpose room, computer lab, half-sized basketball court and a 
management office. Unit amenities include: central heat and air conditioning, energy star-
rated appliances, built-in shelving, garbage disposals, walk-in closets, hard surface 
flooring and window blinds. 
 
The unit mix and affordability restrictions for the Development are shown in the 
following table: 
 

Mesa Verde Unit Mix 50% AMI** 60% AMI** 
Studio 3 1 2 
1 Bedroom 24 2 22 
2 Bedroom 36 4 32 
3 Bedroom 27* 2 24 
Total Units 90 9 80 

 *Includes one manager’s unit 
 ** AMI = Area median income; Manager’s unit is not subject to affordability restrictions 
 
Description of Project Site. The Development is to be located at 7811 Mission Gorge 
Road in San Diego (the “Site”). The Site contains 4.31 acres on two parcels in the San 
Carlos neighborhood within the Navajo community plan area in the eastern central 
portion of San Diego, northwest of the City of La Mesa, west of the cities of El Cajon and 
Santee and southeast of the San Diego River. The Site is current improved with a 16,800 
square foot commercial building and a parking lot, which improvements will be razed 
during site preparation. 
 
The Site will have access from Mission Gorge Road, which runs northeast/southwest, 
starting at its junction with Interstate 15 and culminating in Santee, past Highways 52 and 
125. Adjacent land uses consist of medium density multifamily residential to the south, 
large multifamily residential to the west and low density single family residential to the 
east. The Development is in close proximity to various neighborhood community 
amenities, including recreation (Rancho Mission Canyon Park and Mission Trails 
Regional Park, each less than 0.5 miles away), libraries (Benjamin and San Carlos 
Libraries, each approximately 1.6 miles away) and grocery and drug stores (Keils Food 
Stores and CVS Pharmacy, each 1.4 miles away).  The Development is located in the San 
Diego Unified School District, with students living in the Development eligible to attend 
Marvin Elementary School (located approximately 1.16 miles away), Lewis Middle 
School (located 1.36 miles away) and Patrick Henry High School (located 1.35 miles 
away). The Development is approximately equidistant to two hospitals: San Diego 
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Medical Center/Kaiser Foundation Hospital (located approximately 2.10 miles away) and 
Alvarado Medical Center (located approximately 2.46 miles away). The San Diego 
Metropolitan Transit System provides public transportation service for the Site. The 
nearest bus stop is located at the corner of Navajo Road and Margerum Avenue 
(approximately 1.06 miles away).  
 
The Borrower (defined below) will acquire the Site pursuant to an Option and Agreement 
for Purchase and Sale of Real Property and Escrow Instructions at closing.  
 
Project Ownership/Borrower. The ownership entity for the Development will be Mesa 
Verde CIC, L.P., (the “Borrower”), a single asset California limited partnership 
consisting of: (1) CIC Mesa Verde, LLC, an entity created by Chelsea, which will act as 
the administrative general partner; (2) Southern California Housing Collaborative, a 
501(c)(3) nonprofit public benefit corporation, which will act as the managing general 
partner; and (3) Mission Gorge Investor 2016, LLC, created by the Candeur Group, 
which will be the investor limited partner. According to its application to CDLAC, 
Chelsea has 30 years of experience in financing, developing and/or rehabilitating 
multifamily rental housing.   This experience encompasses 7,520 units in California, 
including more than 2,100 affordable housing units in San Diego, Chula Vista and 
Carlsbad. Chelsea’s most recent activity with the Housing Commission includes: 
 

• Torrey Vale Apartments, a 28-unit new construction project in the Pacific 
Highlands Ranch, construction of which commenced in January 2016; 

• Westminster Manor, a 158-unit acquisition-rehabilitation project in Centre City, 
completed in September 2015; 

• Fairbanks Square a 100-unit construction project in Black Mountain Ranch, 
completed in December 2014; 

• Fairbanks Commons, a 165-unit new construction project in Black Mountain 
Ranch, completed in December 2013; and 

• Park Terramar, a 21-unit new construction project in Carmel Valley, completed in 
March 2012. 
 

CDLAC.  On January 15, 2016, the Housing Authority filed an application to CDLAC 
requesting a private activity bond allocation of $21,400,000 for the Development.  On 
March 2, 2016, the Housing Authority, at the request of the Borrower, increased the 
CDLAC allocation request to $22,400,000. CDLAC is expected to award an allocation of 
$22,400,000 at its meeting of March 16, 2016. CDLAC will require the issuance of Note 
within 180 days after the allocation award (around September 12, 2016) under its revised 
policies and procedures. 
 
In connection with the CDLAC application process, on December 15, 2015, the Housing 
Authority adopted a resolution of intent to issue the Note for the Development and 
authorized the submission of an application to CDLAC. On the same date, a TEFRA 
hearing, duly noticed, was held before the City Council at which time the Development 



Mr. Cameron Shariati 
Re: Mesa Verde Apartments 
March 2, 2016 
Page 4 of 8 
 
was approved for purposes of Section 147 of the Internal Revenue Code. The TEFRA 
approval was signed January 4, 2016. 
 
PROPOSED FINANCING 
 
Project Costs and Funding. According to projections provided by Chelsea, the total cost 
of the Development, including construction and all soft costs, is estimated at 
$33,972,534. The estimated sources and uses of funds will differ during construction and 
following construction and lease-up (“at permanent”). The following table allocates these 
sources and uses during construction and at permanent based on the most recent 
projections: 
 

Sources of Funds Construction Permanent 
Tax-Exempt Note Proceeds $21,950,140 $7,820,000 
San Diego Housing Commission Loan 7,200,000 9,600,000 
Low Income Housing Tax Credit Equity* 1,337,000 11,938,453 
Solar Equity and Rebate  118,491 
Accrued Soft Loan Interest/Deferred Fee 249,480 2,295,590 
Citi Subordinate Loan  2,200,000 

Total $30,736,620 $33,972,534 
Uses of Funds   

Acquisition  $6,575,000 $6,575,000 
Relocation 595,500 595,500 
Construction 17,174,145 17,174,145 
Architectural & Engineering 477,136 477,136 
Contingency (Hard and Soft Cost) 1,236,910 1,236,910 
Construction Period Expenses/Interest 1,438,021 1,787,815 
Other Soft Costs* 2,739,908 2,865,596 
Developer Fee** 500,000 3,260,432 

Total $30,736,620 $33,972,534 
*Includes upper tier LP funded lower tier expenses of $337,000. 
**Maximum fee allowed by SDHC is $2,500,000; higher fee is the maximum allowed 
by CTCAC and is used for determining basis. 

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

• The Note will be funded by Citibank, N.A. (the “Lender”); 
• During construction and lease up, the Note will bear interest at a floating rate of 

30 Day LIBOR plus a spread of 1.80%; 
• Following construction and lease up (at “conversion”), the Note will be 

o Be repaid, in part, from tax credit investor funds and other sources, with 
an estimated $7,820,000 remaining after conversion (subject to final 
underwriting) and 
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o Bear a fixed rate (to be set at closing) through approximately April 1, 
2034. The rate is based on the 18-year LIBOR index plus 1.90%. The 
Borrower has assumed a permanent loan rate of 4.55% in its projections – 
more than 0.50% over current market rates. 

• The Note will amortize on a 35-year basis and have a stated final maturity of 
approximately April 1, 2054. The Lender will have, and expects to exercise, the 
option to require the Borrower to repay the Note on or about April 1, 2034 at 
which point the Borrower will need to refinance or otherwise repay the 
outstanding principal balance. 

• The Note is expected to close on or about April 5, 2016. 
 
The Lender will execute a document with certain required representations to the effect 
that it has sufficient knowledge and experience to evaluate the risks and merits associated 
with making the loan evidenced by the Note and has indicated its intention to hold the 
Note for its account. The Lender may transfer all or a portion of the Note only to 
transferees that execute a document with similar representations. 
 
Housing Commission Financial Involvement. The Housing Commission is providing 
subordinate financing in an amount up to $9,600,000 to fund a portion of the 
Development’s construction costs. The sources of funding for the Housing Commission’s 
loan are Home Investment Partnerships Program Funds ($2,000,000), Inclusionary 
Housing Fund ($7,100,000) and Housing Trust Fund Linkage Revenues ($500,000). The 
Housing Commission’s subordinate financing will be in the form of a residual receipts 
loan with the following basic terms: 
 
• Interest Rate: 4% simple interest 
• Payments:  Residual receipts payments beginning at the end of the first full  

   year after payoff of the deferred developer fee 
• Term:  55 years 
• Affordability: 9 units @ 50% AMI; 80 units @ 60% AMI 
 
Affordability Restrictions. The Development will be subject to the following regulatory 
restrictions and terms: 
 
• Tax-Exempt Note Regulatory Agreement requirements (including voluntary elections 

made to CDLAC) for a 55-year term;  
 
• Tax Credit Regulatory Agreement requirements under which all units must be 

affordable at 60% AMI for a 55-year term to remain eligible for tax credits; and 
 
• Housing Commission’s Construction and Permanent Financing Loan Agreement 

under which the units will be restricted for 55 years. 
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Development Cash Flow. The Borrower provided pro forma cash flows for the 
Development. The following table summarizes key elements: 
 

  
Assumptions  
Vacancy 5% 
Revenue Escalation 2% 
Expense Escalation 3% 
  
Cash Flow and Coverage  
Stabilized Net Income – First Full Year1 $1,087,722 
Expenses2 (539,735) 
Estimated Net Operating Income 547,987 
Note Debt Service3 (447,014) 
Debt Service Coverage 1.23x 
  
Available Cash Flow $100,973 
Limited Partner Fees (5,150) 
General Partner Fees (20,600) 
Excess cash flow  $75,223 
  
Deferred Developer Fee (100% of excess flow until paid) 4 (75,223) 
Net Cash Flow after Deferred Dev. Fee $0 
  
Subordinate Developer Fee (50%) (0) 
Housing Commission Loan (~40.7%) (0) 
Citibank Subordinate Loan (~9.3%) (0) 
Net Cash Flow for LP and GP  $0 

                       1 Net income consists of gross rent + laundry income (less 5% vacancy factor) + cell tower income 
                       2 Expenses include replacement reserves and the Commission’s Note monitoring fee 
                       3 Assumes an initial permanent loan par of $7,820,000 
                       4 Deferred developer fee is projected to be paid in full in the third full year of stabilized cash flow – freeing up  
   excess cash flow to pay the subordinate developer fee, the Housing Commission loan and the Citibank  
   subordinate loan 

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

2.00% Gross Scheduled Rent
2.00% Laundry Income
2.00% Cell Tower Income

    less 5% vacancy
Total Net Income

Expenses
3.00% Operating Expenses

Bond Monitoring Fee
3.00% Replacement Reserve

Total Expenses + Reserves 

Net Operating Income

Bond Debt Service

Debt Service Coverage 

Cash Flow after Debt Service
3.00% Limited Partner Fee
3.00% Managing General Partner Fee

Cash Flow after LP and GP Fees

Deferred Developer Fee (100% of excess cash flow)
Cash Flow after Deferred Developer Fee

1.00% Subordinate Developer Fee (50% of available cash flow)

Year
1 2 3 4 5

1,093,974 1,115,854 1,138,171 1,160,934 1,184,153
22,032 22,473 22,922 23,381 23,848
27,516 28,066 28,627 29,200 0

(55,800) (56,916) (58,055) (59,216) (60,400)
1,087,722 1,109,476 1,131,666 1,154,299 1,147,601

(493,885) (508,701) (523,962) (539,681) (555,871)
(23,350) (23,350) (23,350) (23,350) (23,350)
(22,500) (23,175) (23,870) (24,586) (25,324)

(539,735) (555,226) (571,182) (587,617) (604,545)

547,987 554,250 560,483 566,682 543,056

(447,014) (447,014) (447,014) (447,014) (447,014)

1.23x 1.24x 1.25x 1.27x 1.21x

100,973 107,236 113,469 119,668 96,042
(5,150) (5,305) (5,464) (5,628) (5,797)

(20,600) (21,218) (21,855) (22,510) (23,185)
75,223 80,713 86,151 91,529 67,059

(75,223) (80,713) (29,123) 0 0
0 0 57,028 91,529 67,059

0 0 (28,514) (45,765) (33,530)

Year

Net Cash Flow Available for Soft Loans

Housing Commission Loan Repayment (40.7% of avail cash flow)
Citibank Subordinate Loan (9.3% of avail cash flow)
Net Cash Flow Available after Soft Loans

0 0 28,514 45,765 33,530

0 0 (23,198) (37,232) (27,278)
0 0 (5,316) (8,532) (6,252)
0 0 0 0 0

 
 

PUBLIC PURPOSE 
 
The Note will result in the long-term affordability of 89 studio, one, two and three-
bedroom units in the City of San Diego: 9 units will be restricted and affordable to 
households earning 50% AMI; 80 units will be restricted and affordable to households 
earning 60% AMI; 1 unit will be occupied by a resident manager.  
 
The Note and Tax Credit Regulatory Agreements, as well as the Housing Commission’s 
Construction and Permanent Financing Loan Agreement, will require that these 
affordability levels be maintained for a period of 55 years.  
 
BENEFITS AND RISKS TO THE COMMISSION 
 
The Note provides a vehicle for financing a portion of the construction costs of the 
Development. As proposed, the Note will result in the long-term affordability of 89 
studio, one, two and three-bedroom units in the City of San Diego with units restricted to 
income levels described in “Public Purpose” above. 
 
The Note does not pose undue financial risk to the Housing Authority. The Note is not a 
direct obligation of the Housing Authority or the City of San Diego.  The Note will 
evidence a loan to be funded by the Lender, which has indicated its intention to hold the 
Note for its own account. Approximately 64% of the initial principal amount of the Note 
is expected to be repaid after construction and lease-up, with an estimated $7,820,000 
remaining thereafter. 
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If the Housing Authority issues the Note, the Commission would receive a total issuer fee 
at Note closing of $54,875, equal to 0.25% times the initial aggregate par amount of the 
Note ($21,950,140 based on current projections). The Commission also would receive an 
annual Note and unit monitoring fee of $54,875 during the construction period and 
$23,350 following conversion (based on a minimum fee of $10,000 plus $150/unit). 
 
Costs of issuance will be funded by the Borrower from the low income housing tax credit 
contributions and/or other funds of the Borrower. The Borrower has agreed to indemnify 
the Housing Authority and Commission as to matters relating to the Note. However, the 
Borrower is a single purpose entity with no significant assets or sources of income other 
than the Development and is generally not required to make up any cash flow shortfalls. 
 
RECOMMENDATIONS 
 
Ross Financial recommends that the Housing Authority proceed with the issuance of the 
Note based on the following findings: 
 
• The Note will achieve a public purpose by providing 89 affordable units, with all 

units restricted to income levels at 50% and 60% of AMI. 
 

• The Note will evidence a tax-exempt loan funded by a well-established, highly 
capitalized bank that is active in affordable housing lending. The Note will be subject 
to very restrictive transfer limitations at all times.  

 

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

 

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

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

 
 
Peter J. Ross    
Principal 
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EXHIBIT D:  TAX CREDITS & BASIS CALCULATION
7785 Mission Gorge

ACTUAL OR EST. 30% 70%
DESCRIPTION OF COSTS OF COSTS ELIGIBLE BASIS ELIGIBLE BASIS

ACQUISITION
Demolition -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Legal & Carrying Costs -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Land Lease Rent Prepayment -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Verifiable Carrying Costs -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Existing Improvement Costs -$                           -$                           XXXXXXXXXXXXX
Other: Entitlements and Plans -$                           -$                           -$                           
TOTAL LAND/AQUISITION COSTS 6,575,000$                -$                           -$                           

REHABILITATION
Off-Site Improvements -$                           -$                           
Environmental Remediation -$                           -$                           
Site Work -$                           -$                           
Structures -$                           -$                           
General Requirements -$                           -$                           
Contractor Overhead -$                           -$                           
Contractor Profit -$                           -$                           
Contractor General Liability Insurance -$                           -$                           
Other: -$                           -$                           
TOTAL REHABILITATION COSTS -$                           -$                           -$                           

RELOCATION
Temporary Relocation 89,500$                     89,500$                     
Permanent Relocation 506,000$                   XXXXXXXXXXXXX
TOTAL RELOCATION COSTS 595,500$                   -$                           89,500$                     

NEW CONSTRUCTION
Architecture Design Build (w/ mark up) 538,000$                   538,000$                   
Off Site Work 50,000$                     50,000$                     
Site Work 2,311,875$                2,311,875$                
Parking Garage 1,925,000$                1,925,000$                
Structures 9,037,426$                9,037,426$                
Solar 350,000$                   290,150$                   
Contractor Contingency 852,738$                   852,738$                   
General Requirements 903,902$                   903,902$                   
Contractor Overhead 301,301$                   301,301$                   
Contractor Profit 903,902$                   903,902$                   
Contractor General Liability Insurance -$                           -$                           
Other: -$                           -$                           
TOTAL CONSTRUCTION 17,174,145$              -$                           17,114,295$              

ARCHITECTURAL FEES
Building -$                           -$                           
Landscape 49,200$                     49,200$                     
Energy Consultant 50,000$                     50,000$                     
Other: Acoustic Study 3,500$                       3,500$                       
Other: Traffic Study 3,900$                       3,900$                       
Other: -$                           -$                           
TOTAL ARCHITECTURAL COSTS 106,600$                   -$                           106,600$                   

SURVEY & ENGINEERING
Civil (inlcudes ALTAs) 192,000$                   192,000$                   
ALTA -$                           -$                           
Staking 42,000$                     42,000$                     
Structural Testing 50,000$                     50,000$                     
Soils Testing 35,000$                     35,000$                     
Other: Phase I & II 7,500$                       7,500$                       
Other: soils report (borings) 12,036$                     12,036$                     
Other: Solar/Cell Tower/Utility Consultants 32,000$                     32,000$                     
TOTAL SURVEY & ENGINEERING 370,536$                   -$                           370,536$                   

CONTINGENCY COSTS
Hard Cost Contingency 1,033,707$                1,033,707$                
Soft Cost Contingency 203,203$                   203,203$                   
TOTAL CONTINGENCY COSTS 1,236,910$                -$                           1,236,910$                

CONSTRUCTION PERIOD EXPENSES
Construction Loan Interest 965,383$                   635,590$                   
C Bond Loan Interest -$                           -$                           
Soft Loan Interest 249,480$                   249,480$                   
Origination Fee 219,501$                   144,516$                   
Credit Enhancement & Application Fee -$                           -$                           
Owner Paid Bonds -$                           -$                           
Lender Inspection Fees 45,000$                     45,000$                     
Taxes During Construction 2,500$                       2,500$                       
Prevailing Wage Monitoring -$                           -$                           
Insurance During Construction 65,000$                     65,000$                     
Title and Recording Fees 60,000$                     60,000$                     
Construction Management & Testing -$                           -$                           
Predevelopment Loan Interest 30,000$                     30,000$                     
Other:  SDHC Ap, Orig, Servicing, Legal, Const Review 150,950$                   150,950$                   
Other: Bond Performance Deposit -$                           -$                           
TOTAL CONSTRUCTION PERIOD EXPENSE 1,787,815$                -$                           1,383,035$                

PERMANENT FINANCING EXPENSES
Loan Origination Fee 17,500$                     XXXXXXXXXXXXX XXXXXXXXXXXXX
Credit Enhancement & Application Fee -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Title and Recording Fees 15,000$                     XXXXXXXXXXXXX XXXXXXXXXXXXX
Property Taxes -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Insurance 35,000$                     XXXXXXXXXXXXX XXXXXXXXXXXXX
Other:  -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Other: -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
TOTAL PERMANENT FINANCING COSTS 67,500$                     -$                           -$                           



ACTUAL OR EST. 30% 70%
DESCRIPTION OF COSTS OF COSTS ELIGIBLE BASIS ELIGIBLE BASIS

LEGAL FEES
Construction Lender Legal 65,000$                     65,000$                     
Permanent Lender Legal 7,500$                       XXXXXXXXXXXXX
Sponsor Legal 50,000$                     50,000$                     
Organizational Legal 50,000$                     50,000$                     
Bond Legal 75,000$                     XXXXXXXXXXXXX
CPA, Opinion 10,000$                     10,000$                     
Other:  GP Legal 20,000$                     20,000$                     
TOTAL LEGAL 277,500$                   -$                           195,000$                   

CAPITALIZED RESERVES
Operating Reserve -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Replacement Reserve -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Rent-up Reserve -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Transition Reserve -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Other: Prepaid HOA -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Other: Capitalized LP Fee -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
TOTAL RESERVE COSTS -$                           -$                           XXXXXXXXXXXXX

REPORTS & STUDIES
Appraisal 5,000$                       5,000$                       
Market Study 46,000$                     46,000$                     
Physical Needs Assessment 12,500$                     -$                           
Environmental Studies 35,000$                     35,000$                     
Other: Investor Deposit 25,000$                     25,000$                     
Other: SDHC Fees -$                           -$                           
Other: -$                           -$                           
Other: -$                           -$                           
TOTAL REPORTS & STUDIES 123,500$                   -$                           111,000$                   

OTHER EXPENSES
TCAC Application/Allocation/Monitoring Fees 49,292$                     XXXXXXXXXXXXX XXXXXXXXXXXXX
CDLAC/CDIAC Fees 3,633$                       -$                           
Local Permit Fees 205,000$                   205,000$                   
Local Development Impact Fees 1,547,672$                1,547,672$                
Other Costs of Bond Issuance -$                           -$                           
Syndicator/Investor Fees & Expenses -$                           XXXXXXXXXXXXX XXXXXXXXXXXXX
Furnishings 50,000$                     50,000$                     
Final Cost Audit Expense 10,000$                     10,000$                     
Marketing 74,500$                     XXXXXXXXXXXXX XXXXXXXXXXXXX
Financial Consultant -$                           -$                           
Other: Upper Tier LP Funded Lower Tier Expenses 337,000$                    337,000$                   
Other: Accounting/Finance/Admin 30,000$                     30,000$                     
Other:  Trustee/Trustee Legal/FA Fees 65,000$                     XXXXXXXXXXXXX
Other:  Service Fee 25,000$                     XXXXXXXXXXXXX
TOTAL OTHER COSTS 2,397,096$                -$                           2,179,672$                

DEVELOPER COSTS
     Developer Fee Calculation (Per TCAC Application) 3,260,432$               -$                          3,260,432$                
Developer Fee 3,260,432$                -$                           3,260,432$                
Consultants/Processing Agent -$                           -$                           
Project Administration -$                           -$                           
Syndication Consultant -$                           -$                           
Guarantee Fees -$                           -$                           
Broker Fees Paid to Related Party -$                           -$                           
Construction Oversight & Mgmt -$                           -$                           
TOTAL DEVELOPER FEE 3,260,432$                -$                           3,260,432$                

          TOTAL RESIDENTIAL COSTS 33,972,534$              -$                           26,046,980$              

          TOTAL COMMERCIAL COSTS -$                          -$                           

     TOTAL PROJECT AND BASIS COSTS 33,972,534$             -$                          26,046,980$              

Adjustment for Excess Basis -$                               
Additional Amount Voluntarily Excluded From Basis -$                               
Requested Undadjusted Eligible Basis -$                           26,046,980$              

130% DIFFICULT DEVELOPMENT FACTOR? Tract #:  Not Avail. y 33,861,074$              

Credit Reduction 0.00% -$                           
Total Adjusted Qualified Basis 33,861,074$              

TX CREDITS @ % LI Eligible@ Tx Credit Rt 100.00% 3.19% 3.19%
3/1/2016

TX CREDITS @ % LI Eligible -$                          1,080,168$                

TX CREDITS OVER TEN YEARS -$                          10,801,680$              
 

State Tax Credits - 13% of Eligible Basis & Over 4 Yrs 0.00% -$                           
State Tax Credits Equity -$                           -$                           

TX CREDIT EQ'Y@$/Credit@% Investment 1.0850$                    98.99% 11,601,453$              
Reduced equity price from LOI

Page 2
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