
 
 

 REPORT 
 
DATE ISSUED:  June 9, 2016                     REPORT NO:  HCR16-056 
 
ATTENTION: Chair and Members of the San Diego Housing Commission

For the Agenda of June 17, 2016 
 
SUBJECT:       Preliminary Bond Authorization for Park & Market 
 
COUNCIL DISTRICT: 3 
 
REQUESTED ACTION     
Take the initial steps to issue Housing Authority of the City of San Diego tax-exempt Multifamily 
Housing Revenue bonds, which are administered by the State, to facilitate the development of Park & 
Market, a 427-unit mixed-use development, located in the in the East Village Neighborhood of 
Downtown San Diego, which will include 86 units that will remain affordable for 55 years.  
 
STAFF RECOMMENDATION   
That the San Diego Housing Commission (Housing Commission) recommend the Housing Authority of 
the City of San Diego (Housing Authority) take the following actions, as described in this report. 
 
1) Approve the following steps to issue Housing Authority tax-exempt Multifamily Housing Revenue 

Bonds for Park & Market, a 427-unit mix-use development, which will include 86 units that will 
remain affordable for 55 years: 

 
a. Issue a bond inducement resolution (Declaration of Official Intent) for up to $225,000,000 in 

Multifamily Housing Revenue Bonds for the development of Park & Market by a limited 
partnership formed by Holland Partners Group, LLC; 

b. Authorize an application (and subsequent applications, if necessary) to the California Debt Limit 
Allocation Committee (CDLAC) for an allocation of authority to issue tax-exempt private 
activity bonds in an amount up to $225,000,000 for Park & Market; 

c. Approve the financing team of Squire Sanders as Bond Counsel and Ross Financial as Financial 
Advisor; and 

d. Request that the San Diego City Council (City Council) hold a Tax Equity and Fiscal 
Responsibility Act (TEFRA) public hearing and adopt a resolution approving the issuance of 
Multifamily Housing Revenue Bonds in an amount up to $225,000,000; and 

 
2) Authorize the Housing Commission President & Chief Executive Officer (President & CEO), or 

designee, to execute any and all documents that are necessary to effectuate the transaction and 
implement these approvals in a form approved by General Counsel and bond counsel, and to take 
such actions as are necessary, convenient, and/or appropriate to implement these approvals upon 
advice of General Counsel and/or the bond counsel. 
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SUMMARY 
A development summary is included as Attachment 1. 
 
Table 1 – Development Details 
Address Northwest Corner of Park Blvd. & Market Street 

Council District 3 
Community Plan Area East Village 
Development Type New Construction 
Construction Type Type I 
Stories 34 
Parking Type Subterranean; 617 stalls 
Housing Type Mixed Use 
Lot Size Approximately 1.19 acres, 52,030 square feet 
Units 427; 341 market rate and 86 affordable 
Density 358 dwelling units per acre  
Affordable Unit Mix 141 Studio, 114 one-bedroom, 128 two-bedroom units 

and  44 three-bedroom units 
Gross Building Area 475,455 square feet Residential Rental  

  21,000 square feet Retail 
  45,735 square feet Office 
542,190 square feet 

 
The Development 
Park & Market is a proposed mixed-use development located at the northwest corner of Park Boulevard and 
Market Street that will be composed of 427 rental units, retail and office space (Attachment 2 – Site Map). 
The s 34-story high-rise has 22,865 square feet of ground-floor retail, 21,000 square feet of public-private 
space, including an outdoor amphitheater and public plaza, the renovation of the historic Remmen House, 
and four levels of subterranean parking.  Private amenities in the residential building will include a 
community room, fitness center, swimming pool, and multiple outdoor terraces.  The developer is in the 
process of entering into a Disposition and Development Agreement (DDA) with Civic San Diego 
(CivicSD), acting on behalf of the City of San Diego, for the purchase and development of City-owned land 
at the project site. Under the terms of the DDA, the developer will be required to designate 86 units 
(equivalent to 20 percent of the development) as affordable to households earning up to 50 percent of the 
Area Median Income. In addition to the on-site affordable units, net proceeds of the sale of the property to 
the developer will be deposited in the City’s Low-Moderate Income Housing Asset Fund (LMIHAF) to be 
used for future affordable housing developments throughout the city. 
 
Development Team 
Park & Market will be co-owned by an affiliate of Holland Partner Group (HPG) and an affiliate of 
North America Sekisui House (NASH). The development will be constructed by HPG’s affiliate 
Holland Construction. HPG and NASH will also serve as the tax credit investor; a to-be-formed limited 
partnership will own and control Park & Market. Statements for public disclosure for HPG and NASH 
are included in Attachment 3. 
 
Founded in 2001, HPG, based in Vancouver, Washington, is a real estate investment company. Current 
assets under management and development represent approximately $7.5 billion in 30,000 apartment 
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units across the western United States. The development of Park & Market will be managed by HPG’s 
Southern California office, which currently has eight developments composed of more than 2,500 units 
in various stages of development.  
 
NASH is wholly owned company of Sekisui House, LTD, one of Japan’s largest single-family 
homebuilders. Founded in 1960, Sekisui House is a publicly traded company and has built millions of 
homes worldwide.  
 
Table 2 - Development Team Summary 
ROLE FIRM/CONTRACT 
Co-Developer Holland Partner Group, LLC 

North America Sekisui House (NASH), LLC 
Tax Credit Investor To-be-formed affiliate of Holland Partner Group, LLC 

To-be-formed affiliate of North America Sekisui House  
General Contractor Holland Construction 
Architect Carrier Johnson 
Property Management To Be Determined 
Land Lessor  City of San Diego 

 
Financing Structure 
Park & Market has an estimated total development cost of $263,452,679.  The developer estimates that 
costs attributed to residential portions of the project are approximately $235 million, which is equivalent 
to an estimated total per unit cost of $550,351 and prorated hard costs of approximately $168.1 million. 
It will be financed with a combination of Federal 4 percent tax credits, tax-exempt Multifamily Housing 
Revenue Bonds and developer equity. There will be no Housing Commission financing provided to the 
development. The developer’s project pro forma is provided as Attachment 4. 
 
Table 3 – Park & Market Estimated Sources and Uses of Financing 
Permanent Financing Sources Amounts Permanent Financing Uses Amounts 
Permanent Loan $216,500,000 Acquisition Costs $14,650,904 
Developer Equity 46,952,679 Hard Costs 188,499,867 
  Soft Costs 52,515,313 
  Reserves   113,216 
  Developer Fee 7,673,379 
Total Development Cost $263,452,679 Total Development Cost $263,452,679 
  
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.  
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Table 4 – Key Performance Indicators* 
Development Cost Per Unit $235,000,000 ÷ 427 units =  $550,351 

Land Cost Per Unit $14,650,904 ÷ 427 units =  $34,311 

Gross Building Square Foot Hard Cost $168,142,032 ÷ 475,455 sq. ft. =  $354 

Net Rentable Square Foot Hard Cost $168,142,032 ÷ 384,816 sq. ft. = $437 
*Development Cost Per Unit and Square Foot Hard Costs based on estimate of total costs associated with 
residential portion of development and prorated hard costs. 
 
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 a comparison of the subject property and 
other developments of the same construction type. 
 
Table 5 – Comparable Development Projects 

Project Name Year Construction 
Type Units 

Total 
Development 

Cost 
(Residential) 

Cost Per 
Unit 

HC 
Subsidy 
Per Unit. 

Gross 
Hard Cost 
Per Sq.Ft. 

Celadon I 2012 I 129 $43,938,066 $340,605 $0 $302 
Celadon II 2012 I 121 $38,077,021 $314,686 $0 $302 

Atmosphere I 2014 I 100 $40,367,519 $403,675 $30,000 $330 
Subject – Park 

& Market 2017 I 427 $235,000,000 $550,351 $0 $354 

Ten Fifty B 2010 I 229 $88,682,000 $387,258 $0 $447 
 
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.  
 
The developer plans to submit a bond allocation application to CDLAC in July 2016, for a September 
2016 bond allocation meeting; however, if necessary, staff will submit additional applications to 
CDLAC to secure a bond allocation for the development. 
 
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 5. 
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The developer will be seeking a CDLAC bond allocation of approximately $225,000,000. The developer 
proposes to issue the bonds through a tax-exempt public placement bond issuance. The bonds will meet 
all requirements of the Housing Commission’s Multifamily Housing Revenue Bond Program policy and 
will fully comply with the City of San Diego’s (City) ordinance on bond disclosure. The up to 
$225,000,000 bond allocation that will be sought from CDLAC is approximately 3.75 percent higher 
than the $216,500,000 amount for which the development is being underwritten. This increased amount 
represents a bond contingency to account for possible increases in the bond amount due to increases in 
construction costs, and/or decreases in the assumed interest rate, and/or the loss of other planned funding 
sources. 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 will be used for acquisition, construction and permanent 
financing. Housing Commission staff will later return to both the Housing Commission and Housing 
Authority for approval of the final bond amount.  
 
Staff recommends assigning Ross Financial as Financial Advisor and Squire Patton Boggs as Bond 
Counsel to work on the development. The proposed financing team members have been selected in 
accordance with the existing policy for the issuance of bonds. Financial Advisors and Bond Counsels are 
designated on a rotating basis from the firms selected under the program through a competitive Request 
for Proposal process. 
 
Prevailing Wages 
Prevailing wages are not applicable to the proposed rehabilitation because no Federal or State funds will 
be used. 
 
AFFORDABLE HOUSING IMPACT  
Under the proposed bond financing, Park & Market would restrict 20 percent of its units to households 
with incomes at or below 50 percent of San Diego Area Median Income (AMI). The remaining 80 
percent of the units will be market rate.  The affordable units will be restricted for a 55-year term. Table 
6 summarizes the affordability: 
 

Table 6 – Park & Market Affordability & Monthly Estimated Rent Table 

 
 

Unit Type Restrictions AMI Number 
of Units 

Gross 
Rents 

Estimated 
Market Rents 

Rent Savings 
Per Unit 

Studio Tax-Credit 50% AMI 28 $743 $1,173 $430 
1-bedroom Tax-Credit 50% AMI 23 $796 $1,664 $868 
2-bedroom Tax-Credit 50% AMI 26 $956 $2,109 $1,153 
3-bedroom SDHC 50% AMI 9 $1,063 $3,048 $1,985 
Studio Market - 113 - - - 
1-bedroom Market - 91 - - - 
2-bedroom Market - 102 - - - 
3-bedroom Market - 35 - - - 
Total   427    
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Development Schedule 
The estimated development timeline is as follows. 
 

Milestones Estimated Dates 
• California Tax Credit Allocation Committee (CTCAC) and 

CDLAC application 
• CTCAC and CDLAC allocation/approvals 

 
• July 2016 
• September 2016 

• Housing Authority proposed final bond/note authorization • October 2016 
• Estimated bond/note issuance and escrow closing • December 2016 
• Estimated start of construction work • January 2017 
• Estimated completion of construction work • Fall 2018 

 
FISCAL CONSIDERATIONS   
The proposed funding sources and uses approved by this action are included in the Housing Authority-
approved Fiscal Year (FY) 2017 Housing Commission Budget.  Approving this action will not change 
the FY 2017 total budget. 
 
Funding sources approved by this action will be as follows:  
Bond Issuance Fees - $270,265 
 
Funding uses approved by this action will be as follows:  
Rental Housing Finance Program Administration Costs - $270,265 
 
Approval of the bond inducement and TEFRA resolutions does not commit the Housing Authority to issue 
the bonds. The bonds would not constitute a debt of the City. If bonds are ultimately issued for the 
development, the bonds will not financially obligate the City, the Housing Authority or the Housing 
Commission because security for the repayment of the bonds will be limited to specific private revenue 
sources 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 annual administrative fee, as well as 
Housing Commission Bond Council and Financial Advisor fees.  
 
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS  
The Exclusive Negotiation Agreement between the developer and CivicSD provides that the developer 
conduct a series of public outreach meetings, a minimum of two, prior to finalizing the Site Plan and 
executing the DDA. HPG will conduct these meetings prior to final bond authorization. 
 
KEY STAKEHOLDERS and PROJECTED IMPACTS 
Stakeholders include Holland Partner Group, North America Sekisui House, CivicSD, the City of San 
Diego, and the East Village Community. Development of the property is expected to have a positive 
impact on the community because it will redevelop the site and provide affordable housing opportunities 
to future tenants. 
 
ENVIRONMENTAL REVIEW 
This activity is not a "project" and is therefore not subject to the California Environmental Quality Act 
(CEQA) pursuant to State CEQA Guidelines Section 15060(c)(3). This determination is predicated on 
Section 15004 of the Guidelines, which provides direction to lead agencies on the appropriate timing for 
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environmental review. This action does not constitute approval of a project. Approval will occur once 
the environmental review has been completed in accordance with CEQA Section 15004. This action will 
not foreclose review of alternatives or mitigation measures by the public as part of the CEQA process. 
The proposed actions are approval of preliminary steps to issue bonds and do not constitute approval of 
the development activity or authorization for the issuance of bonds. Future actions to consider and 
approve development entitlement approvals related to the future development of the site will require 
additional review under the provisions of CEQA by the lead agency. Processing under the National 
Environmental Policy Act is not required as no federal funds are involved in this action. 
Respectfully submitted,     Approved by, 
 

Ted Miyahara     Deborah N.  Ruane 
 

Ted Miyahara       Deborah N. Ruane 
Director Housing Finance     Senior Vice President 
Real Estate Division      Real Estate Division 
 
Attachments: 1) Development Summary 
  2) Site Map 
  3) Developer Disclosure Statements 
  4) Developer’s Project Pro forma 
  5) Multifamily Housing Revenue Bond Program 
  6) E-mail to SDHC Commissioners (added June 15, 2016) 

 
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 in the “Public Meetings” section of the San Diego Housing Commission 
website at www.sdhc.org. 
 
 
 
 

http://www.sdhc.org/


ATTACHMENT 1 – DEVELOPMENT SUMMARY 
 
 
Table 1 – Development Details 
Address Northwest Corner of Park Blvd. & Market Street 

Council District 3 
Community Plan Area East Village 
Development Type New Construction 
Construction Type Type I 
Stories 34 
Parking Type Subterranean; 617 stalls 
Housing Type Mixed Use 
Lot Size Approximately 1.19 acres, 52,030 square feet 
Units 427; 341 market rate and 86 affordable 
Density 358 dwelling units per acre  
Affordable Unit Mix 141 Studio, 114 one-bedroom, 128 two-bedroom units 

and  44 three-bedroom units 
Gross Building Area 475,455 square feet Residential Rental  

  21,000 square feet Retail 
  45,735 square feet Office 
542,190 square feet 

 
 

 
Table 2 - Development Team Summary 
ROLE FIRM/CONTRACT 
Co-Developer Holland Partner Group, LLC 

North America Sekisui House (NASH), LLC 
Tax Credit Investor To-be-formed affiliate of Holland Partner Group, LLC 

To-be-formed affiliate of North America Sekisui House  
General Contractor Holland Construction 
Architect Carrier Johnson 
Property Management To Be Determined 
Land Lessor  City of San Diego 

 
 
 

 
Table 3 – Park & Market Estimated Sources and Uses of Financing 

Permanent Financing Sources Amounts Permanent Financing Uses Amounts 
Permanent Loan $216,500,000 Acquisition Costs $14,650,904 
Developer Equity 46,952,679 Hard Costs 188,499,867 
  Soft Costs 52,515,313 
  Reserves   113,216 
  Developer Fee 7,673,379 
Total Development Cost $263,452,679 Total Development Cost $263,452,679 



 
 
 
Table 4 – Key Performance Indicators* 
Development Cost Per Unit $235,000,000 ÷ 427 units =  $550,351 

Land Cost Per Unit $14,650,904 ÷ 427 units =  $34,311 

Gross Building Square Foot Hard Cost $168,142,032 ÷ 475,455 sq. ft. =  $354 

Net Rentable Square Foot Hard Cost $168,142,032 ÷ 384,816 sq. ft. = $437 
*Development Cost Per Unit and Square Foot Hard Costs based on estimate of total costs associated 
with residential portion of development and prorated hard costs. 
 
 
Table 5 – Comparable Development Projects 

Project Name Year Construction 
Type Units 

Total 
Development 

Cost 
(Residential) 

Cost Per 
Unit 

HC 
Subsidy 
Per Unit. 

Gross 
Hard Cost 
Per Sq.Ft. 

Celadon I 2012 I 129 $43,938,066 $340,605 $0 $302 
Celadon II 2012 I 121 $38,077,021 $314,686 $0 $302 

Atmosphere I 2014 I 100 $40,367,519 $403,675 $30,000 $330 
Subject – Park 

& Market 2017 I 427 $235,000,000 $550,351 $0 $354 

Ten Fifty B 2010 I 229 $88,682,000 $387,258 $0 $447 
 
 
Table 6 – Park & Market Affordability & Monthly Estimated Rent Table 

 
 

 

Unit Type Restrictions AMI Number 
of Units 

Gross 
Rents 

Estimated 
Market Rents 

Rent Savings 
Per Unit 

Studio Tax-Credit 50% AMI 28 $743 $1,173 $430 
1-bedroom Tax-Credit 50% AMI 23 $796 $1,664 $868 
2-bedroom Tax-Credit 50% AMI 26 $956 $2,109 $1,153 
3-bedroom SDHC 50% AMI 9 $1,063 $3,048 $1,985 
Studio Market - 113 - - - 
1-bedroom Market - 91 - - - 
2-bedroom Market - 102 - - - 
3-bedroom Market - 35 - - - 
Total   427    
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Apartment Income - Market Rate
Total Average Average Total

Unit Type Unit Net Monthly Rent Monthly
Beds/Baths Area (SF) Area (SF) Rent per SF Rent
STUDIO 113 26% 623 70,378 2,515 4.04            284,164
1 BDRM 91 21% 740 67,340 3,033 4.10            276,023
2 BDRM 102 24% 1,180 120,360 4,039 3.42            411,990
3 BDRM 35 8% 1,400 49,000 4,615 3.30            161,513
Market Total/Avg. 341 80% 901 307,078 3,325$    3.69$          1,133,690$              

Apartment Income - Affordable 
STUDIO 28 7% 623 17,439 670 1.08            18,760
1 BDRM 23 5% 740 17,020 721 0.97            16,583
2 BDRM 26 6% 1,180 30,680 873 0.74            22,698
3 BDRM 9 2% 1,400 12,600 1,015 0.73            9,135
Affordable Total/Avg. 86 20% 904 77,739 781$       0.86$          67,176$  

Total/Avg. 427 100% 901 384,816 2,812$    3.12$          1,200,866$              

Gross Annual Rent Income 14,410,391$            

Apartment Amenities Qty. Price Total
Single Reserved Stall (Underground) 427 @ -$                -$  
Single Shared Stall (Underground) 184 @ 100$           18,400 
Future Resident Stalls 6 @ -$                - 
Storage 107 @ 35$             3,745 
Bike Storage 214 @ 10$             2,140 
Monthly Amenity Residential Income 24,285$  
Gross Annual Amenity  Income 291,420$  

Gross Annual Apartment Income 14,701,811$            

Commercial Income
Gross SF Rentable SF Rent psf/yr Vacancy Rent

Office Income (includes 5.0% vacancy) 48,142      45,735          $48.00 5.0% $2,085,516
Retail Income (includes 5.0% vacancy) 24,068      22,865          $28.64 5.0% $622,048
Annual Commercial Rent 72,211      68,600          $41.55 5.00% $2,707,564

Commercial Amenities Qty. Price Total
Commercial Parking Spaces (daytime use of shared residential) 138 @ 150$           20,700 
Monthly Commercial Parking Income 20,700$  
Gross Annual Amenity  Income 248,400$  

Gross Annual Commercial Income $2,955,964

Total Gross Annual Income 17,657,775$            

Notes & Assumptions:
1. Parking Income assumes one stall per unit is included in the rents and remaining parking shared with office use.
2. Retail income is presented triple-net, and equals $622,048 per year.
3. Office income is presented modified gross, and equals $2,333,916 per year.
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T O T A L   D E V E L O P M E N T   B U D G E T 5/16/2016

Uses of Funds Total Per Unit Per Apt. SF

Land $14,650,904 $34,311 $38.07

Hard Costs 179,421,156 420,190 466.25

Hard Costs Contingency 5,382,635 12,606 13.99

Construction Management Overhead 3,696,076 8,656 9.60

Architecture and Engineering 7,500,000 17,564 19.49

Construction Interest (net of interim NOI) 9,068,934 21,239 23.57

Loan Fees 3,247,500 7,605 8.44

Legal, Closing, and Other 3,750,000 8,782 9.74

Reserves and Operating Deficits 113,216 265 0.29

Real Estate Taxes 3,643,644 8,533 9.47

Municipal Fees & Mitigations 9,116,324 21,350 23.69

Marketing, Pre-leasing and FFE 2,000,000 4,684 5.20

Non-Res Leasing Commissions 1,333,832 3,124 3.47

Non-Residential TI 5,181,700 12,135 13.47

Developer Fee 7,673,379 17,970 19.94

Contingency 7,673,379 17,970 19.94

Total Uses $263,452,679 $616,985 $684.62

Contingency Summary

Hard Cost Contingency $5,382,635 $12,606 $13.99
Soft Cost Contingency 7,673,379 17,970 19.94

Combined Contingency $13,056,014 $30,576 $33.93

Notes & Assumptions:
1.  Hard costs include general conditions and contractor fee. 
2.  Construction Management O/H is calculated at 2.0% of hard costs.
3.  Development Fee is calculated at 3% of eligible development costs.
4.  Construction interest assumes  $216,500,000 (82.2% of costs) would be funded by tax exempt bonds starting
     at 2.0% and increasing to 3.0% by 2021.  The remaining  $46,952,679 (17.8%) would be funded with equity. 
5.  Assumes addition of 65% LTC loan on commercial building upon TCO and lease commencement in month 36.
     Loan Fees line includes cost of 65% LTC loan fee.
6.  Commissions calculated at 6.0% first 5 years, 3.0% second 5 years, and TIs are $76 per sq. ft. on average
     calculated on 45,735 sq. ft. of office, 17,665 sq. ft. of retail, plus the 5,200 sq. ft. Remmen House.
7.  Relocation and renovation costs for the Remmen House are included in the Hard Costs.
8.  Loan Fees equal 1.5% of total $216,500,000 bond amount, which includes "Cost of Issuance" fees.
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 4 2 7   U N I T S
5/16/2016

P R O J E C T E D   O P E R A T I N G   E X P E N S E S   
( a s - i f   s t a b I i I z e d )

TOTAL EXPENSES Total Per Unit Per Apt SF
Payroll $854,000 $2,000 $2.22
On-site Administration 111,874 262 0.29
Landscape/Contract Services 172,935 405 0.45
Unit Turnover 102,480 240 0.27
Utilities (net) 256,200 600 0.67
Leasing and Marketing 91,805 215 0.24
Repairs and Replacement 125,965 295 0.33
1Management Fee 516,135 1,209 1.34
Insurance 256,200 600 0.67
Controllable Expenses $2,487,594 $5,826 $6.46

2Property Taxes $2,110,754 $4,943 $5.49
Retail Triple Nets (368,279) (862) (0.96)
Non-Controllable Expenses $1,742,475 $4,081 $4.53

Total Operating Expenses $4,230,070 $9,906 $10.99

Notes & Assumptions:
1. The Management Fee is 3.00% of the Gross Rental Income
2. The Property Tax projections assume the affordable units qualify for abatement under the Homestead Tax Exemption.
3. Capital Reserves are included as a capital expense in the Cash Flow tab starting immediately after construction and flow

 through to the IRR calculations
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P R O F O R M A  O P E R A T I N G  S T A T E M E N T  5/16/2016

'Construction Start' 'Proposed'
2017 2021
 As If  Stabilized at 

 Stabilized  95.0% Econ. 

Gross Residential Rental Income  $         14,701,811  $      16,902,504 

Vacancy (735,091)               5.0% (856,286)            5.0%

Net Residential Rental Income 13,966,720$         16,046,217$      

Shared Tenant Communications Income 25,620                  27,760               
Other Income 256,200                277,603             
Total Fee Income 281,820$              305,363$           

Office Income (includes 5.0% vacancy) 2,085,516             2,168,665          
Retail Income (includes 5.0% vacancy) 622,048                622,048             
Commercial Amenities 248,400                248,400             
Total Commercial Income 2,955,964$           3,039,113$        

Income from Annual Sale of Tax Credits 1,306,220             1,306,220          
Total Fee Income 1,306,220$           1,306,220$        

Effective Gross Income 18,510,724$         20,696,914$      

Less Operating Expenses:
Controllable Expenses (2,487,594)            (2,797,609)         
Non-controllable Expenses (1,742,475) (2,162,756)         

Total Operating Expenses (4,230,070)$          (4,960,365)$       

Net Operating Income 14,280,655$         15,736,549$      

Project Yield on Leveraged Costs of $263,452,679 5.42% 5.97%
Project Yield on Unleveraged Costs of $251,136,245 5.69% 6.27%

Average Rent Per Unit 2,812$                3,276$             
Average Rent Per Square Foot 3.12$                  3.64$               
Percentage of Current Rents 100% 116%

Notes & Assumptions:
1. 'Other Income' includes application, cancellation, redecorating and pet fees of $50 per unit per month and is based on

historical operations from other urban projects managed by Holland Residential. 
2. The 'Proposed' income figures at stabilization reflect a growth rate of 4.20% in 2017, 4.30% in 2018, 3.80% in 2019,

3.50% in 2020, 3.50% in 2021, and 3.00% in 2022.
3. The expense figures at stabilization reflect a growth rate of 3.00% in year one, 3.00% in year two and 3.00% in year three.

Capital reserves increase at 3.00% per annum from C of O, and taxes increase at 2.00% from C of O.
4. Property taxes are estimated as of final completion.
5. Tax credit income assumes sale on an annual basis at 100 cents on the dollar.  

  H  O  L  L  A  N  D     P  A  R  T  N  E  R  S P a r k   &   M a r k e t   -   4 2 7   U N I T S 



Mar-18 Mar-19 Mar-20 Mar-21 Mar-22 Mar-23 Mar-24 Mar-25 Mar-26 Mar-27 Mar-28 Mar-29 Mar-30 Mar-31

Total Financing



Mar-32 Mar-33 Mar-34 Mar-35 Mar-36 Mar-37 Mar-38 Mar-39 Mar-40 Mar-41 Mar-42 Mar-43 Mar-44 Mar-45 Mar-46 Mar-47



4-1 

 
ATTACHMENT 5 

HOUSING COMMISSION MULTIFAMILY 
HOUSING REVENUE BOND PROGRAM 

SUMMARY 
 
General Description:  The multifamily housing bond program provides below-market 
financing (based on bond interest being exempt from income tax) for developers willing 
to set aside a percentage of project units as affordable housing. Multifamily housing 
revenue bonds are also known as “private activity” bonds because the projects are owned 
by private entities, often including nonprofit sponsors and for-profit investors. 
 
Bond Issuer:  Housing Authority of the City of San Diego.  There is no direct legal 
liability to the City, the Housing Authority or the Housing Commission in connection 
with the issuance or repayment of bonds.  There is no pledge of the City’s faith, credit or 
taxing power nor of the Housing Authority’s faith 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. 
 



From: SDHCdocketinfo  
Sent: Tuesday, June 14, 2016 10:06 AM 
Cc: Maria Velasquez <mariav@sdhc.org> 
Subject: SDHC Board Meeting Agenda Item 104 Park & Market - Additional Information 

Good morning, Commissioners – 

At the SDHC Board of Commissioners Meeting this Friday, you will be considering HCR16-056 
Preliminary Bond Authorization for Park & Market, a 427-unit mixed-use development in 
the East Village that will be co-developed by affiliates of North America Sekisui House, LLC 
(NASH). 

Chairman Gramling has asked that you review additional information about the development 
(website links below):  

• NASH - http://www.nashcommunities.com/
• SEKISUI HOUSE LTD - https://sekisuihouse.co.jp/english/financial/library/annual/

Thank you. 

Scott Marshall 
Director of Communications  
San Diego Housing Commission 
1122 Broadway, Suite 500, San Diego, CA 92101 
619-578-7138 (o)
scottm@sdhc.org
Closed every other Friday

Disclosure: This email communication may be subject to the California Public Records Act and 
may be viewed by third parties upon request. 
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