
REPORT 
DATE ISSUED:   November 23, 2016  REPORT NO:  HCR16-092 

ATTENTION: Chair and Members of the San Diego Housing Commission
For the Agenda of December 2, 2016 

SUBJECT: New Palace Hotel - Loan Recommendation and Preliminary Bond Authorization

COUNCIL DISTRICT: 3 

REQUESTED ACTION 
Approve a residual receipts loan and take the initial steps to issue Housing Authority of the City of San 
Diego tax-exempt Multifamily Housing Revenue Bonds, which are allocated by the State, to facilitate 
the acquisition, rehabilitation, and preservation of the New Palace Hotel, an 80-unit multifamily 
affordable rental housing development for homeless seniors located at 1814 5th Avenue, San Diego, 
which will remain affordable for 55 years. 

STAFF RECOMMENDATION   
That the San Diego Housing Commission (Housing Commission) recommend that the Housing 
Authority of the City of San Diego (Housing Authority) take the following actions, as described in this 
report: 

1. Approve a Housing Commission residual receipts loan of up to $3,100,000 to HDP New Palace,
L.P., a California limited partnership, to facilitate the proposed rehabilitation of the New Palace
Hotel (New Palace), an 80-unit multifamily affordable rental housing development for homeless
seniors located at 1814 5th Avenue, San Diego, which will remain affordable for 55 years..

The Housing Commission’s proposed loan would be contingent upon the developer receiving all 
necessary third-party funding commitments, including a California Tax Credit Allocation Committee 
(TCAC) award of approximately $7,439,997 of 4 percent tax credits, an approximate $4,497,317 
tax-exempt bonds financed loan, a loan from Civic San Diego (Civic), as well as additional funds 
from other third-party sources as described in this report.  Such third-party funding commitments 
would be subject to the Housing Commission’s General Counsel’s approval.  

2. Approve initial steps to issue Housing Authority tax-exempt Multifamily Housing Revenue Bonds,
which are allocated by the State, for New Palace, including:
a. Issue a bond inducement resolution (Declaration of Official Intent) for up to $14,000,000 in tax

exempt Multifamily Housing Revenue Bonds for the rehabilitation of New Palace;
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 of up to $14,000,000 for New Palace;

c. Approve a bond financing team of Quint and Thimmig LLP as bond counsel, and The PFM
Group as bond financial advisor;
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d. Request that the City Council hold a Tax Equity and Fiscal Responsibility Act (TEFRA) public
hearing, and adopt a resolution approving the Housing Authority’s issuance of tax-exempt
Multifamily Housing Revenue Bonds in an amount of up to $14,000,000; and

3. Authorize the  Executive Vice President & Chief of Staff, or his designee:
a. 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 to take such actions as are necessary,
convenient and/or appropriate to implement the approvals upon advice of General Counsel;

b. To adjust financing terms/conditions as necessary for consistency with requirements of other
funding sources or to accommodate market changes that may occur, provided that the proposed
$3,100,000 maximum loan amount may not increase; and

c. To substitute approved funding sources with any other available funds as deemed appropriate,
contingent upon budget availability, and further authorize the Executive Vice President & Chief
of Staff , or designee, to take such actions as are necessary, convenient and/or appropriate to
implement this approval and delegation of authority by the Housing Commission upon advice of
General Counsel.

SUMMARY 
A development summary is at Attachment 1. 

Table 1 –Development Details 

Address 1814 5th Avenue 
Council District 3 
Community Plan Area Bankers Hill/Park West neighborhood of Uptown 

Community Planning Area 
Developer Housing Development Partners (HDP) 
Development Type Acquisition with rehabilitation 
Construction Type Type V, wood frame, stucco construction 
Parking Type There is no on-site parking and no vehicular access. 
Housing Type Multifamily (three-story structure) 
Lot Size .34 acres,  15,000 square feet (rectangular in shape) 
Units 80 (79 units affordable) 
Density 235 dwelling units per acre (80 units ÷ .34 acres) 
Unit Mix 79 affordable studios and one manager’s studio unit 
Gross Building Area 34,563 sq. ft. (including 16,635 sq. ft. residential, 15,688 

sq. ft. common area, and  2,240 sq. ft. commercial space) 
Net Rentable Area 16,635 square feet (apartments total) 
Project-Based Housing 
Vouchers 

79 dedicated for homeless seniors 

The Development 
New Palace is an 80-unit existing apartment building constructed in the early 1900s and rebuilt in 1991 
after a severe fire.  It is located at 1814 5th Avenue, (corner of 5th Avenue and Elm Street) (Attachment 2 - 
site maps).  New Palace is a three-story building with a basement and elevator service.  There is no on-
site parking, which is allowed for Single-Room Occupancy (SRO) developments.  Housing 
Development Partners (HDP), the Housing Commission’s nonprofit affiliate, intends to convert the 
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existing 80 SRO units into 79 rehabilitated affordable studios and an unrestricted manager’s studio.  Site 
amenities include:  a patio, a landscaped courtyard, a lounge/lobby area, a media room, a 
dining/community room, and a basement laundry area.  The building also includes fire sprinklers, as 
well as three vacant commercial spaces.  Unit amenities will include: a bed, a dresser, refrigerator, stove, 
microwave, garbage disposal, and air conditioning.  Security features will include:  security cameras, 
emergency pull cord, and front desk clerical staff Thursday evening to Sunday evening.   Bus service is 
available nearby on 4th and 5th avenues.  The property is a 14,985-square-foot corner lot.  Nearby 
development includes a parking lot, office building, retail store, a hotel and offices. 

Prior Actions 
In 1992, the then-owner, Fifth Avenue Corp/Downtown Senior Center, received $1,270,870 of 9 percent 
tax credits for New Palace.  TCAC’s original affordability restrictions remain on all 80 SRO units for 30 
years (until 2022) at an estimated 40 percent of San Diego Area Median Income (AMI), approximately 
$23,800 a year for an individual.  In January 2016, HDP purchased New Palace from Downtown Senior 
Center.  HDP’s purchase financing included a loan from the Local Initiatives Support Corporation 
(LISC).   The Housing Commission has provided 79 Project-Based Housing Vouchers for homeless 
seniors at New Palace. 

Developer’s Request 
HDP submitted a request for a Housing Commission  residual receipts loan of $3,100,000 and Housing 
Authority issuance of up to $14,000,000 of tax-exempt Multifamily Housing Revenue Bonds. 

Building Conditions/Proposed Rehabilitation Work 
HDP intends to complete a comprehensive/substantial renovation of  New Palace.  In June2015 HDP 
engaged EM Group to conduct a Capital Needs Assessment (CNA) for the property.  An estimated 
rehabilitation summary is at Attachment 3.  The current estimate of rehabilitation costs is $7,479,274 
($93,491/unit).  This amount includes estimated costs to: add kitchenettes to each unit to convert the 
SROs into studios; upgrade existing building systems to extend useful life; add new bathroom fixtures; 
update fire/life safety components; provide full roof replacement; and paint the interior and exterior of 
the building.  The Housing Commission engaged a third-party consultant, Gordian Group/R.S. Means, to 
review and confirm the estimated rehabilitation costs.  

New Palace will be rehabilitated in conformance with TCAC minimum energy efficiency standards for 
rehabilitation projects, which require demonstrating at least 10 percent post-rehabilitation improvement 
in energy efficiency over existing conditions.  The commercial space will not be improved.  The 
Multifamily Housing Revenue Bonds proceeds cannot be used for commercial space improvements. 
Allgire General Contractors Inc. has worked with HDP for pre-development scope of work estimates.  
HDP intends to enter into a construction contract with Allgire General Contractors (Allgire) following 
the contractor’s solicitation of at least three bids from subcontractors and suppliers to ensure competitive 
pricing.   

Appraisal and Sale Price 
An October 17, 2016, the appraisal, completed by Froboese Realty Group Inc., which holds an MAI 
appraiser designation from the Appraisal Institute, provided an “as-is” market value at $7,520,000.  HDP 
as owner is proposing to sell the property to HDP New Palace L.P. 
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$7,520,000 Proposed sale to HDP New Palace L.P. 
             -5,799,261 HDP Payoff of LISC existing bridge loan 
            $1,740,739 subtotal 
            - 1,740,739 HDP proposed seller carryback note 

                        $              0 Balance 
 
Prevailing Wages 
HDP’s use of Project-Based Housing Vouchers will require payment of Federal Prevailing wages.   

Relocation 
As of August 2016, 11 units at New Palace were vacant.  HDP does not anticipate any permanent 
relocation of tenants.  However, rehabilitation work may require temporary relocation.  Relocation will 
comply with the Federal Uniform Relocation Act.  EPIC Land Solutions Inc. has completed a proposal 
to provide relocation services. HDP’s pro forma budgets $552,645 for temporary relocation costs 
($510,000 relocation costs [$6,375/unit] + $42,645 relocation study = $552,645).   
 
Accessibility 
TCAC requires wheelchair accessibility in 10 percent of the units, with an additional 4 percent of the 
units accessible to residents with visual and/or hearing impairment.  However, due to building space 
limitations HDP’s architect will request TCAC approval to use only the U.S. Department of Housing 
and Urban Development’s (HUD) HOME Investment Partnerships Program (HOME) and Project-Based 
Housing Voucher accessibility requirement of wheelchair accessibility in 5 percent of the units, plus an 
additional 2 percent of the units accessible to residents with visual and/or hearing impairment. 
 
Development Team 
HDP is a California 501(c) (3) nonprofit public benefit corporation, which was incorporated in April 
1990 and is an affiliate of the Housing Commission.  HDP is a separate legal entity established by the 
Housing Commission to acquire and develop low- and moderate-income housing and to provide services 
related to housing.  HDP is an experienced developer and has successfully participated in affordable 
housing developments throughout San Diego.  HDP has developed 1,053 units of affordable rental 
housing, including multiple affordable developments utilizing Housing Commission loans.  Three recent 
developments are: 

• Hotel Churchill, at 827 C Street, a 73-unit rehabilitation development, completed in 2016, with a 
$6,106,609 Housing Commission loan and a $9,289,800 Moving-to-Work grant;   

• Courtyard Terraces, at 4321 52nd Street, an 88-unit new construction development for seniors, 
completed in 2010, with a $6,000,000 Housing Commission loan; and   

• Mason Hotel, at 1337 5th Avenue, a 17-unit rehabilitation development, completed in 2011, with 
$2,664,141 of Housing Commission loans.   

 
HDP’s previous Housing Commission loans are in full compliance. Based upon the developer’s past 
experience and past performance, Housing Commission staff has determined that the developer has the 
requisite capacity to successfully complete the proposed rehabilitation.  HDP New Palace Management, 
LLC, a California limited liability company, will act as the borrower’s Managing General Partner 
(Attachment 4 – organization chart).   
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Property Management and Supportive Services 
New Palace is managed by SK Management (SK).  SK has substantial experience as a manager of 
affordable housing, including properties for seniors, with Project-Based Housing Vouchers, and with tax 
credits. Serving Seniors (previously known as Senior Community Center) will provide resident 
supportive services, such as accessing health care options and retirement benefits, providing legal and 
entitlement referrals, finding transportation resources, connecting residents to community events, 
providing medical education and referrals, and one-on-one supportive services as needed.  Serving 
Seniors operates the Gary and Mary West Senior Wellness Center at 1525 4th Avenue, located three 
blocks from New Palace. 
  

Table 2 Development Team Summary 
ROLE/FIRM 

Proposed new owner - HDP New Palace L.P., a California limited partnership 
Limited partnership - Managing Partner - HDP New Palace Management L.L.C. 
                                   Tax Credit Investor - to be selected 
Architect - Studio E Architects 
General contractor – Allgire General Contractor 
Property manager - SK Management 
Relocation consultant - EPIC Land Solutions Inc. 
Tenant services provider - Serving Seniors 
Construction & permanent lender - To be selected 

 
STATEMENT for PUBLIC DISCLOSURE 
The developer’s Disclosure Statement is at Attachment 5. 
 
FINANCING STRUCTURE 
Permanent Sources and Uses of Financing 
The estimated total development costs and sources and uses of funds are detailed in the pro forma attached 
to this report (Attachment 6) and summarized below.   
 

Table 3 – New Palace Estimated Permanent Sources and Uses  
Financing Sources Amounts Financing Uses Amounts Per Unit 

Permanent loan (multifamily 
mortgage revenue bonds) 

 
$4,497,317 

 
Acquisition:  

 
$7,520,000 

 
$94,000 

Housing Commission proposed loan 3,100,000 Hard costs 7,479,274 93,491 
 
 
California Housing Finance Agency 
(CalHFA) Special Needs Housing 
Program (SNHP) loan 

 
 
 
 

1,400,000 

Architect/Engineering - $  414,189 
Permits & fees -                 100,000 
Third party reports -           167,010  
Other soft costs -           +1,415,519 
Subtotal -                         2,096,718 

  
 
 
 

 2,096,718 

 
 
 
 

26,209  
Civic San Diego loan 1,960,000 Financing 1,047,447 13,093 
HDP/Seller’s Note 1,740,739   Bonds and tax credit costs 265,919 3,324 
HDP Deferred Fee 1,212,691 Reserves 489,386 6,117 
Four percent tax credit equity 7,439,997   Developer fee 2,500,000 31,250 
Existing Replacement Reserves 48,000    
Total Development Cost  $21,398,744 Total Development Cost (TDC) $21,398,744 $267,484 

 
The proposed Housing Commission residual receipts loan will be funded with up to $3,100,000 from the 
HOME funds, awarded to the City of San Diego and administered by the Housing Commission, and the 
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City of San Diego’s Affordable Housing Fund (Inclusionary Housing Fee and Housing Impact Fee, also 
known as Linkage Fee), which is administered by the Housing Commission.  A final determination of 
Housing Commission funding sources will be made by the Housing Commission’s Executive Vice 
President & Chief of Staff, or designee, contingent upon budget availability.  The Housing 
Commission’s proposed loan terms are summarized at Attachment 7.   
 
Development Cost Key Performance Indicators 
Housing Commission staff has identified development cost performance indicators which were used to 
evaluate the proposed development and make a funding recommendation.  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 $21,398,744 ÷ 80 units = $267,484 
Housing Commission Subsidy Per Unit   $3,100,000 ÷ 80 units  = $38,750 
Acquisition Cost Per Unit $7,520,000 ÷ 80 units  = $94,000 
Gross Building Square Foot Hard Cost $7,479,274 ÷ 34,563 sq. ft. = $216 
Net Rentable Square Foot Hard Cost $7,479,274 ÷ 16,635 sq. ft. = $450 

 
Project Comparison Chart 
There are multiple factors and variables that influence the cost of developing multifamily affordable rental 
housing, including but not limited to project location, site conditions, environmental factors, land use 
approval process, community involvement, construction type, design requirements/constraints, economies 
of scale, City fees, developer experience and capacity, and the mission and goals of the organization 
developing the project.  For the New Palace acquisition and rehabilitation, there are no recent, projects 
comparable in size and scope of work.   
                            
Developer Fee 
HDP is proposing a $2,500,000 developer fee with $1,212,691 deferred. 
 
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 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 TEFRA 
resolutions must be secured no later than 30 days after application submittal. These actions do not 
obligate the Housing Authority to issue bonds.  The developer plans to submit a bond allocation 
application to CDLAC for its December 2016 bond allocation meeting; however, if necessary, staff will 
submit additional applications to CDLAC to secure a bond allocation for the development.  The 
developer will be seeking a CDLAC bond allocation of up to $14,000,000. The developer proposes to 
issue the bonds through a tax-exempt private 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.  
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The developer proposes that the bonds will be used for acquisition, rehabilitation and permanent 
financing. The Housing Commission staff will later return to both the Housing Commission and 
Housing Authority for approval of the final bond amount. 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 8.  Staff 
recommends assigning Quint & Thimmig L.L.P. as Bond Counsel and the PFM Group as Financial 
Advisor. These proposed financing team members have been selected in accordance with the existing 
policy. Financial Advisors and Bond Counsels are designated on a rotating basis from firms selected 
under the program through a competitive Request for Proposal process. 
 
AFFORDABLE HOUSING IMPACT 
In February 2016, HDP signed a two-year Section 8 Project-Based Housing Vouchers Housing 
Assistance Payment Contract (HAPC) for 79 Project-Based Housing Vouchers provided by the Housing 
Commission and targeted to seniors (age 55 and over) who are homeless.  Under this Project-Based 
Housing Voucher program, the tenant’s rent portion is determined by using the applicable minimum rent 
or a calculated amount based on their income level, whichever is higher, with the remainder federally 
subsidized up to a contract rent level approved by HUD. The Housing Assistance Payment (HAP) 
provides a rental subsidy for qualifying residents under the Project-Based Housing Voucher program.  
After the initial two-year HAP contract expires, the HAP contract will be renewed for a 13-year term.  
New Palace is currently subject to TCAC’s 1992 9 percent tax credits affordability.  Under the proposed 
loan, the development will be subject to a Housing Commission Declaration of Covenants and 
Restrictions in addition to applicable tax credit and bond regulatory agreements that will restrict the 
affordability of 79 units for 55 years.    Housing Commission financing requires affordability of 79 units 
for 55 years. The project’s 79 units will be affordable to tenants with income levels ranging from 30 
percent of Area Median Income (AMI), $17,850 a year for a  one-person household, to 60 percent of 
AMI, $35,700 a year for a one-person household.   
                           
                          Table 5 New Palace Affordability and Monthly Estimated Rent Table 

Affordability Mix Studios/1 Bath Units  (157 to 301 sq. feet) 
 Units Estimated Rent * 
    30% AMI tax credit units 24 $942 
    50% AMI tax credit units 23 $942 
    60% AMI tax credit units 32 $942 
 Manager’s unrestricted unit 1  -- 
Combined Total Units   80  

                       * Based on Section 8 Project Based Rent.   
 
FISCAL CONSIDERATIONS   
The funding sources and uses proposed for approval by this action are included in the Fiscal Year 2017 
Budget. Approving this action will result in the development of 79 affordable rental housing units. 
 
Funding sources approved by this action will be as follows: 

HOME Investment Partnership funds - up to $2,500,000 
Housing Impact Fee/ Linkage Fee funds - up to $100,000 
Inclusionary Housing Fee funds - up to $500,000 
Bond Issuance Fees - $35,000 
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Total Funding Sources - up to $3,135,000 
 
Funding uses approved by this action will be as follows: 

Loans - up to $3,100,000 
Administrative Costs - $35,000 
Total Funding Uses - up to $3,135,000 

 
Approving this action will further grant the Executive Vice President & Chief of Staff, or designee, the 
authority to substitute the above funding sources with other available funding sources so long as the total 
Housing Commission loan amount does not exceed the approved total loan amount, should the 
operational need arise or should such actions be to the benefit of the Housing Commission.  Should this 
occur, funding substitutions will be memorialized in an Informational Report at the next scheduled 
Housing Commission Board meeting.  There are no fiscal impacts to the Housing Commission, the City of 
San Diego, or the Housing Authority associated with the requested bond actions.  Approval of the bond 
inducement and TEFRA resolutions do not commit the Housing Authority to issue bonds.  The bonds will 
not constitute a debt of the City of San Diego.  If bonds are ultimately issued for the project, 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. Neither the 
faith and credit nor the taxing power of the City, nor the faith and credit of the Housing Authority will 
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 .0025 bond amount issuer fee (estimated at $35,000 
with a $14,000,000 bond issue) and the Housing Commission’s annual administrative fee (estimated at 
$10,000) with an estimated $4,497,317 outstanding bonds amount at permanent financing conversion. 
 
Development Schedule  
The estimated development timeline is as follows: 
 
Milestones Estimated Dates 
• Housing Authority for preliminary approval 
• City Council IRS-required TEFRA hearing 
• TCAC 4 percent tax credit application 
• CDLAC bond allocation application 
• CDLAC and TCAC allocation meetings 
• Housing Commission final bond authorization 
• Housing Authority final bond authorization 
• Bond issuance and escrow closing 
• Start of construction work 
• Completion of construction work 

• December 13, 2016 
• December 13, 2016 
• December, 2016 
• December, 2016 
• Estimated March 15, 2017 
• Estimated April 2017 
• Estimated May 2017  
• Estimated June 2017  
• Estimated July 2017 
• Estimated July 2018 

 
PREVIOUS COUNCIL and/or COMMITTEE ACTION 
On December 10, 1990, the San Diego City Council adopted Resolution R-277003 for the Housing 
Commission to administer $250,000 from the City’s Community Development Block Grant (CDBG) funds 
for the Downtown Senior Center’s (DSC) reconstruction of the New Palace Hotel.  The $250,000 was 
originally structured as a loan to DSC.  In 2015 the loan and accrued interest were forgiven.  
 



November 23, 2016  
New Palace - Loan Recommendation and Preliminary Bond Authorization  
Page 9  
 
On October 27, 2016, the Housing Commission’s Real Estate Committee approved a recommendation to 
forward this report to the Housing Commission Board for consideration. 
 
 
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS 
On November 1, 2016, HDP presented the project to the Uptown Community Planning Group.  A 
presentation to the Bankers Hill West Community Group is planned for November 17, 2016. 
 
KEY STAKEHOLDERS and PROJECTED IMPACTS 
Stakeholders for this project include:  the residents of New Palace, HDP as seller/developer, and 
managing member of the borrower HDP New Palace LLC, LISC as the bridge-funds lender, the 
California Housing Finance Agency (CalHFA) as a Special Needs Housing Program (SNHP) lender, the 
County of San Diego as an administrator of the SNHP program, the residents of the Bankers Hill/Park 
West neighborhood, and the Housing Commission as a proposed lender. The property rehabilitation is 
expected to have a positive impact on the community because it will preserve existing affordable 
housing for downtown seniors. 
 
ENVIRONMENTAL REVIEW 
This project’s proposed rehabilitation is categorically exempt from the requirements of the California 
Environmental Quality Act (CEQA) pursuant to Section 15301 of the State CEQA Guidelines because 
the Project is an existing facility and the proposed actions do not involve expansion of the existing use. 
 
This project may be partially funded with federal HOME Investment Partnership program (HOME) 
funds.  A final reservation of HOME funds shall occur only upon satisfactory completion of 
environmental review under the National Environmental Policy Act (NEPA) and after the City’s receipt 
of a release of funds from HUD if applicable. The Housing Commission and the developer agree that the 
provision of any HOME funds to the project is conditioned on the City’s determination to proceed with, 
modify, or cancel the project, based on the results of a subsequent environmental review under NEPA. 
 
HDP Conflict Disclosure Statement: 
HDP’s Board of Directors includes the President and CEO of the Housing Commission, Commissioner 
Gary Gramling, Commissioner Roberta Spoon, and community members.  The current HDP Board 
consists of five members.   CommissionerGramling and Commissioner Spoon, and CEO of the Housing 
Commission, Richard C. Gentry, are each directors and officers of Housing Development Partners, a 
California nonprofit public benefit corporation qualified as an Internal Revenue Code Section 501(c) (3) 
corporation.  Commissioner Gramling, Commissioner Spoon, and CEO Gentry receive no compensation 
for their service on the Housing Development Partners Board of Directors.  Pursuant to the provisions of 
Government Code Sections 1091.5(a) (7) and 1091.5(a) (8), Commissioner Gramling, Commissioner 
Spoon, and CEO Gentry each have a “non-interest” as described in Government Code Section 1091.5.  
Furthermore, none of HDP’s board members has a financial interest in this development that would 
legally preclude their participation under the provisions of Government Code Sections 1090 and/or 
87100, et. seq. because a 501(c) (3) non-profit corporation is not a business entity for the purposes of 
state law and because HDP has been determined to be a public agency by the Ethics Commission for 
local conflict law purposes and/or the Housing Commission’s Conflict of Interest Code.  As members of 
the Board of Commissioners of the Housing Commission, Mr. Gramling and Ms. Spoon are legally 
entitled to vote and be counted for quorum purposes. This disclosure shall be and is hereby documented 
in the official records of the Housing Commission.  Further, HDP may form an affiliated limited 
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partnership or LLC and under such a scenario, HDP will be the managing general partner for its 
affiliated limited partnership or LLC.  The borrower HDP New Palace L.P.’s affiliated managing 
general partner is planned to have the same makeup as the HDP Board and Commissioners Gramling, 
Spoon and CEO Gentry will all have non interests with any affiliated limited partnership or LLC, the 
form of the entity shall be as approved by the General Counsel of the San Diego Housing Commission, 
however.  This disclosure shall be and is hereby documented in the official records of the Housing 
Commission. 
 
Respectfully submitted,    Approved by, 
 

J.P. Correia     Michael Pavco 
 
J.P. Correia      Michael Pavco 
Real Estate Project Manager     Senior Vice President 
Real Estate Division     Real Estate Division 
 
Attachments: 1. Development Summary 

2. Site Maps 
3. Rehabilitation Summary 
4. Organization Chart 
5. Developer Disclosure Statement 
6. Developer’s Pro Forma 
7. Proposed Loan Terms 
8. Multifamily Bond Program Summary 

 
 
 

 
Hard copies are available for review during business hours at the security information desk in the main 
lobby and at the fifth floor reception desk 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  
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ATTACHMENT 1 – DEVELOPMENT SUMMARY 
 
Table 1 –Development Details 

Address 1814 5th Avenue 
Council District 3 
Community Plan Area Bankers Hill/Park West neighborhood of Uptown 

Community Planning Area 
Developer Housing Development Partners (HDP) 
Development Type Acquisition with rehabilitation 
Construction Type Type V, wood frame, stucco construction 
Parking Type There is no on-site parking and no vehicular access. 
Housing Type Multifamily (three-story structure) 
Lot Size .34 acres,  15,000 square feet (rectangular in shape) 
Units 80 (79-units affordable) 
Density 235 dwelling units per acre (80 units ÷ .34 acres) 
Unit Mix 79 affordable studios and one manager’s studio unit 
Gross Building Area 34,563 sq. ft. (including 16,635 sq. ft. residential, 15,688 

sq. ft. common area, and  2,240 sq. ft. commercial space) 
Net Rentable Area 16,635 square feet (apartments total) 

 
Table 2 Development Team Summary 

ROLE/FIRM 
Proposed new owner - HDP New Palace L.P., a California limited partnership 
Limited partnership - Managing Partner – HDP New Palace Management L.L.C. 
                                   Tax Credit Investor – to be selected 
Architect - Studio E Architects 
General contractor - To be selected 
Property manager - SK Management 
Relocation consultant - EPIC Land Solutions Inc. 
Tenant services provider - Serving Seniors 
Construction & permanent lender - To be selected 

 
Table 3 – New Palace Estimated Permanent Sources and Uses  

Financing Sources Amounts Financing Uses Amounts Per Unit 
Permanent loan (multifamily 
mortgage revenue bonds) 

 
$4,702,237 

 
Acquisition:  

 
$7,520,000 

 
$94,000 

Housing Commission proposed loan 3,040,000 Hard costs 7,479,274 93,491 
 
 
California Housing Finance Agency 
(CalHFA) Special Needs Housing 
Program (SNHP) loan 

 
 
 
 

1,400,000 

Architect/Engineering - $  414,189 
Permits & fees -                 100,000 
Third party reports -           167,010  
Other soft costs -           +1,469,209 
Subtotal -                         2,150,408 

  
 
 
 

 2,150,408 

 
 
 
 

28,891  
 Civic San Diego loan 1,960,000 Financing 961,875 12,023 
HDP/Seller’s Note 1,740,739   Bonds and tax credit costs 234,568 2,932 
HDP Deferred Fee 1,105,495 Reserves 488,734 6,109 
Four percent tax credit equity 7,386,388   Developer fee 2,500,000 31,250 
Total Development Cost  $21,334,859 Total Development Cost (TDC) $21,334,859 $266,686 
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Table 4 - Key Performance Indicators 
Development Cost Per Unit $21,334,859 ÷ 80 units = $266,686 
Housing Commission Subsidy Per Unit   $3,040,000 ÷ 80 units  = $38,000 
Acquisition Cost Per Unit $7,520,000 ÷ 80 units  = $94,000 
Gross Building Square Foot Hard Cost $7,479,274 ÷ 34,563 sq. ft. = $216 
Net Rentable Square Foot Hard Cost $7,479,274 ÷ 16,635 sq. ft. = $450 

 
 
                 Table 5 New Palace Affordability and Monthly Estimated Rent Table 

Affordability Mix Studios/1 Bath Units  (157 to 301 sq. feet) 
 Units Estimated Rent * 
 30% AMI tax credit units 24 $942 
 50% AMI tax credit units 23 $942 
 60% AMI tax credit units 32 $942 
 Manager’s unrestricted unit 1  -- 
Combined Total Units   80  

          * Based on Section 8 Project Based Rent.   
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