Item 101

EXECUTIVE SUMMARY

HOUSING COMMISSION
EXECUTIVE SUMMARY SHEET

MEETING DATE: February 9, 2023 HCR23-017
SUBJECT: Cortez Hill Apartments Revised Final Bond Authorization

COUNCIL DISTRICT(S): 3

ORIGINATING DEPARTMENT: Real Estate Division

CONTACT/PHONE NUMBER: Colin Miller (619) 578-7429

REQUESTED ACTION:

Authorize an increase of $1,930,500 in the previously authorized maximum amount of tax-exempt
Multifamily Housing Revenue Bonds by $1,930,500 from $19,305,000 to $21,235,500 to fund Beech
Street Housing Associates LP’s acquisition and new construction of Cortez Hill Apartments. Cortez Hill
Apartments is a new affordable rental housing development at 915 Beech Street in the Cortez Hill
neighborhood in downtown San Diego, which will consist of 87 units that will remain affordable for 55
years for people experiencing chronic homelessness or with low income and selected from the San
Diego Housing Commission’s Project-Based Housing VVouchers (PBV) waiting list, with income
between 30 percent and 40 percent of the San Diego Area Median Income (AMI), and one unrestricted
manager unit.

EXECUTIVE SUMMARY OF KEY FACTORS:

o Cortez Hill Apartments will consist of 87 affordable rental housing units (79 one-bedroom units and
eight two-bedroom units) and one two-bedroom manager’s unit.

e Fourteen of the units are for households experiencing chronic homelessness with income up to 30%
of San Diego’s Area Median Income (AMI). The remaining units will serve households with income
of 30% to 40% of AMI.

e On October 13, 2022, and November 15, 2022, the Housing Commission Board (Report No.
HCR22-111) and the Housing Authority (Report No. HAR22-028; Resolution No. HA-1966),
respectively, approved the issuance of tax-exempt Multifamily Housing Revenue Bonds in_the
aggregate amount not to exceed $19,305,000 and a taxable bond in an amount not to exceed
$13,000,000 to finance the acquisition and new construction of Cortez Hill.

e On December 9, 2022, the developer requested that the Housing Commission approve a $1,930,500
increase in the California Debt Limit Allocation Committee tax-exempt Multifamily Housing
Revenue Bonds allocation—from $19,305,000 to $21,235,500—due to inflation in the cost of
construction materials and the changing market conditions that have resulted in significant interest
rate increases.

e The increase of $1,930,500 in tax-exempt bonds is offset by a decrease in the same amount of
taxable bonds, causing the total taxable bonds to decrease from $13,000,000 to $11,069,500.
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SUBJECT: Cortez Hill Apartments Revised Final Bond Authorization
COUNCIL DISTRICT: 3

REQUESTED ACTION

Authorize an increase of $1,930,500 in the previously authorized maximum amount of tax-exempt
Multifamily Housing Revenue Bonds by $1,930,500 from $19,305,000 to $21,235,500 to fund Beech
Street Housing Associates LP’s acquisition and new construction of Cortez Hill Apartments. Cortez
Hill Apartments is a new affordable rental housing development at 915 Beech Street in the Cortez Hill
neighborhood in downtown San Diego, which will consist of 87 units that will remain affordable for 55
years for people experiencing chronic homelessness or with low income and selected from the San
Diego Housing Commission’s Project-Based Housing Vouchers (PBV) waiting list, with income
between 30 percent and 40 percent of the San Diego Area Median Income (AMI), and one unrestricted
manager unit.

STAFF RECOMMENDATION

That the San Diego Housing Commission (Housing Commission) Board of Commissioners (Board)
take the following actions and recommend that the Housing Authority of the City of San Diego
(Housing Authority) take the following actions:

Housing Commission Board
1) Authorize an increase of $1,930,500 in the previously authorized maximum amount of tax-exempt

Multifamily Housing Revenue Bonds, from $19,305,000 to $21,235,500 to fund Beech Street
Housing Associates LP’s construction of Cortez Hill Apartments (Cortez Hill). Cortez Hill is a
new affordable rental housing development at 915 Beech Street, which will consist of 87 units
that will remain affordable for 55 years for people with low income, selected from the Housing
Commission’s Project-Based Housing Vouchers (PBV) waiting list for those earning between 30
percent and 40 percent of the San Diego Area Median Income (AMI), and one unrestricted
manager unit.

Housing Authority
1) Authorize an increase of $1,930,500 in the previously authorized maximum amount of tax-exempt
Multifamily Housing Revenue Bonds, from $19,305,000 to $21,235,500 to fund Beech Street
Housing Associates LP’s construction of Cortez Hill Apartments (Cortez Hill). Cortez Hill is a
new affordable rental housing development at 915 Beech Street in the Cortez Hill neighborhood
in downtown San Diego, which will consist of 87 units that will remain affordable for 55 years for
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people experiencing chronic homelessness or with low income and selected from the Housing
Commission’s Project-Based Housing Vouchers (PBV) waiting list, with income between 30
percent and 40 percent of the San Diego Area Median Income (AMI), and one unrestricted
manager unit.

2) Authorize the Designated Officers identified in Resolution No. HA-1966 adopted by the Housing
Authority on November 15, 2022, which approved the original maximum amount of bonds for
Cortez Hill to execute any and all documents that are necessary to effectuate the transaction and
implement these approvals in a form approved by the General Counsel of the Housing Authority
and of the Housing Commission and the Bond Counsel, and to take such actions as are necessary,
convenient, and/or appropriate to implement these approvals upon advice of the General Counsel
and/or the Bond Counsel. Housing Commission staff will notify the Housing Authority and the
City Attorney’s Office about any subsequent amendments or modifications to the transaction, and
other required documents, including amendments to any documents.

SUMMARY
Table 1 —Development Details

Address 915 Beech Street (formerly 1449 Ninth Avenue), San Diego

Council District 3

Community Plan Area Cortez Hill Active Residents Group (CHARG)

Developer Community HousingWorks (CHW)

Development Type New construction

Construction Type 5 story Type 1A and VA

Parking Type No parking. The site is in a Transit Priority Area, which allows for a zero
minimum parking space requirement for residential buildings.

Mass Transit The closest bus stop is at 10" Avenue and A Street, 0.2 miles from the
subject site. The Fifth Avenue trolley stop is 0.5 miles from the site.

Housing Type Permanent supportive housing for 14 very low- and low-income
individuals experiencing chronic homelessness within the City of San
Diego and affordable housing for households with very-low or extremely
low income.

Accessibility 'Wheelchair accessibility in 10 percent of the units, and 4 percent of the
units accessible to residents with visual and/or hearing impairment.

Lot Size 41 acres, 17,651 square feet.

Units 88 (87 affordable units and one manager’s unit)

Density 214.63 dwelling units per acre (88 units +~ 0.41 acres)

Unit Mix 79 one-bedroom units, 8 two-bedroom units and one unrestricted manager’s

two-bedroom unit.

Gross Building Area 54,711 square feet

Net Rentable Area 48,177 square feet

Project Based Housing |87 PBVs:

Vouchers (PBV) a. 14 permanent supportive housing (PSH) vouchers for households

experiencing chronic homelessness with income at or below 30
percent of AMI, and
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b. 73 vouchers for households with income at 30 percent and 40
percent of AMI, who are not experiencing homelessness and will
be selected from the Housing Commission’s PBV waiting list.

Affordable Units in Council District 3 includes 8,317 affordable rental housing units currently
Service by Council in service, which represents 33 percent of the 24,899 affordable rental
District housing units in service citywide.

Developer’s Revised Request

In response to the Housing Commission’s Fiscal Year (FY) 2021 Notice of Funding Availability
(NOFA), Community HousingWorks (CHW) submitted an application for a loan and federal Project-
Based Housing Vouchers (PBV) for the Cortez Hill development.

On July 9, 2021, the Housing Commission Board (Report No. HCR21-042) approved taking
preliminary steps to authorize the issuance of up to $24,600,000 in tax-exempt Multifamily Housing
Revenue Bonds and approved a Housing Commission residual receipts loan up to $5,000,000 to finance
the new construction of Cortez Hill. \

On June 15, 2022, CDLAC approved a $19,305,000 tax-exempt bond allocation, and the California Tax
Credit Allocation Committee (CTCAC) approved a 4 percent tax credits allocation.

On October 13, 2022, and November 15, 2022, the Housing Commission Board (Report No. HCR22-
111) and the Housing Authority (Report No. HAR22-028; Resolution No. HA-1966), respectively,
approved the issuance of tax-exempt Multifamily Housing Revenue Bonds in_the aggregate amount not
to exceed $19,305,000 and a taxable bond in an amount not to exceed $13,000,000 to finance the
acquisition and new construction of Cortez Hill.

On October 13, 2022, the Housing Commission Board also held a duly noticed Tax Equity and Fiscal
Responsibility Act (TEFRA) public hearing pursuant to section 147(f) of the Internal Revenue Code of
1986 (Code). The published notice stated the maximum principal amount of the proposed tax-exempt
bonds for the project as $19,305,000. On November 15, 2022, the City Council approved the issuance
of tax-exempt Multifamily Housing Revenue Bonds pursuant to section 147(f) of the Code in an
aggregate amount not to exceed $19,305,000.

On December 9, 2022, the developer requested that:

a) The Housing Commission approve a $1,930,500 increase in the CDLAC tax-exempt
Multifamily Housing Revenue Bonds allocation. This would increase the tax-exempt bond total
from $19,305,000 to $21,235,500 for Cortez Hill Apartments. CHW reports that this
supplemental request is being made due to inflation in the cost of construction materials and the
changing market conditions that have resulted in significant interest rate increases. The increase
in the tax-exempt amount is needed to allow the project to continue to qualify for the receipt of
4% federal tax credits. The request is a 10 percent increase to the original tax-exempt bond
allocation request, which CDLAC can approve administratively. The project is targeting to start
construction by March 2023.

b) As an offset to the increase in tax-exempt bonds, CHW is also requesting a $1,930,500 decrease
of the approved taxable bonds from $13,000,000 to $11,069,500. Section 1.147(f)-1(f)(6) of the
TEFRA regulations treats a deviation between the maximum principal amount of a proposed



February 2, 2023
Cortez Hill Apartments Supplemental Bond Request and Revised Final Bond Authorization
Page 4

issuance of tax-exempt bonds as stated in the TEFRA notice and approval, and the actual
principal amount of tax-exempt bonds issued and used to finance a project, to be an
“insubstantial deviation” that does not cause the issue to fail to meet the TEFRA requirements.
Accordingly, the requested $1,930,500 increase in the amount of tax-exempt Multifamily
Housing Revenue Bonds (a 10% increase to the originally approved $19,305,000) would not
require an additional TEFRA hearing or approval.

Background
The site of the proposed development previously was the location of a 48-unit interim shelter for

families experiencing homelessness. The shelter was known as the Cortez Hill Family Center at 1449
Ninth Avenue (Attachment 1- Map) in the Cortez Hill neighborhood in central San Diego. San Diego
Y WCA operated the shelter for close to 20 years until it surrendered its contract for shelter operations
during the Housing Commission’s Fiscal Year 2019. On November 30, 2018, the Housing Commission
Board of Commissioners authorized a contract with Alpha Project to operate the interim housing
program for families. Maintenance had been deferred at the property, which impacted continued
operations at the site and the number of families it could accommodate. In March 2020, at the onset of
the COVID-19 pandemic, the program moved the families it was serving out of the property to local
hotels. On May 19, 2020, the San Diego City Council declared the building at 1449 Ninth Avenue to be
surplus land (Resolution No. R-313039). On October 20, 2020, the City Council authorized the City to
sell the building at 1449 Ninth Avenue to Community HousingWorks (Resolution No. R-313266).

CHW has demolished the existing building and plans to develop new affordable housing on the site
once bonds are issued in March 2023.

The Development

The new construction project will be called Cortez Hill Apartments (Cortez Hill) and will consist of 88
units. The development will be within one five-story building. Distributed within the building will be
87 housing units with federal Project-Based Housing Vouchers the Housing Commission awarded to
help pay rent for 14 households experiencing chronic homelessness with income up to 30 percent of
AMI and 73 households not experiencing homelessness with income of 30 percent to 40 percent of
AMI, residing within the City of San Diego. The proposed development site consists of a single .41-
acre parcel at 915 Beech Street (formerly called 1449 Ninth Avenue) in the Cortez Hill neighborhood
of San Diego. The land is owned by the City of San Diego.

The building was part of a public disposition, for which CHW was the only respondent. CHW offered
the purchase price based on existing debt. Cortez Hill Apartments will be a new construction,
affordable rental housing development that will include a total of 88 apartments on grade within a five-
story wood-frame building.

The project design will incorporate space for case management and resident services as well as property
management. The development will consist of 79 one-bedroom units, eight two-bedroom units and one
two-bedroom manager’s unit. Integrated within the community will be 14 units (15 percent) reserved
for households experiencing chronic homelessness with income up to 30 percent of AMI, who will be
identified by referrals through the Coordinated Entry System (CES). The remaining 73 restricted units
will serve households earning 30 percent to 40 percent of AMI. These 73 households will be selected
from the Housing Commission’s Project-Based Housing Vouchers waiting list.
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The site is within a Transit Priority Area, which allows for zero parking spaces for residential buildings.
Residents are anticipated to utilize the numerous bus and trolley options located within walking
distance of the site. In addition, by limiting parking, the development can avoid a costly podium design,
which yields a more financially competitive project, focused on cost containment.

The Property
The property is close to neighborhood amenities, including grocery stores and a drug store/pharmacy

within Y- to ¥4-mile from the site. The site is a short walk from the Tweet Street Linear Park (800 feet
to the north) and Balboa Park. Public transportation options include the Fifth Avenue Trolley Station
(Orange and Blue Lines), 10th Avenue and A Street bus stop (110, 280, 290 buses) and the Fifth
Avenue and Beech bus stop (No. 3 bus), which results in strong accessibility to the greater city and
county.

The site is bordered on the south by a small, 12-unit apartment complex as well as the 137-unit Aria
condominiums building. To the north, across Beech Street, are two smaller rental buildings and a
single-room occupancy (SRO) hotel. To the west, kitty-corner to the subject site, are the Discovery at
Cortez Hill condominiums. The eastern boundary of the site abuts the Highway 163 off-ramp.

Housing First
The project will serve 14 households experiencing chronic homelessness within the City of San Diego.

People Assisting the Homeless (PATH), as the lead service provider, will be responsible for providing
case management services to the 14 permanent supportive housing (PSH) units and providing resident
services to the 73 affordable units. Appropriate services and/or referrals will be provided for all
residents, including non-PSH units. The target population for the affordable units will be individuals
and families earning 30 percent to 40 percent of AMI. The 14 units serving individuals experiencing
chronic homelessness will be provided with their own full-time case manager to provide intensive case
management services. The case manager will provide linkages and transportation to appropriate on- and
off-site employment, mental/physical, substance abuse and crisis care, as needed and requested by
residents of the 14 units. An on-site, part-time Activity Coordinator will provide general resident
services to all units of the property, including the PSH units. The Activity Coordinator will conduct a
needs assessment and create a guide for residents needing referral to other resources. Activities will
include community building events, education and skill-building classes, and health and wellness
workshops/events. The development is supported by HOUSING FIRST — SAN DIEGO, the Housing
Commission’s homelessness action plan. This action plan is rooted in the national “Housing First”
model of addressing homelessness, which focuses on providing appropriate housing options as quickly
as possible, with as few requirements or conditions as possible, and access to supportive services, as
needed.

The Housing Commission has partnered with the Regional Task Force on Homelessness to enable
homeless service providers in the City of San Diego (City) to participate in a Coordinated Entry System
(CES) and utilize a single regional data management repository, the Homeless Management
Information System (HMIS). Organizations serving individuals and families experiencing homelessness
in the region share this single system, which enables more efficient delivery of housing and critical
services to San Diegans experiencing homelessness. The database allows homeless housing providers to
screen individuals experiencing homelessness for the most appropriate housing options based on who is
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most in need. The developer and service provider will participate in the CES and maintain client data in
the HMIS as required by the Housing Commission.

Tenant Supportive Services

All residents will have access to a range of organized community activities, including social events and
celebrations, health and wellness classes, and financial education. PATH will provide resident services
for all of the affordable units. Case management will be provided for the 14 tenants who experienced
chronic homelessness.

Prevailing Wages

Cortez Hill’s proposed use of 87 U.S. Department of Housing and Urban Development Project-Based
Housing Vouchers, administered by the Housing Commission, will require the project to pay prevailing
wages. The proposed development is not subject to payment of California State prevailing wages as
there are no State funds currently budgeted for the project.

Appraisal
On October 12, 2020, before the property was sold by the City to CHW, it was appraised by Rasmuson

Appraisal Services at $11,593. This valuation took into consideration that the property was subject to
covenants, conditions, and restrictions (CC&Rs), including the requirement that 44 of the units be
rented to families experiencing homelessness based on maximum income levels at 30 percent of the
AMI. The project was required to be operated as a transitional housing facility, and demolition of the
improvements was not allowed based on existing restrictions. The income restrictions continue to run
with the land for 55 years from December 2003. The appraised value was based on the special
assumption that the existing rent and occupancy restrictions for at least 44 units would remain in place
until their expiration in 2058. The valuation also assumed that the existing restrictions could be altered
to allow for the site to be demolished and redeveloped. Additionally, when arriving at this valuation the
appraiser took into consideration the cost of the demolition and work required to bring the site to a
developable level, along with the existing income restrictions that encumbered the parcel.

The appraisal determined that the highest and best use of the property is development of a site with an
apartment project that would include 44 rent- and occupancy-restricted units per the CC&Rs.
“Continued use of the existing improvements may require significant capital improvements to bring the
project up to rentable standards. Operation of the facility would require a public subsidy since it has
very limited rent earning potential given the rent, occupancy, and use restrictions.” The proposed
purchase price matched the existing trust deed amount encumbering the subject property and was to pay
off this debt. The property was marketed for sale, and the City received only the letter of intent from
CHW in response. The City agreed to amend the transitional housing requirement as part of the sale. In
a letter dated March 22, 2021, the Housing Commission stated that “upon the closing of the San Diego
Housing Commission’s loan to Community Housing Works, then Housing Commission will: (i) amend
its existing deed of trust to allow demolition of the existing improvements and construction of the new
project; and (ii) replace the Declaration with a new Declaration with affordability levels as set forth in
the table below or as otherwise approved by the President and CEO of the San Diego Housing
Commission.” This aligns with Table 6 of this report and exceeds the original 44 units at 30 percent of
AML
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Relocation
The property is vacant, and no relocation is necessary.

Accessibility
CTCAC requires wheelchair accessibility in 10 percent of the units. An additional 4 percent of the units

are required to have communication features for residents with visual and/or hearing impairment.

The same units can satisfy both of these accessibility requirements. The Cortez Hill units will be
accessible in accordance with the Americans with Disabilities Act. f HOME Investment Partnerships
Program funds are used to fund the development, these accessible units will satisfy the HOME
accessibility requirement in 5 percent of the units, plus an additional 2 percent of the units will be
accessible for residents with visual and/or hearing impairment.

Project Sustainability

Cortez Hill will be built as Green Point Rated with an anticipated Gold Rating standard. Green Point is
a program of Build It Green, a nonprofit organization promoting healthy energy- and resource-efficient
buildings in California. Cortez Hill’s sustainable features will include Energy Star-rated efficient
appliances, use of Low Volatile Organic Compound (VOC) paints and stains for interior surfaces, high-
efficiency heating and cooling, energy-efficient windows, and low-energy lighting. Water conservation
will be promoted via drought-tolerant landscaping and low-flow water fixtures and toilets.

Development Team

The development team will be led by CHW, an award winning 501(c)(3) nonprofit. CHW was formed
in 2002 by the merger of Community Housing of North County and San Diego Neighborhood Housing
Services. CHW has won many national, statewide, and regional awards for development excellence.
CHW is a provider of multiple social services. CHW’s mission is to revitalize neighborhoods through
the creation of affordable housing with services for residents. CHW serves more than 9,000 families
through its ownership of more than 3,670 apartments in 42 communities statewide. CHW has
developed several affordable housing developments utilizing Housing Commission loans. CHW is in
full compliance on its previous Housing Commission-funded loans.

Based upon the developer’s past experience and performance, Housing Commission staff has
determined that CHW has the capacity to successfully complete the proposed project. The proposed
borrower will be Beech Street Housing Associates LP, which will include CHW Beech Street, LLC, as
its General Partner, with the nonprofit CHW as the sole member/manager, and Raymond James
California Housing Opportunities Fund 12 LLC as the credit investor limited partner (Attachment 2 -
Organization Chart).

Table 2 Development Team Summary

ROLE FIRM/CONTACT
Developer CHW
Owner/Borrower Beech Street Housing Associates LP
Managing General Partner CHW Beech Street LLC
Tax Credit Investor Limited Partner | Raymond James California Opportunities Fund 12
LLC
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Architect
General Contractor

Steve Dalton Architects
Highland Construction Services

Property Management ConAm Management Corporation

Construction and Permanent Lender | Banner Bank

Tenant Services Provider

People Assisting The Homeless (PATH)

Property Management

Cortez Hill will be managed by ConAm Management Corporation (ConAm). Established in 1975,
ConAm is a nationwide management company, based in San Diego, with a management portfolio of

approximately 53,000 units in more than 26 metropolitan areas. It is experienced in property

management, marketing, maintenance, renovations and tax credit developments. ConAm manages
3,111 units for CHW. CHW’s Asset Management Department will oversee ConAm.

FINANCING STRUCTURE

Cortez Hill has an estimated total development cost of $41,221,136 ($468,422 per unit). Financing will
include a combination of sources as described in Table 3. The developer’s pro forma is included as
Attachment 3 and summarized below.

Table 3 — Cortez Hill Estimated Permanent Sources and Uses

Permanent Financing Sources Amounts Permanent Financing Uses Amounts Per Unit
Land
Tax-exempt permanent Bond $16,568,000 $44,843 $510
Construction Costs $26,790,243
San Diego Housing Commission Contingency +1,339,512
Loan 5,000,000 28,129,755 | 319,656
Total construction 28,129,755
HC Loan Accrued deferred interest 224,421 | Financing costs 4,967,490 56,449
City of San Diego PLHA Loan 1,400,000 | Other soft costs 2,250,152 25,570
City Loan accrued deferred interest 52,559 | Developer fee 5,235,809 59,497
Deferred developer fee 1,500,000 | Local permits and fees 1,339,897 15,226
4 percent tax credit equity 18,158,068 | Architect & Engineering 1,388,477 15,778
General Partner developer fee 1,235,809 | Soft costs contingency 240,000 2,727
Operating Reserve $516,033
542,433 6,164
Replacement Reserve $26,400
Total Development Cost $44,138,857 | Total Development Cost (TDC) $44,138,857 | $501,576

The Housing Commission’s residual receipts loan will be funded with $1,816,000 from HOME

Investment Partnerships program (HOME) funds, awarded by HUD to the City of San Diego and
administered by the Housing Commission; $1,684,000 from the City of San Diego Housing Trust Fund,
which the Housing Commission administers; and $1,500,000 from California Department of Housing
and Community Development’s Local Housing Trust Fund. The total amount of funding sources shall
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not exceed the Housing Commission approved amount of $5,000,000. A final determination of Housing
Commission funding sources will be made by the Housing Commission’s President & CEO, or
designee, contingent upon budget availability.

The Housing Commission requires affordable housing developers to pursue all viable sources of
funding to reduce the financing gap and amount of Housing Commission subsidy required. If other
funding is secured, proceeds will first be used to make an adjustment to reduce the Housing
Commission’s loan.

Developer’s Fee

$5,235,809 — Gross developer fee

-1,500,000 — Deferred developer fee
3,735,809 - Subtotal

- 1,235,809 — Recontributed developer’s fee

$2,500,000 — Cash developer fee

On April 25, 2017, the Housing Authority approved the “Request for Approval of Updated Developer
Fees” (Report No. HAR17-011; Resolution No. HA-1727). That report approved certain developer fee
guidelines for multifamily loans and bonds issuances. Attachment 1 to that report stated: “Developer
Fee [for] 4% tax credits, in project costs: 15% eligible basis....” The proposed developer fee complies
with the HAR17-011 “Request for Approval of Updated Developer Fees” guidelines approved by the
Housing Authority on April 25, 2017.

Development Cost Key Performance Indicators

Housing Commission staff has identified development cost performance indicators that were used to
evaluate the proposed development and make a funding recommendation. The key performance
indicators listed in Table 4 are commonly used by industry professionals and affordable housing
developers.

Table 4 - Key Performance Indicators

Development Cost Per Unit ' $44’1?’8’f37 $501,576
+ 88 units =
Housing Commission Subsidy Per Unit $5,000,000 - 88 units = $56,818
Land Cost Per Unit . $44;843 $510
+ 88 units =
ildi $28,129,755 $514
Gross Building Square Foot Hard Cost 54711 sq. ft.—
$28,129,755 $584
Net Rentable Square Foot Hard Cost +48.177 sq. ft. —

Project Comparison Chart

Multiple factors and variables influence the cost of developing multifamily affordable 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. Similar construction-type developments (completed or approved) over recent
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years are listed in Table 5. These developments are similar in terms of new construction, target
population, and construction type and are provided as a comparison to the subject development.

Table 5 - Comparable Development Projects

New Construction Total Development Cost Cost Per HC Subsidy Gross Hard
Project Name Year Units Unit Per Unit Cost Per Sq. Ft.
Proposed Subject — $44,138,657
Cortez Hill 2023 88 $501,576 $56,818 $514
(with prevailing wage)

Southwest Village 2021 81 $40,314,147 $497,706 $0 $367
(with prev. wage)

Nestor Senior Village | 2021 74 $31,510,305 $425,815 $45,000 $363
(with prev. wage)

TAX EXEMPT AND TAXABLE MULTIFAMILY HOUSING REVENUE BONDS

Proposed Housing Bonds Financing

The Housing Commission utilizes the Housing Authority’s tax-exempt borrowing status to pass on
lower interest rate financing (and make 4 percent low-income housing 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. On July 9, 2021, prior to submitting an
application to CDLAC, the proposed development was presented to the Housing Commission. A bond
inducement resolution was obtained prior to the application submittal to CDLAC in the amount up to
$24,600,000. On March 16, 2022, an application was submitted to CDLAC for a bond allocation of
$19,305,000. On June 15, 2022, CDLAC approved the $19,305,000 bond allocation, and CTCAC
approved an allocation of 4 percent tax credits. On October 13, 2022, and November 15, 2022, the
Housing Commission Board (Report No. HCR22-111) and the Housing Authority (Report No. HAR22-
028; Resolution No. HA-1966), respectively, approved the issuance of tax-exempt Multifamily Housing
Revenue Bonds in_the aggregate amount not to exceed $19,305,000 and a taxable bond in an amount
not to exceed $13,000,000 to finance the acquisition and new construction of Cortez Hill.

Due to increased construction costs and higher interest rates, the project would benefit from additional
tax-exempt Multifamily Housing Revenue Bonds. As a result, the developer has requested that the
Housing Commission file another application to CDLAC for a supplemental allocation of $1,930,500,
which can be approved administratively by the CDLAC Executive Director. Assuming the receipt of
such Supplemental Allocation, the developer proposes that the Housing Authority approve an increase
of the tax-exempt bonds in the amount of $1,930,500 from $19,305,000 to $21,235,500. This increase
of $1,930,500 in tax-exempt bonds is offset by a decrease in the same amount of taxable bonds, causing
the total taxable bonds to decrease from $13,000,000 to $11,069,500. The developer also proposes to
utilize the same form of Bond documents approved by the Housing Authority last November — in
essence only changing the authorized tax-exempt and taxable bond amounts as described above.

The financing amount that will ultimately be set will be based upon development costs, revenues and
interest rates prevailing at the time of the bonds issuance. The financing proceeds will be used for both
construction financing and permanent financing. Attachment 4 provides 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.



February 2, 2023
Cortez Hill Apartments Supplemental Bond Request and Revised Final Bond Authorization
Page 11

Public Disclosure and Bond Authorization

The tax-exempt debt will be issued in the form of a bond (issuance Series 2023 A-1) and will be sold
through a direct purchase by Banner Bank. The taxable debt will be in the form of a bond (issuance
Series 2023 A-2) which will also be purchased by Banner Bank.

Banner Bank is a “qualified institutional buyer” within the meaning of the U.S. securities laws. At
closing, Banner Bank will sign an “Investor’s Letter” certifying, among other things, that it is buying
each of the Series 2023 A-1 Bonds and Series 2023 A-2 Bonds, as the case may be, for its own account
and not for public distribution. Because such Series 2023 A-1 Bonds and Series 2023 A-2 Bonds are
being sold through a private placement, an Official Statement will not be used. In addition, the Series
2023 A-1 Bonds and Series 2023 A-2 Bonds will be neither subject to continuing disclosure
requirements, nor credit enhanced, nor rated.

Transfer of the bonds to any subsequent bondholder will comply with Housing Commission policy
number PO300.301. Moreover, any subsequent bondholder would be required to represent to the
Housing Authority that they are a qualified institutional buyer or accredited investor who is buying the
bonds for investment purposes and not for resale, and that they have made do investigation of any
material information necessary in connection with the purchase of the bonds.

The following documents will be executed on behalf of the Housing Authority: Indenture, Loan
Agreement, Assignment of Deed of Trust, Regulatory Agreement, and other loan documents. At the
time of docketing, bond documents in substantially final form will be presented to members of the
Housing Authority. Any changes to the documents following Housing Authority approval require the
consent of the City Attorney’s Office and Bond Counsel. The bonds will be issued pursuant to an
Indenture between the Housing Authority and US Bank as the Trustee. Based upon instructions
contained in the Indenture, or similar document, the Trustee will disburse bond proceeds for eligible
costs, collect project revenues and make payments to the bondholder. Under the terms of the Loan
Agreement, the Housing Authority will loan the proceeds of the bonds to the borrower in order to
develop the project. The Loan Agreement sets out the terms of repayment and the security for the loan,
and the Housing Authority assigns its rights to receive repayments under the loan to the Trustee. An
Assignment of Deed of Trust and other Loan Documents, which assigns the Housing Authority’s rights
and responsibilities as the bond issuer to the Trustee, will be signed by the Housing Authority and the
Trustee. Rights and responsibilities that are assigned to the Trustee 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 the Trustee to protect its financial
interests. A Regulatory Agreement will be recorded against the property 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.

Financial Advisor’s Recommendation

Jones Hall is the Bond Counsel and Ross Financial is the Bond Financial Advisor to work on the tax-
exempt bond’s issuance. 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 should proceed
with the bond issuance. The Financial Advisor’s analysis and recommendation is included as
Attachment 5.
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AFFORDABLE HOUSING IMPACT
Project-Based Housing Vouchers (PBV)
The Housing Commission has provided a preliminary award recommendation of:

a) 73 PBVs for Cortez Hill, which are for low-income households with income up to 30 and 40
percent of AMI, who are not experiencing homelessness and are selected from the Housing
Commission’s PBV waiting list; and

b) 14 PSH PBVs for Cortez Hill, which are for households experiencing chronic homelessness
with income up to 30 percent of AMI, selected via the Coordinated Entry System.

The recommendation for these 87 vouchers is contingent upon completion of a subsidy layering review
and execution of an Agreement to Enter into Housing Assistance Payment (AHAP) and verification of
services. The subsidy layering review was completed by CTCAC in 2022, however, the AHAP is
scheduled to be executed at time of bond issuance in March 2023 and after all other HUD and PBV
compliance requirements are met. Under the PBV 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 being federally subsidized up to the applicable payment standard approved
by the Housing Commission. The Housing Assistance Payment provides a rental subsidy for residents
in Cortez Hill’s 87 voucher-assisted units.

The execution of an Agreement to Enter into Housing Assistance Payments (AHAP) is contingent upon
HUD approval . The developer and the Housing Commission are seeking a waiver from HUD to allow
the Housing Commission to sign an AHAP for 87 PBVs at the Cortez Hill Apartments as regulations
otherwise would prevent this, because the developer commenced demolished prior to the execution of
the AHAP. Should a waiver not be obtained, and HUD disallow the issuance of PBVs, the project may
be adversely impacted. The Housing Commission and CHW expect to receive notification from HUD
regarding status of approval in February 2023.

Affordability
The Cortez Hill development will be subject to applicable tax credit and bond regulatory agreements,

which will restrict affordability of 87 units for 55 years. The rent and occupancy restrictions required by
CTCAC will be applicable.

Table 6 — Affordability and Monthly Estimated Rent Table

CTCAC

Unit Type AMI Units | Gross Rents

One bedrooms units 30% ($31,250/year for 50 $732
two-person household)

One bedroom units 40% ($41,650/year for 29 $976
two-person household)

Subtotal One Bedroom Units -~ 79 -~

Two bedroom units 30% ($35,150/year for 4 $878
three-person household)

Two bedroom units 40% ($46,850/year for 4 $1,171
three-person household)

Subtotal Two Bedroom Units -- 8 --
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Subtotal Affordable Residential Units -- 87 --
Manager’s two bedrooms unit -- 1 --
Total Units -- 88 --

FISCAL CONSIDERATIONS

The funding sources and uses proposed by this action are included in the Housing Authority-approved
Fiscal Year (FY) 2023 Housing Commission Budget.

Funding Sources

Bond Issuer Fee:

$ 53,089 Tax-exempt bond ($21,235,500 amount X .0025 = $53,089)
+ 27,674 Taxable bond ($11,069,500 X 0.0025 = $27,674)

$ 80,763 Total Issuer Fee

Total Funding Sources — up to $80,763

Funding Uses
Administrative costs: $80,763

Total Funding Uses: up to $80,763

The tax-exempt bonds and the taxable bonds will not constitute a debt of the City of San Diego. If the
tax-exempt bonds and the taxable bonds are ultimately issued for the project, the tax-exempt bonds and
the taxable bonds will not financially obligate the City, the Housing Authority, nor the Housing
Commission because security for the repayment of the tax-exempt bonds and the taxable bonds will be
limited to specific project-related 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 tax
exempt bonds and the taxable bonds. The developer is responsible for the payment of all costs under the
financing, including the Housing Commission’s issuer fee, annual bond administration fee, as well as
the Housing Commission’s Bond Counsel fee and Financial Advisor’s fee.

The Housing Commission will have an option to purchase the development at the end of the 15-year tax
credit compliance period.

Development Schedule
The estimated development timeline is as follows:

Milestones Estimated Dates

e Housing Authority Approval of Supplemental Bond Allocation e March 2023
and Revised Bond Issuance

e Estimated bond issuance & close of escrow e March 2023March2023

e Estimated start of construction work e December 2024

e Estimated completion of construction work

HOUSING COMMISSION STRATEGIC PLAN
This item relates to Strategic Priority Area No. 1 in the Housing Commission Strategic Plan for Fiscal
Year (FY) 2022-2024: Increasing and Preserving Housing Solutions.
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EQUAL OPPORTUNITY CONTRACTING AND EQUITY ASSURANCE

Community HousingWorks has stated it is committed to equity and inclusion as both an employer and a
service provider. The Housing Commission included a requirement in the NOFA for prospective
applicants to include a narrative and specific example of activities and initiatives that support equity
assurance. Community HousingWorks demonstrates a commitment to advancing racial equity and
inclusion through project design and operational policies, throughout the proposed project timeline.

PREVIOUS COUNCIL and/or COMMITTEE ACTION

On May 19, 2020, the San Diego City Council declared the building at 1449 Ninth Avenue to be
surplus land (Resolution No. R-313039). On October 20, 2020, the City Council authorized the City to
sell the building at 1449 Ninth Avenue to Community HousingWorks (Resolution No. R-313266).

On November 15, 2022, the Housing Authority of the City of San Diego authorized the issuance of
tax-exempt Multifamily Housing Revenue Bonds in an aggregate amount not to exceed $19,305,000
and taxable bonds in an amount not to exceed $13,000,000 to fund Beech Street Housing Associates
LP’s acquisition and construction of the Cortez Hill Apartments (Report No. HAR22-028; Resolution
No. HA-1966).

COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS

An informational-only initial design concept was provided to the local neighborhood group Cortez Hill
Active Resident Group (CHARG) on October 26, 2020, and again on February 22, 2021. On July 25,
2022, CHW presented to CHARG an update on project timing, schedule, and construction expectations.
The developer made a presentation to the Downtown San Diego Partnership on March 11, 2021, the
Downtown Residents Group on March 15, 2021, and the Downtown Planning Group on March 17,
2021.

KEY STAKEHOLDERS & PROJECTED IMPACTS

Stakeholders include Community HousingWorks as the developer, the Housing Authority as bond
issuer, Civic San Diego as a lender, and the Cortez Hill neighborhood. The Cortez Hill development is
anticipated to have a positive impact on the community, as it will contribute to the quality of the
surrounding neighborhood and create 14 new affordable rental homes for people experiencing chronic
homelessness and 73 new affordable homes for people with very low income.

STATEMENT for PUBLIC DISCLOSURE
The developer’s Disclosure Statement is at Attachment 6.

ENVIRONMENTAL REVIEW

California Environmental Quality Act

Development within the Downtown Community Planning area is covered under the following
documents, all referred to as the "Downtown FEIR": Final Environmental Impact Report (FEIR) for the
San Diego Downtown Community Plan, Centre City Planned District Ordinance, and 10th Amendment
to the Centre City Redevelopment Plan, certified by the former Redevelopment Agency ("Former
Agency") and the City Council on March 14, 2006 (Resolutions R-04001 and R-301265, respectively);
subsequent addenda to the FEIR certified by the Former Agency on August 3, 2007 (Former Agency
Resolution R-04193), April 21, 2010 (Former Agency Resolution R-04510), and August 3, 2010
(Former Agency Resolution R-04544), and certified by the City Council on February 12, 2014 (City
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Council Resolution R-308724) and July 14, 2014 (City Council Resolution R-309115); and, the Final
Supplemental Environmental Impact Report for the Downtown San Diego Mobility Plan certified by
the City Council on June 21, 2016 (Resolution R-310561). Development within the Downtown
Community Planning area is also covered under the following documents, all referred to as the "CAP
FEIR": FEIR for the City of San Diego Climate Action Plan (CAP), certified by the City Council on
July 12, 2016 (City Council Resolution R-310596). The Downtown FEIR and CAP FEIR are both
"Program EIRs" prepared in compliance with California Environmental Quality Act (CEQA)
Guidelines Section 15168. The information contained in the Downtown FEIR and the CAP FEIR
reflects the independent judgement of the City of San Diego as the lead agency. No substantial changes
have occurred with respect to the circumstances under which the master environmental impact report
was certified and no new information regarding the master environmental impact report has become
available. The Downtown FEIR and CAP FEIR are located on the City of San Diego’s website:
(https://www.sandiego.gov/cega/final).

National Environmental Policy Act

Federal funds constitute a portion of the funding for the project. A final reservation of federal funds
shall occur only upon satisfactory completion of the environmental review and receipt by the City of
San Diego of a release of funds from the U.S. Department of Housing and Urban Development under
24 CFR Part 58 of the National Environmental Policy Act (NEPA). The Housing Commission received
final NEPA clearance and authorizations to use grant funds by June 1, 2021.

Respectfully submitted, Approved by,
Jennifer Kreutter Jeff Davis
Vice President, Multifamily Housing Finance Interim President and Chief Executive Officer
Real Estate Division San Diego Housing Commission
Attachments:

1) Site Map

2) Organization Chart

3) Developer’s Project Pro Forma

4) Bond Program Summary

5) Financial Advisor’s Analysis

6) Developer’s Disclosure Statement

Docket materials are available in the “Governance & Legislative Affairs” section of the San Diego
Housing Commission website at www.sdhc.org.
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Attachment 1 - Site Map

915 Beech Street,
San Diego, CA




ATTACHMENT 2 - ORGANIZATION CHART
Initial Tax Credit Limited Partnership Entity Structure at Syndication

Limited Partnership

Beech Street Housing Associates, L.P.
EIN: 86-2586133

CHW Beech Street. LLC Raymond James California Housing
0.1% General Partner EIN: Opportunities Fund 12 LLC
86-2560403 99.9% Limited Partner

EIN: 92-0262363

Community HousingWorks
100% Sole Member/Manager
EIN: 33-0317950
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Cortez Hill
Prepared For: Community HousingWorks
Prepared By: California Housing Partnership Corporation
Version: 12.01 Supplemental
Revised: January 12, 2023
Notes:
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SOURCES OF FUNDS PAGE 1
PERMANENT TOTAL oID AMORT
AMOUNT INT COST INT RATE TERM (Yr) COMMENTS
Tax-Exempt Permanent Loan 16,568,000 5.76% 30 17 Year Term/ 30 Year Amortization
San Diego Housing Commission 5,000,000 4.00% 2.14% 55
Accrued/Deferred Interest 224,421
City of San Diego PLHA 1,400,000 3.00% 1.79% 55 Permanent Local Housing Allocation
Accrued/Deferred Interest 52,559
Deferred Developer Fee 1,500,000 0.00%
Capital Contributions
General Partner (Developer Fee) 1,235,809 Federal Credit Pricing (Gross): $0.870
Limited Partner 18,158,068 Credit Rate (Minimum Rate): 4.00%
TOTAL SOURCES 44,138,857
Surplus/(Shortfall) 0
CONSTRUCTION
AMOUNT INT RATE TERM (Mo.)
Tax-Exempt Construction Loan 21,235,500 7.72% 28
Taxable Construction Loan 10,522,328 8.02% 28
San Diego Housing Commission 4,500,000 4.00% 28
Accrued/Deferred Interest 224,421
City of San Diego PLHA 1,260,000 3.00% 28
Accrued/Deferred Interest 52,559
Costs Deferred Until Conversion 3,028,242
Deferred Developer Fee 1,500,000
Capital Contributions
General Partner (Developer Fee) 0
Limited Partner 1,815,807
TOTAL SOURCES 44,138,857
Surplus/(Shortfall) 0
COSTS DEFERRED UNTIL CONVERSION DEVELOPER FEE PAY-IN SCHEDULE
MHP Transition Reserve 0 Construction Closing 1,250,000
Operating Reserve 516,033
Replacement Reserve 26,400
Legal - Permanent 0 Perm Conversion/Stabilization 1,235,809 Contributed as GP Equity
Title/Recording/Escrow - Permanent 0 Perm Conversion/Stabilization 1,150,000
Audit/Cost Certification 0 Form 8609 100,000
Developer Fee 2,485,809 Deferred Fee paid from Cash Flo 1,500,000
TOTAL 3,028,242 TOTAL 5,235,809
Tax-Exempt Taxable Tax-Exempt
INTEREST RATE STACK Construction Construction Permanent
Index (Term SOFR / 10 Yr Treasury) 4.32% 4.32% 1.00% Floor 3.59%
Bank spread 1.90% 2.20% 3.00% Index plus Spread X 80%
Cushion 1.50% 1.50% 0.50%
TOTAL 7.72% 8.02% 5.76%

California Housing Partnership Corporation



Cortez Hill

PAGE 1-A

Uses of Funds Version: 12.01 Supplemental
Revised: January 12, 2023
100.00% DEPRECIABLE TAX CREDIT ELIGIBLE
TOTAL NON- CONST/
TOTAL RESIDENTIAL DEPREC RESIDENTIAL NON-RES EXPENSE AMORTIZE REHAB ACQUIS.
ACQUISITION COSTS
Land 11,593 11,593 11,593
Acquisition Costs 30,000 30,000 30,000 0
Environmental Remediation 3,250 3,250 3,250
GENERAL DEVELOPMENT COSTS
Total Construction Budget 26,790,243
Residential Construction 20,698,607 20,698,607 20,698,607 0 0 20,698,607
Demolition 662,653 662,653 662,653 0
Offsite Work 614,068 614,068 0 614,068 614,068
Solar Work 219,511 219,511 0 219,511 0 0 219,511
Site Work/Landscape 383,359 383,359 383,359 0 383,359
Fumishings included in Personal Property 702,894 702,894 702,894 0 702,894
Contractor General Requirements 1,767,623 1,767,623 0 1,767,623 0 1,767,623
Contractor Overhead 1,158,819 1,158,819 0 1,158,819 0 1,158,819
Contractor Profit 0 0 0 0 0 0
Contractor Insurance/Bonds 582,709 582,709 582,709 0 582,709
Construction Contingency (5%) 1,339,512 1,339,512 0 1,339,512 0 1,339,512
Local Permits/Fees/Utility Fees 214,433 214,433 214,433 0 214,433
Local Development Impact Fees (less waivers) 1,125,464 1,125,464 0 1,125,464 0 1,125,464
Environmental /Energy/Other 120,192 120,192 120,192 0 120,192
Security (during construction) 0 0 0 0 0
Architecture 943,760 943,760 943,760 0 943,760
Survey/Engineering 444,717 444,717 444,717 0 444,717
Appraisal 18,000 18,000 18,000 0 0 18,000
Market Study 25,000 25,000 0 0 25,000 0
Predevelopment Loan Interest/Expenses 191,740 191,740 0 191,740 0 191,740
Construction Period Interest (Tax-Exempt) 2,295,320 2,295,320 1,803,466 0 491,854 1,803,466
Construction Period Interest (Taxable Loan) 1,181,540 1,181,540 928,353 0 253,187 928,353
Construction Period Interest (SDHC) 224,421 224,421 176,331 0 48,090 176,331
Construction Period Interest (City of SD) 52,559 52,559 41,296 0 11,263 41,296
Title/Recording/Escrow - Acquisition 1,670 1,670 1,670 0 0 0 0
Title/Recording/Escrow - Construction 65,000 65,000 65,000 0 65,000 0
Title/Recording/Escrow - Permanent 10,000 10,000 10,000
Real Estate Taxes During Construction 168 168 168 0 0 168 0
Insurance During Construction 647,618 647,618 647,618 0 0 647,618 0
Soft Cost Contingency 240,000 240,000 240,000 0 240,000
TCAC Application/Monitoring Fee 79,417 79,417 79,417
Legal: Acquisition 40,000 40,000 40,000 0 0 0
Construction Closing 72,000 72,000 72,000 0 72,000 0
Permanent Closing 0 0 0
Organization of Partnership 9,127 9,127 9,127
Syndication 75,000 75,000 75,000
Investor Fees 55,000 55,000 55,000
Syndication Consulting 82,500 82,500 82,500 0 0
Audit/Cost Certification 44,700 44,700 0 44,700 0 0
Fumishings 100,000 100,000 100,000 0 100,000
Replacement Reserve 26,400 26,400 26,400 0
Operating Reserve 516,033 516,033 516,033
Marketing/Lease-Up/Transitional Costs 200,000 200,000 200,000
Accounting 18,000 18,000 18,000 18,000
Prevailing Wage Monitor 140,965 140,965 140,965 0 140,965
3rd Party Construction Manager 146,790 146,790 146,790 0 146,790
Developer Fee 5,235,809 5,235,809 5,235,809 0 5,235,809 0
Financing Costs
Permanent Lender Counsel 74,556 74,556 74,556 0
Construction Lender Counsel 349,336 349,336 0 349,336 0
Bond Counsel 50,000 50,000 50,000
Issuer Financial Advisor 45,000 45,000 45,000
Construction Lender Expenses/Inspections 18,700 18,700 0 18,700 0 0
Construction Loan Fees 317,578 317,578 0 317,578 0
Permanent Loan Fees 165,680 165,680 165,680
Trustee Fee 15,000 15,000 15,000
CDIAC Fees 5,000 5,000 5,000
CDLAC Fees 7,432 7,432 7,432
SDHC Issuer Fee at Closing (0.25%) 53,089 53,089 53,089
SDHC Issuer Application Fee 13,000 13,000 13,000
SDHC Issuer Prepaid Annual Fee (0.125%) 26,544 26,544 26,544
SDHC Issuer Expenses 50,000 50,000 50,000
SDHC Loan Legal/Cost Review 100,000 100,000 100,000
City Loan Fee 30,000 30,000 30,000
Subtotal - Costs of Issuance 1,320,916 1,320,916 0 0 0 0 1,320,916 0 0
TOTAL DEVELOPMENT COSTS 44,138,857 44,138,857 1,504,099 40,141,204 0 1,049,094 1,444,460 40,141,204 0
Total Development Cost Per Unit 501,578
TCAC DEVELOPER FEE CALCULATION (4% Project)
Construction Acquisition Total
Eligible Basis 34,905,395 0 34,905,395
Maximum Potential TCAC Fee (per limits) N/A N/A N/A
Maximum Potential TCAC Fee (per basis) 5,235,809 0 5,235,809
Ratio 100.00% 0.00% 100.00%
Maximum Fee Per TCAC 5,235,809 0 5,235,809
Maximum Fee per HCD
Maximum Fee per City
Maximum Fee per TCAC Application NA
MAXIMUM FEE IN ELIGIBLE BASIS & COSTS 5,235,809 0 5,235,809
Maximum Fee Paid From Development Sources 2,500,000
Contributed as GP Equity and/or Deferred Fee Paid from Cash Flow 2,735,809

MRPDovel FeoLimito iR :

No MHP, Increased Dev. Fee limits to SDHC Loan Terms

Developer Fee Paid From Development Sources
Priority Deferred Fee Paid From Cash Flow
Developer Fee Contributed as GP Equity

Total Developer Fee

2,500,000
1,500,000
1,235,809
5,235,809

California Housing Partnership Corporation




Cortez Hill PAGE 2
Unit Mix & Rental Income Version: 12.01 Supplemental
2022 TCAC Rent Limits Revised: January 12, 2023
UTILITY
AVERAGE AFFORDABILITY FOR UNIT MIX ALLOWANCES
QUALIFIED UNITS (% AMI) 25.0%
1BR 79 85
2 BR 9 114
RESIDENTIAL INCOME
TCAC RENT LIMIT 25% 30% RDA Percentage of Targeted Units: 371.0%
% MEDIAN PER-UNIT PER-UNIT TOTAL TOTAL
PER UNIT TOTAL INCOME MONTHLY MONTHLY MONTHLY ANNUAL
UNIT TYPE NUMBER SQFT SQFT AFFORDABLE GROSS RENT NET RENT NET RENT NET RENT
1 Bedrooms 24 559 13,416 25.0% 610 525 12,600 151,200
2 Bedrooms 3 752 2,256 24.7% 722 608 1,824 21,888
TOTAL 27 15,672 14,424 173,088
TCAC RENT LIMIT 25% 55% RDA Percentage of Targeted Units: 50.6%
% MEDIAN PER-UNIT PER-UNIT TOTAL TOTAL
PER UNIT TOTAL INCOME MONTHLY MONTHLY MONTHLY ANNUAL
UNIT TYPE NUMBER SQFT SQFT AFFORDABLE GROSS RENT NET RENT NET RENT NET RENT
1 Bedrooms 40 559 22,360 25.0% 610 525 21,000 252,000
2 Bedrooms 4 752 3,008 25.0% 732 618 2,472 29,664
TOTAL 44 25,368 23,472 281,664
TCAC RENT LIMIT 25% 60% RDA Percentage of Targeted Units: 18.4%
% MEDIAN PER-UNIT PER-UNIT TOTAL TOTAL
PER UNIT TOTAL INCOME MONTHLY MONTHLY MONTHLY ANNUAL
UNIT TYPE NUMBER SQFT SQFT AFFORDABLE GROSS RENT NET RENT NET RENT NET RENT
1 Bedrooms 15 559 8,385 25.0% 610 525 7,875 94,500
2 Bedrooms 1 752 752 25.0% 732 618 618 7,416
TOTAL 16 9,137 8,493 101,916
MANAGER UNITS
% MEDIAN PER-UNIT PER-UNIT TOTAL TOTAL
PER UNIT TOTAL INCOME MONTHLY MONTHLY MONTHLY ANNUAL
UNIT TYPE NUMBER SQFT SQFT AFFORDABLE GROSS RENT NET RENT NET RENT NET RENT
2 Bedrooms 1 752 752 0.0% 0 0 0 0
TOTAL 1 752 0 0
SECTION 8 INCOME
PER-UNIT PER UNIT PER-UNIT TOTAL TOTAL
MONTHLY S8 NET MONTHLY MONTHLY ANNUAL
UNIT TYPE NUMBER  INCOME TIER NET RENT RENT S8 PREMIUM S8 PREMIUM S8 PREMIUM
1BR 24 25% 525 2,254 1,729 41,496 497,952
1BR 40 25% 525 2,254 1,729 69,160 829,920
1BR 15 25% 525 2,254 1,729 25,935 311,220
2BR 3 25% 608 2,909 2,301 6,903 82,836
2 BR 4 25% 618 2,909 2,291 9,164 109,968
2 BR 1 25% 618 2,909 2,291 2,291 27,492
TOTAL 87 154,949 1,859,388
SECTION 8 PREMIUM (annual Section 8 income less total annual base rents) 154,949 1,859,388
TOTAL - BASE RENT PLUS SECTION 8 PREMIUM 201,338 2,416,056
TOTAL RESIDENTIAL INCOME TOTAL TOTAL TOTAL
UNITS MONTHLY (Net) ANNUAL
88 201,338 2,416,056
TOTAL SQ FT - TAX CREDIT ELIGIBLE 50,177
TOTAL SQ FT - NON-TAX CREDIT ELIGIBLE 0
TOTAL RENTABLE SQ FT 50,177
MISCELLANEOUS INCOME PER-UNIT TOTAL TOTAL
MONTHLY MONTHLY ANNUAL
Laundry/Vending 8.00 704 8,448

California Housing Partnership Corporation




Cortez Hill PAGE 4
Base Year Income & Expense Version: 12.01 Supplemental
Revised: January 12, 2023

INCOME

Scheduled Gross Income 556,668

Rental Subsidy 1,859,388

Misc. Income 8,448

Vacancy Loss 10.0% (56,512)

Vacancy Loss - Rental Subsidy 5.0% (92,969)

EFFECTIVE GROSS INCOME 2,275,023
EXPENSES - RESIDENTIAL
Administrative

Advertising 908

Legal 6,000

Accounting/Audit 8,000

Security 60,840

Admin/Office Expenses 55,843

Total Administrative 131,591
Management Fee 58,080
Utilities

Electricity 33,771

Gas 45,600

Total Utilities 79,371
Water/Sewer 28,615
Payroll/Payroll Taxes

On-Site Managers 71,613

Maintenance/Janitorial Payroll 70,753

Manager Unit Expense/(Credit) 0

Payroll Taxes/Benefits 43,097

Total Payroll/Payroll Taxes 185,463
Insurance 55,000
Real Estate Taxes 3,000
Misc Taxes/Licenses/Permits 0
Maintenance

Painting/Unit Turnover 7,000

Repairs 14,200

Trash Removal 0

Exterminating 8,600

Grounds/Landscaping 6,000

Elevator 6,000

Total Maintenance 41,800
Replacement Reserve PUPM: 500 44,000
Operating Reserve 0
Other

SDHC Loan Monitoring Fee 13,703

Resident Services 143,300

SDHC Bond Monitoring Fee 20,710

Placeholder 88,000

Total Other 265,713

TOTAL EXPENSES - RESIDENTIAL 892,633

Per Unit Per Year (Total) 10,144
Per Unit Per Year (w/o Taxes, Reserves, Services, Monitoring Fees 6,590

TOTAL EXPENSES - COMMERCIAL 0
NET AVAILABLE INCOME 1,382,391
Debt Service Coverage Ratio 1.18
AVAILABLE FOR DEBT SERVICE 1,171,517

California Housing Partnership Corporation




Cortez Hill

PAGE 8
15-Year Cash Flow Version: 12.01 Supplemental
Revised: January 12, 2023
ASSUMPTIONS:
Rent Increase: 2.00% Permanent Loan - % Debt Service Year 1 75.0%
Expenses Increase: 3.00% Qualified Occupancy In Lease-Up Year 1 91.7%
Real Estate Tax Increase: 2.00% Permanent Loan - % Debt Service Year 2 100.0%
Reserve Increase: 0.00%
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039
GROSS POTENTIAL INCOME - RESIDENTIAL 556,668 510,279 567,801 579,157 590,741 602,555 614,606 626,899 639,437 652,225 665,270 678,575 692,147 705,990 720,109 734,512
Rental Subsidy 2.00% 1,859,388 1,704,439 1,896,576 1,934,507 1,973,197 2,012,661 2,052,915 2,093,973 2,135,852 2,178,569 2,222,141 2,266,584 2,311,915 2,358,154 2,405,317 2,453,423
Misc. Income 8,448 7,744 8,617 8,789 8,965 9,144 9,327 9,514 9,704 9,898 10,096 10,298 10,504 10,714 10,928 11,147
Vacancy Loss - Residential 10.00% (51,802) (57,642) (58,795) (59,971) (61,170) (62,393) (63,641) (64,914) (66,212) (67,537) (68,887) (70,265) (71,670) (73,104) (74,566)
Vacancy Loss - Rental Subsidy 5.00% (85,222) (94,829) (96,725) (98,660) (100,633) (102,646) (104,699) (106,793) (108,928) (111,107) (113,329) (115,596) (117,908) (120,266) (122,671)
GROSS EFFECTIVE INCOME 2,085,438 2,320,523 2,366,934 2,414,273 2,462,558 2,511,809 2,562,045 2,613,286 2,665,552 2,718,863 2,773,240 2,828,705 2,885,279 2,942,985 3,001,845
Operating Expenses (excl. reserves & taxes) 3.00% 811,220 735,168 835,557 860,623 886,442 913,035 940,426 968,639 997,698 1,027,629 1,058,458 1,090,212 1,122,918 1,156,606 1,191,304 1,227,043
SDHC Loan Monitoring Fee 0.00% 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703 13,703
SDHC Bond Monitoring Fee 0.00% 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710 20,710
Real Estate Taxes 2.00% 3,000 2,719 3,060 3,121 3,184 3,247 3,312 3,378 3,446 3,515 3,585 3,657 3,730 3,805 3,881 3,958
TOTAL OPERATING EXPENSES 848,633 772,299 873,029 898,157 924,038 950,695 978,151 1,006,430 1,035,557 1,065,557 1,096,456 1,128,281 1,161,061 1,194,823 1,229,597 1,265,414
NET OPERATING INCOME 1,313,138 1,447,494 1,468,777 1,490,234 1,511,863 1,533,658 1,665,615 1,577,729 1,599,995 1,622,407 1,644,959 1,667,644 1,690,456 1,713,388 1,736,431
REPLACEMENT RESERVE 44,000 33,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000 44,000
NET INCOME AVAILABLE FOR DEBT SERVICE 1,280,138 1,403,494 1,424,777 1,446,234 1,467,863 1,489,658 1,511,615 1,533,729 1,555,995 1,578,407 1,600,959 1,623,644 1,646,456 1,669,388 1,692,431
Tax-Exempt Permanent Loan
Principal Balance 16,568,000 16,409,596 16,187,486 15,952,240 15,703,080 15,439,183 15,159,678 14,863,642 14,550,096 14,218,006 13,866,274 13,493,739 13,099,171 12,681,265 12,238,642 11,769,841
Principal Payment 158,404 222,110 235,246 249,160 263,897 279,505 296,036 313,545 332,090 351,732 372,535 394,569 417,906 442,623 468,802
Interest Payment 712,721 939,390 926,253 912,339 897,603 881,995 865,463 847.954 829,409 809,768 788,965 766,931 743,594 718,877 692,698
TOTAL DEBT SERVICE 871,125 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500 1,161,500
SDHC Loan Payment 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000
NET CASH FLOW 399,014 231,995 253,277 274,735 296,363 318,159 340,116 362,230 384,496 406,908 429,459 452,145 474,957 497,888 520,931
Debt Service Coverage Ratio 1.453 1.198 1.216 1.235 1.253 1.272 1.290 1.309 1.328 1.347 1.367 1.386 1.405 1.425 1.445
DISTRIBUTION OF CASH FLOW
LP Investor Services Fee - Current 5,000 5,000 5,150 5,305 5,464 5,628 5,796 5,970 6,149 6,334 6,524 6,720 6,921 7,129 7,343 7,563
LP Investor Services Fee - Deferred 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Deferred Developer Fee 1,500,000 394,014 226,845 247,973 269,271 290,736 71,161 0 0 0 0 0 0 0 0 0
GP Partnership Management Fee - Current 25,000 0 0 0 0 0 28,982 29,851 30,747 31,669 32,619 33,598 34,606 35,644 36,713 37,815
GP Partnership Management Fee - Deferred 0 0 0 0 0 132,728 0 0 0 0 0 0 0 0 0
San Diego Housing Commission 39.06% 0 0 0 0 0 31,051 118,865 127,083 135,349 143,658 152,009 160,398 168,822 177,278 185,763
City of San Diego PLHA 10.94% 0 0 0 0 0 8,694 33,282 35,583 37,898 40,224 42,562 44,911 47,270 49,638 52,014
GP Incentive Management Fee 0 0 0 0 0 39,745 152,147 162,667 173,246 183,882 194,571 205,309 216,092 226,916 237,777
General Partners 90.00% 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Limited Partner 10.00% 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
TCAC MAXIMUM CASH FLOW TEST Year 1 Year 2 Year 3 Year 4 Year5 Year 6 Year7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
Greater of 8% of gross income 8.00% 17.95% 9.38% 10.04% 10.68% 11.29% 11.89% 12.46% 13.01% 13.54% 14.04% 14.53% 15.00% 15.45% 15.87% 16.28%
or1.25 DCR 25.00% 45.80% 19.97% 21.81% 23.65% 25.52% 27.39% 29.28% 31.19% 33.10% 35.03% 36.97% 38.93% 40.89% 42.87% 44.85%

California Housing Partnership Corporation




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 and 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 the units may be affordable at 50%
AMI with an additional 30% of the units affordable at 60% AML The Housing Commission
requires that the affordability restriction be in place for a minimum of 15 years. Due to the
combined requirements of state, local, and federal funding sources, projects financed under the
Bond Program are normally affordable for 30-55 years and often provide deeper affordability
levels than the minimum levels required under the Bond Program.

Rating: Generally "AAA" or its equivalent with a minimum rating of "A" or, under conditions
that meet IRS and Housing 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 San Diego Housing
Commission (Housing Commission) 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, or
the Housing Authority, or the developer to proceed with the financing.
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e 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. This process does not make the Housing
Commission, the Housing Authority, or the City of San Diego financially or legally liable for
the bonds or for the project.

[Note: Members of the Housing Commission or the San Diego City Council may be asked to
take two actions at this stage in the bond process -- one in their capacity as approving the
TEFRA hearing resolution and another as approving the bond inducement.]

* 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 Commission 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 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
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issue bonds. This is the extent of the disclosure required of the Housing Authority, Housing
Commission, or the City. However, it is the obligation of members of the Housing Authority to
disclose any material facts known about the project, not available to the general public, which

might have an impact on the viability of the project.
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Attachment 5 - Financial Advisor's Analysis

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

September 30, 2022

Mr. Joe Correia

Sr. Real Estate Project Manager
Housing Finance Real Estate Division
San Diego Housing Commission
1122 Broadway, Suite 300

San Diego, CA 92101

Re: Cortez Hill Apartments
Dear Mr. Correia:

The San Diego Housing Commission (the “Commission”) has retained Ross Financial as
its independent municipal advisor, in part, to analyze the feasibility of issuing tax-exempt
and taxable bonds (the “Bonds”) for the Cortez Hill Apartments development (the
“Development”).

This feasibility analysis reviews the following items:

e Overview of the Development

e Proposed financing approach

¢ Benefits and risks to Commission
e Public purpose

e Recommendations

Ross Financial has based its analysis of the Development’s financial feasibility on
materials provided by Community HousingWorks (“CHW?”), which has created the
borrower entity (the “Borrower”) for the Development. The materials include: (1) the
joint application to the California Debt Limit Allocation Committee (“CDLAC”) and
California Tax Credit Allocation Committee (“CTCAC”), (2) the financing commitment
from Banner Bank (the “Lender”), (3) the market study performed by CBRE in support
of the application to CDLAC and CTCAC, and (4) CHW’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 or in developing the overall financing
structure.



Mr. Joe Correia

Re: Cortez Hill Apartments
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OVERVIEW OF THE DEVELOPMENT

Development Summary. The Development is a new construction multifamily rental
housing development that will contain 87 affordable 1-bedroom and 2-bedroom units and
one unrestricted 2-bedroom manager’s unit housed in one five-story building that is
serviced by two elevators. The Development will provide affordable apartments and
resident services to seniors, working families, veterans and households experiencing
chronic homelessness. Of the 87 units, 14 will be reserved for permanent supportive
housing (PSH), with supportive services being provided by People Assisting The
Homeless. As the Development is located within a Transit Priority Area (one-half mile of
a major existing or planned transit stop), it contains no onsite parking.

The Development will consist of four levels of Type V-A wood frame construction over a
Type I-A concrete podium. It will be designed to achieve a Green Point Gold Rated
Certification. The Development will utilize energy-star appliances energy-efficient dual-
pane windows, domestic solar hot water heating and high-efficiency lighting. Low-flow
plumbing fixtures will reduce water use as will the use of drought tolerant native and
naturalized plants.

Site amenities include a state-of-the-art community room, computer learning centers and
an outdoor community space to encourage greater social and economic stability. The
community space will provide for resident services and programs, including a separate
interview/meeting room for Supportive Housing Case Management. The community area
also will include a kitchen, restrooms, bike storage, computer lab, and meeting and
gathering spaces. The laundry is close to the children’s play area and accessed by the
courtyard.

The Development will contain mobility features in 10% of the units (9 units) and 5% of
the units (5 units) will have communication features.

Construction of the Development is expect to start in December 2022 and be complete in
October 2024.

Unit and Affordability Mix. The Development is subject to multiple rent restrictions
depending on funding source. The unit mix and various affordability restrictions for
Development are as follows:

CTCAC San Diego Housing Commission
Cortez Unit Mix | 30% AMI | 30% AMI** | 30% AMI** | 40% AMI**
1 Bedroom/1 Bath 79 79 79 50 29
2 Bedroom/1 Bath 9% 8 8 4 4
Total Units 88 87 87 54 33

*Includes 1 non-rental manager’s unit in these unit types
** AMI = Area Median Income
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All restricted units will be supported by 14 PSH and 73 non-PSH Project-Based
Vouchers.

Description of Project Site. The Development is to be constructed on a 0.41 acre parcel
site that is located at 915 Beech Street in the Cortez Hill neighborhood of San Diego —
with frontage along 9" Avenue and Beech Street. The site is currently owned by CHW,
which acquired it from the City of San Diego following the City’s declaration that site
constituted surplus land. The site is currently improved with 48 units of transitional
housing, originally constructed as a hotel in 1970, for families experiencing
homelessness. San Diego YWCA had operated the site for approximately 20 years and
was succeeded by Alpha Project as operator. Alpha Project vacated the site in 2020 due
to deteriorating property conditions and the onset of COVID-19. The site is currently
vacant. Demolition of the existing improvements commenced in August 2022 and is
expected to be complete by the end of September.

As previously noted, the site is located within a City-defined Transit Priority Area with
high accessibility to transit options, including the Fifth Avenue Trolley Station, 10%
Avenue & A bus stop and the Fifth Avenue & Beech bus stop. The site is within 'z to %
miles of grocery stores and a drug store/pharmacy.

Surrounding land uses are as follows:

e To the north: two small rental buildings and an SRO hotel

e To the south: a small 12-unit apartment complex and the 137-unit Aria condominium
building

e To the west: the Discovery at Cortez Hill condominiums

e To the east: Highway 163 offramp.

Ownership of the Development/Borrower. The ownership entity for the Development
will be Beech Street Housing Associates, L.P., a single asset California limited
partnership consisting of: (a) CHW Beech Street LLC, created by CHW, which will serve
as Managing General Partner and (b) a tax credit limited partnership entity created by
Raymond James Tax Credit Funds.

CHW Experience. Established in 1988, CHW has 34 years of experience in financing,
developing and/or rehabilitating multifamily rental housing. This experience
encompasses more than 3,801 apartments in 44 communities statewide. CHW’s recent
activity with the Housing Commission includes:

e North Park Seniors Apartments, a 76-unit new construction project serving
LGBTQIA+ and formerly homeless seniors, located in the Hillcrest
neighborhood and completed in November 2017.
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e Keeler Court Apartments, a 71-unit new construction permanent supportive
housing project, located in the Southcrest neighborhood and completed in
October 2021.

e Ulric I (Amanecer) Apartments, a 96-unit new construction multi-family housing
project, located in the Linda Vista neighborhood, with completion expected in
Fall 2022.

e Ulric II Apartments, a 60-unit new construction project serving seniors and
chronically homeless individuals, located in the Linda Vista neighborhood, with
completion expected in October 2023.

e Navajo Apartments, a 99-unit new construction multi-family housing project
serving large families and families who are experiencing homelessness, located
in the Otay Mesa-Nestor neighborhood, with completion estimated in 2025.

CDLAC/CTCAC. On March 15, 2022, the Housing Commission filed a joint application
to CDLAC and CTCAC requesting a private activity bond allocation of $19,305,000 for
the Development, along with a reservation of 4% Federal tax credits. On June 15, 2022,
CDLAC awarded a private activity bond allocation in the requested amount and CTCAC
reserved the requested 4% Federal tax credits.

In connection with the CDLAC/CTCAC application process, on July 16, 2021, the
Housing Commission adopted a resolution of intent to issue tax-exempt obligations for
the Development and authorized the submission of an application to CDLAC. On July 9,
2021, a TEFRA hearing, duly noticed, was held before the Housing Commission.
Because TEFRA approvals expire after one year, a new TEFRA hearing will be held in
conjunction with the Housing Commission’s approval of the financing on October 14,
2022.

PROPOSED FINANCING

Project Costs and Funding. According to the most recent projections provided by CHW,
the total costs of the Development, including construction and all soft costs, are estimated
at $41,224,577. The estimated sources of funds will differ during the construction period
and following construction and lease-up (“at permanent”), as shown in the following
table based on the most recent projections:
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Sources of Funds Construction Permanent
Tax-Exempt Bond Proceeds $19,305,000 $15,872,000
Taxable Bond Proceeds 9,099,173 --
Tax Equity — Federal 1,646,697 16,466,974
SDHC Loan 4,500,000 5,000,000
SDHC Loan Accrued Interest 192,361 192,361
City of San Diego Loan 1,260,000 1,400,000
City of San Diego Loan Accrued Interest 45,051 45,051
Deferred Costs 3,676,295
Deferred Developer Fee 1,500,000 1,500,000
GP Contribution (Developer Fee) -- 748,191

Total $41,224,577 $41,224,557

Uses of Funds

Acquisition Costs + Land $41,593 $41,593
Construction Costs 23,835,297 23,835,297
Architectural & Engineering 1,547,182 1,547,182
Contingency Costs (Hard and Soft) 1,694,473 1,694,473
Impact Fees and Permits 2,029,432 2,029,432
Construction Interest 2,236,768 2,236,768
Financing Costs 1,232,482 1,232,482
Misc. Soft Costs 2,181,055 2,181,055
Reserves 1,678,104 1,678,104
Developer Fee* 4,748,191 4,748,191

Total $41,224,577 $41,224,557

*Cash developer fee is $2,500,000 with $1,500,000 deferred and $748,191 contributed
back to the Development

Description of Financing. The expectation (based on the most recent pro forma) is that
the Housing Authority will issue the Bonds in two series: (a) a tax-exempt series in the
estimated amount of $19,305,000 and (b) a taxable series in the estimated amount of
$9,099,173 (but not to exceed $13,000,000).

The Bonds will have the following features:

e Both series of Bonds will be purchased by Banner Bank (‘“Banner”);

e The Bonds will be issued on a draw down basis, with interest payable only on the
amounts drawn;

e Following construction completion and lease-up (expected in approximately 30
months subject to one 6-month extension)(“Conversion”), the taxable Bond will
be repaid in full and the tax-exempt Bond will be paid down to a permanent
estimated par of $15,872,000. The primary source of repayment will be Federal
low income housing tax credits.

e Prior to Conversion, the Bonds will bear a variable interest rate equal to 1 month
adjusted SOFR + 1.90% for the tax-exempt Bonds and 1 month adjusted SOFR +
2.20% for the taxable Bonds, with a SOFR index floor set at 0.50%. The
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Borrower’s proforma assumes a tax-exempt rate of 5.77% and a taxable rate of
6.07% during the construction period. At Conversion, the tax-exempt Bond will
convert to a fixed rate that will be set at Closing. The rate will be established by
reference to a formula (80% of 10-year US Treasury rate plus a spread of 3.00%).
The Borrower’s proforma assumes a permanent loan rate of 6.03%.

e The tax-exempt Bond will have a term of 17 years from Closing (i.e., in 2039).
Following Conversion, the tax-exempt Bond will amortize on a 30-year basis. The
taxable Bond is expected to have a stated maturity of approximately 3 to 4 years
from Closing and will be repaid in full at Conversion as noted above.

e The Bonds are expected to close in early December 2022.

Banner will execute a document representing that it has sufficient knowledge and
experience to evaluate the risks and merits associated with making the loans evidenced
by the Bonds and its intention to hold the Bonds for its account. Unless the Bonds are
rated “A” or higher by Moody’s or Standard & Poor’s, Banner may transfer all or a
portion of the Bonds only to transferees that execute a document with similar
representations.

Housing Commission Financial Involvement. On July 9, 2021, the Housing
Commission approved a loan (the “Commission Loan”) of up to $5,000,000 for the
Development, with $4,500,000 available during construction and the remainder at
permanent. The sources of funding are anticipated to consist of: (1) the Department of
Housing and Urban Development HOME Investment Partnership Program (HOME)
funds; (2) the Housing Commission’s HTF-RHF Fund; and (3) the Housing
Commission’s LHTF Fund. A final determination of Housing Commission funding
sources will be made by the Housing Commission’s Interim President & CEO, or
designee, contingent upon budget availabilty.

The Commission Loan will be payable from the Development’s residual receipts subject
to the following basic terms:

e Interest Rate: 4% simple interest

e Payments: 50% of residual cash flow plus $10,000 fixed annual payment.

e Term: 55 years

e Affordability: 1 Bedroom units: 50 units at 30% San Diego AMI; 29 units at 40%
San Diego AMI;
2 Bedroom units: 4 units at San Diego 30% AMI; 4 units at San
Diego 40% AMI

e Purchase Option: The Housing Commission will have an option to purchase the
Development at the end of the 15-year tax credit compliance
period

Affordability Restrictions. The Development will be subject to the following regulatory
restrictions and terms:
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Tax-Exempt Bond and Bond 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 (subject to
a further requirement of 30% for the Development);

Housing Commission’s Declaration of Covenants, Conditions and Restrictions (the
“Declaration”) under which the units will be restricted for 55 years with the
affordability restrictions noted above; and

The City’s Restrictive Covenants and Regulatory Agreement (the “City Regulatory
Agreement) under which units must be affordable to households with incomes that do
not exceed 30% AMI per CTCAC.

Cash Flow for the Development. The Borrower provided pro forma cash flows for the
Development. The following table summarizes key elements of the most recent proforma:

Assumptions

Vacancy 7.0%
Revenue Escalation 2.0%
Operating Expense Escalation 3.0%
Cash Flow and Coverage

Stabilized Net Income — First Full Year $2,299,884
Operating Expenses' (835,557)
Other Expenses® (79,890)
Net Operating Income $1,384,378
Tax-Exempt Bond Debt Service® (1,145,604)
Housing Commission Loan Payment (10,000)
Debt Service Coverage* 1.20x
Net Project Cash Flow after Debt Service $228,774
LP Fees (5,150)
Deferred Developer Fee (223,624)
Available for Residual Receipts 0

! Operating Expenses consist of variable operating expenses escalated at 3.0% per year

2 Other Expenses include taxes, replacement reserves, compliance monitoring fee and Bond monitoring fee
3 Assumes an initial permanent Bond par of $15,872,000 amortized on a 30-year basis at a rate of 6.03%

4 Net operating income divided by sum of Bond Debt Service + SDHC fixed loan payment of $10,000

The following table shows the Borrower’s most recent projected cash flow for the
Development during first full five years following stabilized occupancy:
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Year
Escalation |Revenues 1 2 3 4 5

2.00% Gross Potentail Tenant Rental Income 567,801 579,157 590,740 602,555 614,606

2.00% |Rental Subsidy 1,896,576 1,934,508 1,973,198 2,012,662 2,052,915

2.00% Miscellaneous Income 8,617 8,789 8,965 9,144 9,327

less 7% vacancy (173,110)  (176,572)  (180,103)  (183,705) (187,379)

Total Net Income 2,299,884 2,345,882 2,392,800 2,440,656 2,489,469
Expenses

3.00% |Operating Expenses (835,557)  (864,801)  (895,070) (926,397) (958,821)

Replacement Reserves (44,000) (44,000) (44,000) (44,000) (44,000)

2.00% |Taxes (3,060) (3,121) (3,184) (3,247) (3,312)

Bond Monitoring Fee (19,840) (19,840) (19,840) (19,840) (19,840)

SDHC Loan Monitoring Fee (13,050) (13,050) (13,050) (13,050) (13,050)

Total Expenses + Reserves (915,507)  (944,813)  (975,143) (1,006,534) (1,039,023)

Net Operating Income 1,384,377 1,401,069 1,417,657 1,434,121 1,450,446

Annual Bond Debt Service (1,145,604) (1,145,604) (1,145,604) (1,145,604) (1,145,604)

SDHC Loan Payment (10,000) (10,000) (10,000) (10,000) (10,000)

Debt Service Coverage 1.20x 1.21x 1.23x 1.24x 1.26x

Available Cash Flow after Permanent Loan Debt Service 228,773 245,465 262,053 278,517 294,842

3.00% |LP Investor Services Fee (5,000) (5,150) (5,305) (5,464) (5,628)

Deferred Developer Fee (223,773) (240,315)  (256,748) (273,054) (289,214)

Project Cash Flow Available for Residual Receipts Payments 0 0 0 0 0

PUBLIC PURPOSE

The Bonds are expected to result in the long-term affordability of 87 one-bedroom and
two-bedroom units in the City of San Diego, restricted and affordable to households
earning 30% AMI per the most restrictive funding source. Of these units, 14 will be
restricted for permanent supportive housing. One two-bedroom unit will be occupied by a
resident manager and will be unrestricted.

The Bond Regulatory Agreement, the Tax Credit Regulatory, the Commission’s
Declaration and the City Regulatory Agreement will require that affordability levels be
maintained for a period of 55 years.

BENEFITS AND RISKS TO THE COMMISSION

The Bonds provide a vehicle for financing a portion of the construction costs of the
Development. As proposed, the Bonds will result in the long-term affordability of 87
one-bedroom and two-bedroom units in the City of San Diego with units restricted to
income levels described in “Public Purpose” above.

The Bonds do not pose undue financial risk to the Housing Authority. The Bonds are not
direct obligations of the Housing Authority or the City of San Diego. The Bonds will be
purchased by Banner, which has indicated its intention to hold the Bonds for its own
account. The Bonds are expected to be paid down to $15,872,000 following conversion.

The primary risk is construction and lease-up risk — that the Development is not
completed and/or leased up in a timely fashion. Given the development and project
management experience of CHW, the target tenant population, the availability of 87 PSH
and non-PSH PBVs and the demand for affordable units, this risk seems remote. This risk
is borne entirely by the Banner and CHW.
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If the Housing Authority issues the Bonds, the Commission would receive an issuer fee at
Bond closing of $71,010: equal to 0.25% times the initial aggregate par amount of the
tax-exempt and taxable Bonds ($28,404,173).

In addition, the Commission also would receive estimated annual fees of:

e $35,505 to monitor the Bonds during the construction period (based on an
aggregate initial par of $28,404,173 for the Bonds times 0.125%), and

e §$19,840 to monitor the tax-exempt Bonds after conversion (assuming an
estimated permanent tax-exempt Bond of $15,872,000 times 0.125%) plus (b) a
per unit monitor fee of $150/unit or $13,050 in the first year).

¢ A minimum of $10,000 following repayment of the Bonds through the end of the
55-year CDLAC compliance period.

Costs of issuance will be funded by the Borrower from low income housing tax credit
proceeds and/or other funds. The Borrower has agreed to indemnify the Housing
Authority and Housing Commission as to matters relating to the Bonds. However, the
Borrower is a single purpose entity with no significant assets or source of income other
than the Development and is generally not required to make up any cash flow shortfalls.
Accordingly, CHW will be providing its indemnification.

RECOMMENDATIONS

Ross Financial recommends that the Housing Authority proceed with the issuance of the
Bonds based on the following findings:

e The Bonds will achieve a public purpose by providing an aggregate of 87 affordable
units, with all units restricted to income levels at 30% AMI per the most restrictive
funding source.

e The Bonds will evidence tax-exempt and taxable loans funded by a well-established,
highly capitalized bank that is active in affordable housing lending. The Bonds will
be subject to restrictive transfer limitations at all times.

e 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 Bond proceeds.

e Based on estimates provided by CHW on behalf of the Borrower, there should be
sufficient funds to complete the Development and the Development provides
adequate cash flow to cover permanent loan debt service on the Bonds.
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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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ATTACHMENT 6 - DISCLOSURE STATEMENT
DEVELOPERS/CONSULTANTS/SELLERS/CONTRACTORS/
ENTITY SEEKING GRANT/BORROWERS
(Collectively referred to as "CONTRACTOR" herein)
Statement for Public Disclosure

Name of CONTRACTOR: Community HousingWorks

Address and ZIP Code: 3111 Camino Del Rio North Suite 800, San Diego, CA 92108
Telephone Number: (619) 450-8710

Name of Principal Contact for CONTRACTOR: Mary Jane Jagodzinski, Senior Vice President
Federal Identification Number or Social Security Number of CONTRACTOR: 33-317950

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:

o o b~ w D

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

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

(Name)

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

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

7. Ifthe CONTRACTOR is not an individual or a government agency or instrumentality, give date of organization:
1988

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

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

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




10.

11.

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

d. Ifthe CONTRACTOR is abusiness association or a joint venture, each participant and either the percent
of interest or a description of the character and extent of interest.

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

Position Title (if any) and percent of interest or
Name and Address description of character and extent of interest
Name: PLEASE SEE ATTACHED BOARD LIST
Address:
Name:
Address:
Name:
Address:

Has the makeup as set forth in Item 8(a) through 8(e) changed within the last twelve (12) months? If yes, please explain
in detail.
Members may have changed. No change in the total count of board members has occurred.

Is it anticipated that the makeup as set forth in Item 8(a) through 8(e) will change within the next twelve (12) months?
If yes, please explain in detail.
A small number of board members may transition due to term limits and will be replaced.

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