@ San Diego

‘I A HOUSING COMMISSION

DATE ISSUED: March 5, 2010 REPORT NO: HAR 10-019
ATTENTION: Council President and City Council

Members of the Housing Authority
For the Agenda of April 20, 2010

SUBJECT: Loan and Preliminary Items Pursuant to Issuing Multifamily Housing Revenue
Bonds for Georgia Street Apartments (Council District 3)

REQUESTED ACTION:

Approve a $5,110,753 residual receipts loan for the acquisition and development of 31 affordable rental
apartments in North Park for low-income and very low-income families, and take the initial steps to
issue Housing Authority multifamily housing mortgage revenue bonds for the proposed project.
Issuance of the bonds would require Housing Authority approval at a later date,

STAFF RECOMMENDATION:

A. The Housing Authority of the City of San Diego:

1. Approve a residual receipts loan, not to exceed $5,110,753 to Georgia Street, LP, a California
limited partnership, in which the Affirmed Housing Group, Inc (“Affirmed”) will be the General
Partner, as gap financing for the development of 31 units of affordable rental housing on
Georgia Street;

Approve the following amendment to the current FY10 Budget:

a. Transfer $3,600,000 of Neighborhood Stabilization Program funds from Rental Housing
Development ($3,524,533) and Rehab Owner Occupied ($75,467) to Rental Housing
Finance.

3. Approve a bond inducement resolution (Declaration Of Official Intent) for up to $6,500,000 in
Multifamily Housing Revenue Bonds for the project;

4. Authorize an application (and subsequent applications if necessary) to the California Debt Limit
Allocation Committee (CDLAC) for an allocation of authority to issue tax-exempt private
activity bonds in an amount of up to $6,500,000 for the project;

5. Authorize the President and Chief Executive Officer of the Housing Commission, or a designee,
to execute necessary documents as approved by General Counsel and/or Bond Counsel.
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B. The City Council Hold a public hearing (known as a TEFRA hearing — Tax Equity and Fiscal
Responsibility Act) and adopt a resolution approving the issuance of fax-exempt bonds by the
Housing Authority in an amount of up to $6,500,000.

BACKGROUND:

In January 2010, Affirmed discussed with Housing Commission staff the availability of a partially-
constructed and foreclosed 29-unit condominium project on the northeast corner of the intersection of
Georgia Street and Polk Avenue in the North Park neighborhood (see Attachment 1). Project
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construction stopped about two years ago, after completing a two-level parking structure, and partial first
story (of five stories) of light steel frame supporting wall and joist system (see Attachment 2).

Affirmed is proposing to purchase the foreclosed property and complete the construction, as designed
and permitted, but slightly modified to convert twenty large two-bedroom units into twenty three-
bedroom units and to divide two very large penthouse units into two units each to increase the
development to a total of thirty one apartments for low-income and very-low income families. The
proposed design revision would consist of three one-bedroom, four two-bedroom, and twenty four three-
bedroom apartments. This mix consisting of mostly three-bedroom apartments will be in great demand
in the North Park apartment submarket.

The five residential levels of Type 3 construction will be constructed over the already-constructed Type
I concrete 6(-space parking structure. Also included is a community room on the podium level and a
centrally-located elevator providing access to all five residential levels and both parking levels.

The Planning Department has confirmed that no further discretionary approval will be required to utilize
the affordable housing density bonus to increase the unit count and to redesign unit plans to increase
bedrooms within units, since the increase in unit count is well below the 35% increase in units atlowed
for affordable units, the gross square footage is not being increased, the building height is being reduced,
and the revised parking requirement of 59 spaces is accommodated by the 60 spaces in the existing
parking structure.

The partially below-grade parking structure supporting the residences was completed in 2008, and
construction on the project was abandoned after the completion of the light steel stud framing for the
first level of units and a small portion of the second level. Initial discussions with the project architect
and structural engineer indicate that the existing permits can be re-activated and construction completed
per the approved plans. Some or all of the existing framing for the units will require rework. No water
intrusion through the garage walls was observed during an initial site walk immediately following the
January 2010 rainstorms, providing evidence of a properly installed waterproofing system behind the
below-grade portions of the garage.

Affirmed engaged several contractors to study the existing physical conditions and to create a detailed
cost to complete budget, which resulted in the construction cost estimate, at Davis-Bacon labor rates due
to the use of federal funds, included in this report.

The Developer will also be required to comply with all pertinent NSP regulations, including
procurement regulations, to the extent applicable, in selecting contractors and subcontractors.

NSP regulations approve the use of for-profit developers in NSP projects; however, the Substantial
Amendment as previously written and approved by the City Council in November 2008 limited
development activities only to non-profit entities. Housing Commission stafl is working with the City to
revise the Substantial Amendment to include the eligibility of for-profit developers. The issue will be
presented and discussed at the March 24, 2010 Land Use and Housing Committee meeting, in advance
of the April 20 Housing Authority meeting.
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DISCUSSION:

Affirmed has the property in escrow with International City Bank and hopes to negotiate a final
acquisition price for the land and existing construction of $2,700,000, The proforma contains the current
contract price of $2,850,000. Any negotiated reduction in the land price will reduce the gap financing
amount from the Housing Commission by the amount of the land price reduction. The total cost at
completion is projected to be $10,735,000, which is approximately $346,290 per unit. The gap financing
requested from the Housing Commission is $5,110,753, or $164,863 per unit.

The project schedule proposed by Affirmed to be as follows:

SDHC Board approval March 19, 2010
Housing Authority approval April 20, 2010
SDHC $6.5M funding for acquisition and predevelopment costs late April 2010
4% tax credit application due to TCAC April 23, 2010
CDLAC application for tax exempt bonds May 28, 2010
TCAC approval of 4% tax credits June 23, 2010
CDLAC allocation of tax exempt bonds July 28, 2010
Construction start September 2010
Construction completion and occupancy May 2011

Since inception in 1994, Affirmed has developed over 2,200 units in California and the mid-Adtlantic
states of West Virginia, Virginia and North Carolina, Affirmed has secured over $660 million of tax
credit, conventional, and other financing for affordable housing projects. Recent developments include
new construction as well as acquisition and substantial rehabilitation projects in San Diego, Riverside,
and Ventura counties. Projects in San Diego include the 229-unit high-rise Ten Fifty B Street, the 106~
unit Tesoro Grove Apartments, the 94-unit Hollywood Palms Apartments, the 50-unit Creekside Trails
Apartments, the 69-unit Auburn Park Apartments, and the 275-unit Studio 15 development in
downtown. A developer disclosure statement for Affirmed is included as Attachment 3.

Housing Affordability

Georgia Street Apartments will provide 31 rental units for occupancy, and at rents affordable to low and
very-low income households: 13 units will be restricted at 50% Area Median Income (AMI) (§41,300
for a household of four) and 17 units will be restricted at 60% AMI ($49,560 for a household of four). In
addition, one two-bedroom unit will be reserved for an on-site manager and will not be occupancy-
restricted.

Type AMI Number Restricted Rent
of Units | (net of utility allowance)*

One Bedroom 50% AMI 1 $762

One Bedroom 60% AMI 2 $917

Two Bedroom 50% AMI 2 $913

Two Bedroom* | 60% AMI 2 $1,006

Three Bedroom | 50% AMI 10

Three Bedroom | 60% AMI

Total

* Includes one manager’s unit.
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. ' Propesed Sources of Housing Commission Funds S b Amount
NS‘P 50% AMI Funds - $3 600, O(}O
HOME funds $1,457.478
Housing Trust Fund ' $ 53,275
Total $5,110,753

Total Project Permanent Sources of Funds are as follow:

Tax Exempt Bonds $2.635,000
SDHC residual receipts loan 5,110,753
Tax Credit Equity 2,774,247
Deferred Developer Fee 215,000

Total Sources $10,735,000

Total Project Uses of Funds are as follow:

Acquisition costs $2,900,000
Construction costs 5,512,500
Financing costs 510,000
Reserves 40,000
Developer Fee 1,100,000
Other development costs 672,500

Total Uses $10,735,000

The construction cost estimate is based on Affirmed Housing’s consultations with several general
contractors, using plans and specifications as permitted, with the proposed unit modifications, and value
engineering of final fixtures and finishes to be consistent with affordable apartments rather than upscale
condominium units. The overall cost of $346,290 per unit reflects the above average parking structure
capacity, the steel structural system for the five residential floors, and the high percentage of three-
bedroom units (24 of 31 units).

Time will be of the essence in completing and occupying the project. Therefore, the Housing
Commission loan agreement will provide that, upon an uncured failure by borrower to comply with the
project schedule, the Housing Commission will have the ability to declare a default and proceed with
remedies under the terms of the loan agreement, including the right to take over the project from
Affirmed in order complete the development post closing, as well as an agreement between the bank and
Affirmed that a default prior to closing will result in assignment of Affirmed’s purchase rights to the
Housing Commission. The documents will provide that no loan proceeds beyond the amount
recommended will be available from the Housing Commission, and that any shortfall will be
accommodated by use of the Developer Fee or other subordinate loan proceeds, as approved by the CEO
of the Housing Commission.
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Proposed Bond Financing

The first position loan would be capitalized through the issuance of tax-exempt bonds by the Housing
Authority. The Housing Commission utilizes the Housing Authority’s tax-exempt borrowing status to pass
on lower interest rate financing (and make federal tax credits available) to developers of affordable
housing. The Housing Authority’s ability to issue bonds is limited under the U.S. Internal Revenue Code.
To issue bonds for a project, the Housing Authority must first submit an application to CDLAC for a bond
allocation. Prior to submitting applications to CDLAC projects are brought before the Housing
Commission, Housing Authority, and City Council. Housing Authority bond inducement resolutions must
be obtained prior to application submittal and City Council TEFRA resolutions must be secured no later
than 30 days after application submittal. These actions do not obligate the Housing Authority to issue
bonds.

It is anticipated that this development will receive a bond allocation at CDLAC’s July 28" meeting;
however, if necessary, staff will submit additional applications to CDLAC to secure a bond allocation
for the project. A general description of the Multifamily Bond Program and the actions that must be
taken by the Housing Authority and by the City Council to initiate and finalize proposed financings are
described in Attachment 6.

Affirmed Housing is seeking an approximate $6,500,000 allocation from CDLAC. The bond amount that
is ultimately issued will be based upon project costs, revenues, and interest rates at the time of bond
issuance.

The developer currently proposes to issue the bonds through a private placement. The bonds would meet
all the requirements of the Housing Commission’s Multifamily Housing Revenue Bond Program policy
and would fully comply with the City’s ordinance on bond disclosure.

The $6.5 million allocation that will be sought from CDLAC is approximately 17% higher than the
amount for which the project is currently being underwritten ($5,582,200) for the construction financing,
This increased amount represents a cushion to account for possible increases in the bond amount due to
increases in construction costs or decreases in the assumed interest rate. The bond amount that is
ultimately issued will be based upon project costs, revenues, and interest rates at the time of bond
issuance, It is anticipated that the bonds will be used for both construction financing and permanent
financing of the project.

There are no fiscal impacts to the Housing Commission, City, or Housing Authority associated with the
requested bond actions. Approval of the bond inducement and TEFRA resolutions do not commit the
Housing Authority to issue bonds. The bonds would not constitute a debt of the City of San Diego. If
bonds are ultimately issued for the project, the bonds will not financially obligate the City, the Housing
Authority or the Housing Commission because security for the repayment of the bonds will be limited to
specific private revenue sources. Neither the faith and credit nor the taxing power of the City or the
Authority would be pledged to the payment of the bonds. The developer is responsible for the payment
of all costs under the financing, including the Housing Commission's annual administrative fee.
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Selection of the Financing Team Members

Staff recommends assigning The PFM Group as financial advisor and Stradling Yocca Carlson & Rauth
as bond counsel to work on the project. The proposed financing team members have been selected in
accordance with the existing policy for the issuance of bonds. Financial advisors and bond counsels are
designated on a rotating basis from the firms selected through a competitive RFP process.

FISCAL IMPACT:

Affirmed Housing Group is proposing to develop the project using 4% tax credits, tax-exempt
multifamily housing revenue bonds funding a construction loan and a permanent loan, and gap subsidy
from the Housing Commission. The current proforma (Attachment 4) indicates a gap of approximately
$5,110,753. This gap will be funded as follows: $3,600,000 of Neighborhood Stabilization Program
(NSP) funds, approximately $1,457,478 of HOME funds, and approximately $53,275 from the Housing
Trust Fund.

As part of the financing plan, Housing Commission staff is proposing that the NSP funds be utilized
under the “25 percent set-aside” activity benefitting families whose incomes do not exceed 50 percent of
the Area Median Income (currently $41,300 for a family of four). It is a statutory requirement of the
NSP program that at least 25 percent of the total grant amount of $9,442,370 be made available to these
low-income households.

Significant to consideration of this recommendation is that these set-aside funds must be obligated by
September 2, 2010, or HUD will recapture the entire NSP grant in the amount of $9,442,370.

PREVIOUS COUNCIL and/or COMMITTEE ACTION:
The Housing Commission approved all of the recommendations herein on March 19, 2010.

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:

Affirmed Housing received a unanimous vote of support from the North Park Planning Subcommittee of
the North Park Planning Group, and is scheduled to make a presentation to the North Park Planming
Group on March 16, 2010,

ENVIRONMENTAL REVIEW:
This project is exempt from the California Environmental Quality Act (CEQA) pursuant to State CEQA
guidelines Section 15326 (acquisition of housing for housing assistance programs) and 15332 (in-fill

development). The proposed activity is determined to be Categorically Excluded under the National
Environmental Policy Act pursuant to 24 CFR 58.35(a}(6).

KEY STAKEHOLDERS & PROJECTED IMPACTS:

Stakeholders include Affirmed Housing Group, as the general partner of a to-be-formed tax credit
limited partnership, which will become the owner and borrower, and the North Park neighborhood.
Development of the property is expected to have a positive impact on the community because it will
finally complete a construction “skeleton” that has been dormant for two years and because it will
provide much-needed rental high quality units affordable to low-income and very low-income families.
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Submitted by, Approved by,
it gl 7 ;}&/ *m\%\. u:‘if:—-" ¢ .. .
S0, Lawrence Clemens " Carrol M. Vaughan |
Senior Vice President Executive Vice President & Chief
Operating Officer

Attachments:

1. Location Map

2. Photo

3. Developer’s Disclosure Statement

4. Project Proforma

5. Project Schedule

6. Multifamily Bond Program Summary

A copy is available for review at the Housing Commission offices Jocated at 1122 Broadway, Suite 300
and at the offices of the City Clerk located on the 2™ floor of 202 “C” Street.

Information: J. Lohla (619) 578-7595
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b San Diego
A o fous NGgCOMMiSSIGN

Real Esfate Department

DEVELOPER'S STATEMENT FOR PUBLIC DISCLOSURE
(add extra sheets if you need more space)

1. Name of developer: Georgia Street, LP, a to-be~formed California limited partrership
as a single asset entity, with Affirmed Housing Group, Inc., a Delaware corporation, its General
Pariner,

Z. Address, phone number and ZiP Code: 13520 Hvening Creek Drive North, Suite 360
San Diego, CA 92128
{838} 679-2828

3. IRS Number of Developer: Affirmed Housing Group, Inc. FEIN 26-0812994, The
partnership is yet to be formed with no IRS number available as of this date.

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

gs;

A corporation

A nonprofit or charitable institution or corporation

%A partnership known as: _Georgla Street, LP, 2 to-be-formed California LP

A business association or a joint venture known as

A Federal, State or local government or instrumentality thereof.

Uther (explain)

5 If the developer is not an individual or a government agency or instrumentality, give date
of organization: To-be-formed

5. Names, addresses, phone numbers, title of position (if anv} and nature and extent of the
interest of the officers and principal members, shareholders, and investors of the
developer, other than a government agency ot ingtrumentality, are set forth as follows:

a. If the developer is a corporation, the officers, direciors or trustees, and each
stockholder owning more than 10% of any class of stock, James Siiverwood, sele
member of the Board of Directors for Affirmed Housing Group, Inc. There are no
other individuals with capacity as officer, divector, trustee or stockholder,

1122 Broadway - Sulte 300 + San Diego CA 92101 « V, 619.578.7556 « F. 19.578,7358 » www.sdhe.arg
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b. If the developer is a nonprofit or charitable institution or corporation, the
members who constitute the board of trustees or board of directors or similar
governing body. N/A

c. If the developer is a partnership, cach partner, whether a general or limited
pariner, and either the percent of interest or a description of the character and
extent of interest. Affirmed Housing Group, Inc. as the General Partner acting in
an administrative capacity of the development and James Silverwood as Hmited

pariner.
4. If the developer is a business association or 2 joint venture, each participant and
iy d
either the percent of interest or a description of the character and extent 6f

Interest, MN/A

&. if the developer is some other entity, the officers, the members of the governing
body, and each person who has an interest of more than 1§%. N/A

Position Title (if any} and percent of
interest or description of character

Name, Address & Zip Code FPhone Number and extent of interest
7. MName, address and nature and extent of interest of each person or entity (not namad in

response to Hem §) who has g beneficial interest In any of the shareholders or investors
named in response io Item 6 which gives such person or entity more than a computed
10% interest in the developer (for example, more than 20% of the stock in a corporation
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10,

I,

which holds 50% of the stock of the developer; or more than 50% of the stock in a
corporation which holds 20% of the stock of the developer): N/A

Name, Address and Description of character and
Zip Code _extent ¢f interest

Names (if not given above) of officers and directors or trustees of any corporation or firm
listed under Item 6 or Item 7 above: N/A

is the developer a subsidiary of or affiliated with any other corporation or corporations or
any other firm or firms? If yes, list each such corporation or firm by name and address,
specify its relationship to the developer, and identify the officers and directors or trustees
common to the developer and such other corporation or firm. No.

I funds for the development are to be obtained from sources other than the developer's
own funds, a siaternent of the developer's plan for financing the development:
See attached exeoutive summary from proforma.

Sources and amount of cash available to developer to meet equity requirements of the
proposed undertaking:

a. In banks:
Name, Address snd ZIP Code of Bank £ Amount
Citibank $400,000

1505 E. Valley Parkway
Escondida, CA 92027

b. By loans from affiliated or associsted corporations or firms:

MName, Address and ZIP Code of Source § Amount

c. By sale of readily salable assets:
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12,

13.

14,

3.

i6.

Description Market Value Mortgapes or Liens

MName and addresses of bank references:
Waheed Karim

US Bank

4747 Executive Drive, Third Floor

San Diego, CA 92121

Has the developer or any of the developer's officers or principal members, shareholders
or investors, or other inferested parties filed & bankruptey or receivership case or had a
bankruptey or receivership action commenced againat them, defaulted on a loan, or been
foreclosed against within the past 10 years? Yes  No_ x

Ifyes, give date, place, and under what name,

Has the developer or anyone referred to above as “principais of the developer” been
indicted for or convicied of any felony within the past 20 years? Yes No _x

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

Undertakings, comparable to the proposed project, which have been completed by the
developer including identification and brief description of each project and date of
completion: See attached developer experience form.

If the developer or a parent corporation, a subsidiary, an affiliate, or a principal of the

developer is to participate in the development as 3 construction coniractor or builder: No,
/A,

a. MName and address of such contractor or builder:

b. Has such contractor or builder within the last 10 years ever failed to qualify as 2
responsible bidder, refused to enter info a contract éfier an award has been made,
or failed to complete a construction or development contract? Yes No

if yes, explain:
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7.

I8,

c. Total amount of construction or development work performed by such contractor
* or builder during the last three years: §

General description of such work:

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

Identification of Date to be

Contract or Development Location Arount Completed

e. Outstanding construction-contract bids of such contracior or builder:
Awarding Agency Amount Date Qpensd

Brief statement respecting equipment, experience, financial capacity, and other resources
available to such contractor or builder for the performance of the work invelved in the
proposed project, specifying pamculariy the qualifications of the personnel, the nature of
the equipment, and the peneral experience of the contractor: General Contractor yet to be
selected for construction. Development will be competitively bid and awarded to
responsible contractor with capacity to complete development. ‘

Does any member of the govering body of the San Diego Housing Commission, to
which the accompanying proposal is bcmg made, or any officer or employee of the San
Diego Housmg Commission who exercises any functions of réesponsibilities in cormection
with the carrying out of the project covéred by the developer's proposal, have any direct
or indirect personal financial interest in the developer or in the proposed contractor?
Yes No_ x

If yes, explain,
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19.  Statements and other evidence of the developer's qualifications and financial
responsibility (other than the financial statement referred to in Mem 10) are attached
hereto and hereby made a part hercof as follows: 2007 & 2008 Financial Statements for
Affirmed Housing Group, Ine.
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CERTIFICATION

1, Nicki Cometa, certify that this Developer's Statement for Public Disclosure and the
ztiached evidence of the developer's qualifications end financial responsibility, including
financial statements, are true and correct to the best of my knowledge and belief,

Date:  Mareh 1. 2010

G [ Bngt

Signatire

Tithe: CEQ

Address & ZTP Code

13520 Evening Creel Drive North, Ste 360

Son Drepe, CA 92128

Date:

Signatirs

Tifles
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6255 Lusk Blvd., Suite 150, San Diego, CA 92121

Matranga & Rilevy

An Accountancy Corporation

ACCOUNTANTS REVIEW REPORT

To the Board of Directors
Affirmed Housing Group
San Diego, California

We have reviewed the accompanying consolidated balance sheet of Affirmed Housing Group,
(a California corporation), as of November 30, 2008, and the related consolidated statements
of retained earnings, income, and cash flows for the year then ended, in accordance with
Statements on Standards for Accounting and Review Services issued by the American
Institute of Certified Public Accountants. All information included in these financial statements
is the representation of the management of Affirmed Housing Group

A review consists principally of inquiries of company personnel and analytical procedures
applied to financial data. It is substantially less in scope than an audit in accordance with
generally accepted auditing standards, the objective of which is the expression of an opinion
regarding the financial statements taken as a whole. Accordingly, we do not express such an
opinion.

Based on our review, we are not aware of any material modifications that should be made to
the accompanying consolidated financial statements in order for them to be in conformity with
generally accepted accounting principles.

QOur review was made for the purpose of expressing limited assurance that there are no
material modifications that should be made to the financial statements in order for them to be
in conformity with generally accepted accounting principles. The information included in the
accompanying schedules of cost of sales and operating expenses are presented only for
supplementary analysis purposes. Such information has been subjected to the inquiry and
analytical procedures applied in the review of the basic consclidated financial statements, and
we are not aware of any material modifications that should be made to them.

2]

Matran

San Diego, California
January 22, 2010

[858] 558-8100 {

[858] 558-8200 &3 www.jmcpafirm.com



AFFIRMED HOUSING GROUP
CONSOLIDATED BALANCE SHEET
NOVEMBER 30, 2009

ASSETS

Current Assets
Cash % 835,051
Accounts receivable (Note B) 708,004
Project advances 1,848,719
Accrued interest 109,888
Loan receivable-other 11,834
Prepaid taxes (Note F) 611
Total Current Assets 3,815,198
Property and Equipment; net (Note C) 14,136

Other Assets

- Loans to projects 169,780
Development fees recelvable : 4 959,632
Land 2,119 858
Total Assets $ 10,878,602

See accountants’ review report and accompanying notes tothe consolidated financial
statements.
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AFFIRMED HOUSING GROUP
CONSOLIDATED STATEMENT OF RETAINED EARNINGS
FOR THE YEAR ENDED NCOVEMBER 30, 2009

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities

Accounts payable 33,596
Pension plan payable {Note G) 72,000
Current portion of long term debt (Note E) 5,146
Total Current Liabilities 110,742
Non-Current Liabilities
Notes payable (Note E) 4083
CRA Predevelopment Loan (Note D) 2,283,584
Notes payable-other 225,000
Shareholder advance 59,235
Investment in partnerships 1,888,382
Deferred tax liability (Note F) 333,000
Total Non-Current Liabilities 4774287
Total Liabilities 4,885,029
Shareholders' Equity
Common stock - 100,000 shares authorized,
1,000 issued and outstanding 2,000
Retained earnings 5,991,573
Total Shareholders' Equity 5,693,573
Total Liabilities and Shareholders' Equity 10,878,602

See accountants’ review report and accompanying notes to the consolidated financial

statements.
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AFFIRMED HOUSING GROUP
CONSOLIDATED STATEMENT OF RETAINED EARNINGS
FOR THE YEAR ENDED NOVEMBER 30, 2009

RETAINED EARNINGS, DECEMBER 1 $ 5875322
NET INCOME 146,251
DIVIDENDS (130,000)
RETAINED EARNINGS, NOVEMBER 30 § 5091573

See accountants’ review report and accompanying notes to the consolidated financial
statements.
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AFFIRMED HOUSING GROUP
CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED NOVEMBER 30, 2009

Net Sales $ 2,455,280
Cost of Sales 324,239
Gross profit 2,131,041
Operating Expenses (Schedule A) 1,483,075
Income (loss) from operations 647,966

Other Income (Expenses)

Officers’ salaries (405,600)
Partnership income (loss) (158,153)
Interest income 89,960
Interest expense (1,598)
Depreciation (3,135)

Total other income (expenses) (478,526)

income (loss) before provision for income taxes 169,440

Provision for income Taxes (Note F)

State tax 14,978
Federal tax ‘ 8,211
Net Income (Loss) 3 146,251

See accountants’ review report and accompanying notes to the consolidated financial
statements.
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AFFIRMED HOUSING GROUP
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED NOVEMBER 30, 2008

Cash Flows from Operating Activities:

Cash received from customers $ 2,589,457
Cash paid to suppliers and employees (2,360,355}
Interest paid (1,598)
Income taxes paid (18,647)
Interest income _ 25,110
Net cash provided by operating activities 233,967
Cash Flows from Investing Activities:
Purchase of land (2,000,000}
Net cash (used) by investing activities {2,000,000)
Cash Flows from Financing Activities:
Prinicpal payments on notes payable (#,3486)
Borrowings on notes payable 2,288,504
Dividends paid {130,000y
Net cash provided by financing activities 2,154,248
Net Increase in Cash and Cash Equivalents 388,215
Cash and Cash Eguivalents at December 1, 2008 446, 836
Cash and Cash Equivalents at November 30, 2009 $ 835,051

See accountants’ review report and accompanying notes to the consolidated financial
statements.
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AFFIRMED HOUSING GROUP
CONSOLIDATED STATEMENT OF CASH FLOWS (Cont.)
FOR THE YEAR ENDED NOVEMBER 30, 2008

Reconciliation of Net income t{o Net Cash provided
by Operating Activities: -
Net Income(l.oss) $ 146,251

Adjustments to Reconcile Net Income to Net Cash
(Used) by Operating Activities:

Depreciation expense 3,135
(Increase) Decrease in accounts receivable/developer fees 134,177
(Increase) Decrease in employee advances/other (6,834)
(Increase Decrease in accrued inferest (64,850)
(Increase) Decrease in prepalid taxes 25,742
(Increase) Decrease in project advances (660,966}
{Increase) Decrease in shareholder advance 355,000
(Decrease) Increase in accounts payable 24 443
(Decrease) Increase in pension plan payabie (400)
(Decrease) Increase in deferred tax liability {22,000)
(Decrease) Increase in investment in partnerships 300,269

Net cash provided by operating activities 3 233,967

See accountants’ review report and accompanying notes to the consolidated financial
statements.
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AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Affirmed Housing Group, a California
corporation, (the "Company") is presented to assist in understanding the Company's financial
statements. The financial statements and notes are representations of the Company's
management who is responsible for their integrity and objectivity. These accounting policies
conform to generally accepted accounting principles and have been consistently applied in the
preparation of the financial statements.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and Affirmed
Housing Group, Inc. All intercompany transactions have been eliminated in this consolidation.

Business Activity

The Company was incorporated on December 18, 1980 under the laws of the State of
California, and its principal business is the development of affordable apariment complexes.

Method of Income Recognition

The accounting records of the Company are maintained on the accrual basis. Accordingly,
revenues are recorded in the period in which they are earned, and expenses are recorded in
the period in which they are incurred. The effect of evenis on the business is recognized as
services are rendered or consumed rather than when cash is received or paid.

The accounting records are maintained using the accrual method for financial reporting
purposes and the completed contract method for income tax reporting purposes.

The company reports its developer fee project revenue on the percentage of completion
method of accounting. The percentage complete is based on a contractually determined set of
milestones with the customer. As various milestones are met, a percentage of the developer
fee is accrued.

Statement of Cash Flows — Cash Equivalents

For purposes of the statement of cash flows, the corporation considers all highly liquid debt
instruments purchased with an original maturity of three months or less o be cash equivalents.

Impairment of Long-Lived Assels

In accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived
Assets, the Company periodically reviews the recoverability of the carrying value of long-lived
assets for impairment whenever events or circumstances indicate that their carrying value may
not be recoverable. Recoverability of the assetis is determined by analysis of the assets’ fair
value comparing the forecasted future undiscounted cash flows from operations to which the
assets relate. [f the carrying value is determined not be recoverable from future operating
cash flows, the assets are deemed impaired and an impairment loss is recognized equal to the
amount by which the carrying amount exceeds the estimated fair value of the assets. No such
impairment was recorded for the year ended November 30, 2009.

See accountants’ review report
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AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Property and Equipment

Property and equipment is stated at cost and depreciated over the estimated useful lives of the
assets (3 to 39 years) using the Modified Accelerated Cost Recovery System (MACRS)
method. Leasehold improvements are depreciated over the useful lives of the assets.
Maintenance and repairs that do not extend the useful life of the assets are charged to
expense as incurred. Upon the retirement and other disposition, the property and related
accumulated depreciation are removed from the accounts and any resulting profit or loss is
credited or charged to income.

thcome Taxes

The Company accounts for income taxes in accordance with Statement of Financial
Accounting Standards No. 109, Accounting for Income Taxes (the "Statement’). The
Statement provides that deferred income taxes are recognized for the tax consequences in
future years for differences between the tax bases of assets and liabilittes ("temporary
differences") and their financial reporting amounts at each year and based on enacted tax laws
and statutory rates applicable to the periods in which the temporary differences are expected
to effect taxable income. Valuation allowances are established when necessary fo reduce
deferred tax assets to the amount expected to be realized.

Leases

Leases are classified as either capital or operating leases. Leases that substantially transfer
all of the benefits and risk of ownership of property to the Company are accounted for as
capital leases. At the time a capital lease is entered into, an asset is recorded together with its
related long-term obligation to reflect the acquisition and financing. Rental payments under
operating leases are expensed as incurred. As of November 30, 2009, all of the Company’s
lease agreements have been properly classified.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affec: the reported
amounts of assets and liabifities, the disclosure of contingent assets and liabilities at the date
of financial statements, and reported amounts of revenues and expenses during the period.
Actual results could differ from those estimates.

Project Advances

Project advances represent all costs incurred and advanced on current projects in process.

See accountanis’ review report
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AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

Investments in Partnerships and Joint Ventures

The Company's investment in the construction joint venture is accounted for by the cost
method.

L_oans to Projects

Loans to projects represent advances o partnership investments.

Development Fees Receivable

Development fees receivable represent deferred fees earned on completed contracts.

Fair Value of Financial Instruments

Effective January 1, 2009, we adopted the provisions of FASB ASC 820-10 which provides a
framework for measuring fair value under GAAP. It defines fair value as the exchange price
that would be received for an asset or paid to transfer a liability (an exit price) in the principal or
most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. 1t requires that valuation techniques maximize the use
of observable inputs and minimize the use of unobservable inputs. It also establishes a fair
value hierarchy, which prioritizes the valuation inputs into three broad levels.

There are three general valuation techniques that may be used to measure fair value, as
described below:

A) Market approach — Uses prices and other relevant information generated by market
transactions involving identical or comparable assets or liabilities. Prices may be
indicated by pricing guides, sale transactions, market trades, or other sources;

B) Cost approach — Based on the amount that currently would be required to replace the
service capacity of an asset (replacement cost); and

C) Income approach — Uses valuation techniques to convert future amounts to a single
present amount based on current market expectations about the future amounts
(includes present value techniques, and option-pricing models). Net present value is an
income approach where a stream of expected cash flows is discounted at an
appropriate market interest rate.

Following is a description of valuation methodologies used for assets and liabilities recorded at
fair value and for estimating fair value for financial instruments not recorded at fair value.

Cash and Cash Equivalents. The carrying amount is a reasonable estimate of fair vaiue.

Accounts Receivable, Prepaid Expenses and Loans Receivable, The carrying value of
accounts receivable, prepaid expenses and loans receivable approximates the fair
value due to the short-term nature of these instruments.

See accountants’ review report
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AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30,2009

Fair Value of Financial Instruments (Cont.)

Accounts Payable and Accrued Expenses. The carrying value of accounts payable and
accrued expenses approximates the fair vaiue due to shortterm nature of these
instruments.

Notes Payable. The carrying amount is a reasonable estimate of fair value as interest
rates and interest rates on short-term and long-term borrowings have not changed
significantly from interest rates for similar loans at November 30, 2008.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to credit risk principally consist of
cash and cash equivalents and accounts receivable.

The Company performs ongoing credit evaiuations of its customers and generally does not
require collateral, As of November 30, 2008, the Company has established provisions for
potential credit losses and sales returns that are reasonably expected to be incurred.

The Company, at times during operations, has bank account balances which exceed
$250,000. The Federal Deposit Insurance Corporation (FDIC) insures only $250,000 of funds.
The Company has not experienced any losses in such accounts and believes it is not exposed
to any significant credit risk as to cash and cash equivalents.

NOTE B - ACCOUNTS RECEIVABLE

Accounts receivable consist of at November 30:

Trade receivables $ 709,094
Less: Allowance for doubtful accounts 0 |
Total Accounts Recaivable S 709,004

Trade accounts receivable are stated at the amount management expects fo collect from
balances outstanding at year-end. Based on management’s assessment of the credit history
with customers having outstanding balances and current relationships with them, it has
concluded that realization losses on balances outstanding at year-end will be immaterial.

See accouniants’ review report
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AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2000

NOTE C - PROPERTY AND EQUIPMENT

Property and equipment are carried at cost. Depreciation is provided using the Modified
Accelerated Cost Recovery System for financial reporting purposes and income tax reporting
purposes, based on estimated useful lives of five to thirty nine years. Expenditures for
maintenance and repairs are charged tc expense as incurred.

The components of net property and equipment are as follows:

Property and equipment $ 72,238

Trucks and autos 33,518

Less: Accumulated depreciation (81,621)
Property and Equipment, net 5 14,136

Depreciation expense for the year ended November 30, 2009 was $3,135.00

NOTE D — CRA PREDEVELOPMENT LOAN

Note payable - CRA consists of the foliowing:

$2,500,000 note payable, dated January 21,
2009 to the Community Redevelopment
Agency of the City of Los Angeles, California
and secured by the property at Yale Street
in Los Angeles. The note bears interest at
3% per annum on the principal amount
outstanding from the date of disbursement
until paid. The loan shall be due and
payable on the eariiest of January 21, 2011

or the commencement of construction. $ 2,500,000
Funds not yet disbursed _ (236,408)
Note payable 2,263,594
Less current portion 0
Note payable - net of current portion $ 2,283,594

See accountants' review report
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AFFIRMED HOUSING GROUP
NOTES TC THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2009 '

NOTE D — CRA PREDEVELOPMENT LOAN (Cont.)

Future minimum principal payments are as follows:

Year ending November 30; Total
2010 3 0
2011 _ 2,263,504
2042 0
2013 0
2014 0

Total $ 2,283,594

NOTE E - NOTES PAYABLE

Notes payable consists of the following:

Note payable to North County Credit dated
July 2007, interest at 6.74%, due in monthly
payments of $465.03, secured by the

vehicle, and due July 2011, 3 9,239
Less current portion (5,148}
Notes payable - net of current portion 3 4,093

See accountants' review report
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- AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2009

NOTE E - NOTES PAYABLE (Cont.)

Future minimum principal payments on notes payable are as follows:

Year ending November 30: Total
2010 $ 5,146
2011 4,083
2012 0
2013 0
2014 0

Total $ 9,239

NOTE F - INCOME TAXES

Income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related primarily to
diffarences between the basis of accounts receivable, accounts payable, depreciable property
and equipment and amortization, for financial and income tax reporting. The deferred tax
assets and liabilities represent the future tax return consequences of those differences, which
will either be taxable or deductible when the assets and liabilities are recovered or settled.

The components of income taxes are as follows:

(Receivable)

Total Paid Payable
Current tax expense:
U.S. federal $ 18,368 $ 18,000 $ 368
State 26,821 27,800 (979)
3 45,189 3 45 800
Total income taxes payable ' $ (611)
Deferred tax expense following:
U.S. federal $  (10,157)
State tax (11,843}
Total deferred {22,000}

Total tax provision (benefit) $ 23,189

See accountants’ review report
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AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2009

NOTE F - INCOME TAXES (cont,)

Realization of deferred tax assets is dependent upon sufficient future taxable income during
the period that deductible temporary differences are expected to be available to reduce taxable
income. :

Significant components of the Company’s net deferred tax asset and liability are as follows as
of November 30.

Completed contract $ 333,000

Non-current deferred tax liability - net $ 333,000

Income tax expense consists of the following for the year ended November 30:

Current:
Federal % 18,368
State 26,821
Total current 45 189
Deferred:
Federsal (10,157)
State (11,843)
Total deferred (22,000)
Total income tax expense $ 23,189

See accountants' review report
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AFFIRMED HOUSING GROUP
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
NOVEMBER 30, 2008

NOTE G~ PROFIT SHARING PLAN

The Company sponsors a profit sharing plan for all eligible employees. Company contributions
were $72,000 for the year ended November 30, 2009.

NOTE H - COMMITMENTS AND CONTINGENCIES

Contingencies

The Company is contingently liable as guarantor of limited partnership construction loans and
operating deficit loans.

Operating Leases

The Company leases it's office under a non-cancelable operating lease, which expires July 31,
2010. Rent expense under this lease was approximately $117,866.

Future minimum rental payments required under operating leases that have initiai or remaining
lease terms in excess of one year are as follows at November 30:

2010 $ 53,498
2011 0
2012 0
2013 0
2014 0
Thereafter 0
Total ' 3 53,498

NOTE | — DATE OF MANAGEMENT EVALUATION

Management has evaluated subsequent events through January 22, 2010, the date on which
the financial statements were issued.

See accountants’ review report
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Threshold Basis Limit

Unit Size ' Enit Basis Limit. Ne, OF Units

Basis x Mo, OF Units

Studio 184,639

261,613

504,839

243200 | 4 i

572,860

311,286 | 24

747,164

P [ [0 e

346,803 | -~ 8

o lem o [om [ fen ]

9,048,743

(2)*Plus () 20% basis adjustment for projects required to pay state or federal
prevailing wages. 0%

1,848,749

*()Plus (+} 7% basis adjustment for new construction prejects which are required fo
iprovide parking beneath residential units (but not “tuck under™ parking).

633,412

*eyPlus (+) 2% basis adjustment for prejects where a day care center is part of the
developient,

*(d)Plus (+) 2% basis adjustment for pru_]ects ‘where 10{) perccnt of the units are for
Special Needs pepulations.

i{e} Flus (+) 4% basis adgustment for projects applying under Section 10325 or -
_Sechcm 10326 of these regulations that sither, (2) exceed Title 24 standards by at
Heast 35%, or (b) includes 3 of the features in the section: Item (e} Features

361,956

(£} Plus {+) the lesser of the associated costs or up te a 15% basis adjustment for
projects requiring seismic upgrading of existing structores, and/or prajects
requiring toxic or other envirenmental mitigation as certified by the project
architect/sigineer + costs

{1} Plus (+), at the diseretion of the Executwe Directer, up i a maxiemm 5% hasxs
sdiustinent for prejects that include distributive energy technologies such as
_microturbines and/or renswable energy sources such as solar,

206,000

(h) Plus (+) local development imypact fees required te be paid to loca] government
entities, Certification from local eptities assessing fees also required.

30,0006

{i) Plus (+} 10% basis adjustment for pfaiects wherein at least 35% of the project’s upper
Hoor naits are serviced by an elevator.

() Plus (+) 1% basis adjustment for each 1% of units ¥ jncome -targeted to 50% to 36% of
AME

Aftordshic Units ;{ il‘ﬁt&i Affordable Units §3750% to 36% of AML i o2

3,619,497

() Flus (+) 2% basis adjustmment for each 1% of units income targeted (o S.J% of AMI
and below

Affordabie Units Total Affordable Units @ 35% of AMl o Below: | 0]

= Adjusted Threshold Basis Limit I

15,703,351 |,
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Permuneut Financing

List Below Al Projected Sowrces Of Funds, Including Grants, Land donations, deferred fes,

awaer equith, etc.

Tax Exempt Bonds I6 3 2,635,008
SBIC Loan (NSPAHOME+CBDG) 0 $ 5,110,753
Deferred Developer Fee 0 13 215,600
g 5 5
-4 § =
1]
g -
, . g
Total Permanent Fingneing ) 7,960,753
Tax Credit Equity k3 2,774,247
Total Sources af Project Funds 5 18,735,080 Geap -
i. MName of Lender/Source Lender
Street Address o Contact Name
City Siate CA Phone Number
Type of Fimancing Tax Exempt Bonds

Commilied

2, Name of Lender/Source

{ | [Not Committed

SDHC Loan (NSPHHOMEHCBDG)

Street Address Contact Name
City Phone Number
Type of Finaneing

! [ Committed

3. Mame of Lender/Source

Deferred Developer Fee

; iNat Committed

Strect Address

Contact Name

City o State

Phone Number

Type of Financing

% jConnnitte:é

4. Name of Lender/Source

i ) il Wot Committed

Street Address Contact Narme
City Phone Number
Type of Financing

l Committed

5. Wame of Lender/Seurce

[ |NetCommitied

Street Address

Contact Mame

City

Phone Number

Type of Finmcing' E

l 'Comﬁined

i lNat Cormitted
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BASIS, CREDIT AMOUNTS, OPERATING EXPENSES & INCOME (cont.)

Determination of Eligible and Qualified Basis

Tuotai Eligible Basis (from previous page)

Deduct From Eligible Basis:

Al Grant Proceeds Used to Finance Costs in Eligible Basis
Non-Qualified Non-Recourse Financing

Non-Qualifying Portion of Higher Quality Units

Historic Credit (on residential portion only}

Total Ineligible Amounts

Total Eligible Amount Voluntarily Exciuded

TOTAL BARIS REDUCTION

TOTAL REQUESTED UNADJUSTED ELIGIBLE BARIS

High Cogt Area Adjustment (Reg. Section 10327(d)(1))

TOTAL ADJUSTED ELIGIBLE BASIES
Applicable Fraction (frorn application page 11)

QUALIFIED BASIS

TOTAL COMBINED QUALIFIED BASIS

30% PVC for 30% PVC for
New Constraction Acquisition
/Rehabilitation

3 7,405,600 § 2,034,600
8. - $ -
g - 8 -
g - s ~
5 « 5 -
g - % -
g -
3 - % -
5  T405460 § 2,030,000
130% 100%
Tf applicable, otherwise 100%
% 9,616,500 § 2,036,500
X X
108% 108%
5 9,626,568 $ 2,038,008
g 14,658 50006

27242010



Betermination of Feders! Credit

New Constrwction/ Acguisition
Rehabilitation
%, Chuhifiod Basis b3 ‘3}626,‘5%]{3 $ 2,030,504
C2. Appticable Percentage® 4 TR % 3.40%
€3, Subtotal Anaual Federal Credit . FT3N & _ £9,0100 (1}
C4, Totd Corbined Anrual Federal Cradit & 396,323 {a-+ 1)

*Re-applications that locked it the applicable credit percentage must use the locked-in rate
(IRS TT» 8320, Section 1.42-8(s)(4)). All other re-applivations shall use the applicable credit
percentage as established pursuant to TCAC Regulation Section 10327(e).

Determination of Minimem Federal Credit Necessary For Feasibility

1. Total Projest Cost _ 5 10735008
D2, Permenent Finamolng (page 13), Excinding Equity from Tax Crodits {5 1965753 3
D3, Funding Gap (D1 - B2) 3 2274247
D4, Tex Credits Factor (Reg. Section 10327(e){4Y) 0.65 or 47T

He sure and use the bighest tax credit faotor in vonr caleslation.

Use the higher of the tax amdit factor Usted in vour vesiar's letter {attackonent 15)

or the mrinitem tax credit factors Usted below.

The muinrouem tax credit factor for projects applying wader Reg. Section 18326 is 0.65.

5. Total Credits Necessary for Feasibility (03 divided by 1M4) g KETk ea (13
D6, Ammual Federal Credit Wecessary for Feasibility (D5 divided by 16} 3 330
D7, Manbpore Avnogl Federal Credits {lesser of C4 o I6) 5 395313
D8, Equity Raised From Federal Credit {10 x D7 x D4) £ LITAIAT
9. Remufning Funding Gap (D3 - D4) 3 .

If Funding Gap Is Greater Than Zero The Praject Iz Not Feosible.

42010



Deternduation of Beete Credit

El. Qualified Basis 3 . Bsogson
% 033 *
(e 13 H fedorally subsidized)
E2. Tolal Stite Credit % 1,351,445

Beforminatinn of Misimoam State Credit Nocassary for Fensibility

Fl. State Credi{ Necessary for Feasibility (D9 divided by 14} & 1,251,445
F2, Maximum State Credit {losser o B2 or FTY 5 1281 445
F3. Progeeds ratsed from the state Crédiy (F2 maeltipliad by D4} g 7EG86T

I Line ¥3 is less thaw Line BY s project & not feexible,

2242010



Income Information
(BREAK OUT UNFT SIZES BY VARYING AFFORDABILITY LE VELS)

(a). () ]
7 Bedrooms b #of Unis ] 51
Low-Income Units _ _ 3 —
1bd 1% 762 1§ 762 | § 1218 774 50%
1bd 21% 9171 § 1,834 | & 128 929 | 60%
2 bd 2] 9131 $ 1,826 | & 151 % 928 50%
2bd 118 1,006 | § 1L0061S 1508 o 1021)  60%
Labd | 1048 ... 105618 10,560 | § 1708 LOT3[  50%
3 bd 141 % L1641 § 16,296 1 § 17 1,181 60%
Total # Units | 36| Total 5 32,284
EMizma:r‘g’em " nits
2 bd (Mer) 11 1,400 | $ 1,400
Total # Units 1 [Total -8 1,400
| Morker Rare Unirg
Total & Units | - iTotal 3 -
AGGREGATE MONTHLY RENTS
FOR ALL UNITS $ 33,684
x 12
AGGREGATE ANNUAL
RENTS FOR ALL UNITS (columm d): $ 404,208

272472010



Ineome Information (cont.)

Rental Subsidy Income/Operating Subsidy, if anp,
Wuomber of vnits recelving assistance

Length of contract (years)

Expiration date of contract

TOTAL PROJECTED ANNUAL RENTAL SUBSIDY

Miscellanecus Income

Annual Income from Laundry Facilities
Annug! Income from Vending Machines
Armuai Interest Income

Other Annual Income (Specify)

TGTAL MISCELLANEGUS INCOME

TOTAL ANNUAL POTENTIAL GROSS INCOME
{From Residentiz! Sources)

Commaercial Income
Annual Income from Professional Space

Annual Income from Commercial Space

TOTAL ANNUAL COMMERCIAL INCOME

$ -
& 2,784
) 4,000
§ 6,784
5 410,997
b "
by -
3 =

Monthly Resident Utility Altowance by Unit Size (utility aliewances must be itermized and
correlate with the PHA niility sllowance schedule form in attschment 6(C )

Space Heating 0 0 1 1 1 1

Water Henling 0 7 9. 14 14

Cooking 9 L i i 1

Liphting: ] 3 4 6

Cither { Specify ] _ )

TOTALS . - 12 1 15 17 2 -

Wame of PHA Providing Utitlity Allowances:

. 410/2008 San Disge Housiog Commission ntilzty ellowmee schedule

27242010




Anpual Residential Operating Expenses

General Administrative
Adveriising & Administrative S . 1,000
Legal 3 1,000
Accouting/Audit § 7,000
Securify 3 2,000
Other 3 5,000
Total General Adminisirative

Management Fee

Lhilities
Blectricity 5 5084
Gas 3 . 3400
Total Utilities ' '
Tetal Water/Sewer

Payroli/Payroll Taxes
On-site Manager § 3,600
Maintengnce Persommel 3 9,000
Cther 5 6,000
Total Payroll/Payroll Taxes
Totaf Fnsurance

Maintenance
Painting $ . 5,000
Repairs 5 5,068
Trash Removal 5 5008
Exterminating 3 2,600
Grounds & Parking 5 5,600
Elevator & Fire Monitoring $ 5,000
Ciher Mantenance 3 . -
Total Maintepance '

Other {specify}
Intermet _ ¥ 5,000
Bond Issuer fee 3 5,000

$ -

Tosal Otker

*TUTAL ANNUAL RESIDENTIAL GPERATING EXPENSES
WTOTAL NUMBER OF UNFTS IN PROJECT

ANNUAL (OPERATING EXPENSES PER UNIT (divide %*%)
TOTAL SERVICE AMENITIES BUDGET

YOTAL RESERVE FOR REPLACEMENT

TOTAL REAL BESTATE YAXES

Annual Commercial Operatizg Expenses
TOTAL COMMERCIAL SPACE EXPENSES
TOTAL ANNUAL COMMERCIAL DERT SERVICE

sam gHbeed

g 16,000
$ 23,008
$ 8,080
§ 10,008
$ 24,000
$ 16,000
$ 27,008
$ 10,080
$ 128,000
33
$ 4,129
$ 5,000
3 9,360
$ 15,000
157,360
g -
kY -

3z
32
226
65
161
516

w @ BT WD 4B

8 798

161

97
58
323

w wm W @

290
290
194
774
333

W on W WA

161
161
161

&5
6t

161

w B e e e

871

161
161

gy B ¥ B
2

313

$ 5074
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ATTACHMENT 6
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” bonds because the projects are
owned by private entities, often including nonprofit sponsers 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 or the Housing
Authority’s faith, credit or taxing power. The bonds do not constitute a general
obligation of the issuer becanse security for repayment of the bonds is limited to specific
private revenue sources, such as project revenues. The developer is responsible for the
payment of costs of issuance and all other costs under each financing.

Affordability: Minimum requirement is that at least 20% of the units are affordable at
50% of Area Median Income (AMI). Alternatively, a minimum of 10% of the units may
be affordable at 50% AMI with an additional 30% of the units affordable at 60% AMI.
The Housing Commission requires that the affordability restriction be in place fora
minirmum 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 mininnum 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
seeurity 1s 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 Pr.ocess:

= Inducement Resolution: The bond process is initiated when the issuer (Housing
Authority} adopts an “Inducement Resclution” 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 financing team to perform a due diligence
process. The Inducement Resolution does not represent any commitment by the

Housing Commission, Housing Authority, or the developer to proceed with the
{financing, '
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TEFRA Hearing and Resolution (Tax Equity and ¥iscal Responsibility Act of
1982): To assure that projects making use of tax-exempt financing meet
appropriate governmental purposes and provide reasonable public benefits, IRS
Code requires that a public hearing be held and that the issuance of bonds be
approved by representatives of the governmental unit with jurisdiction over the
area in which the project is located (City Council). This process does not make
the City financially or Jegally liable for the bonds or for the project.

[Note: It is uncommon for the members of the City Council to be asked to take
two actions at this stage in the bond process---one 1n their capacity as the City
Council (TEFRA hearing and resolution) and another as the Housing Authority
(bond inducement). Were the issuer (Housing Authority) a more remote entity,
the TEFRA hearing and resolution would be the only opportunity for local elected
officials to weigh in on the project.]

Application for Bond Allocation: The issuance of these “private activity bonds”
(bonds for projects owned by private developers, including projects with
nonprofit sponsors and for-profit investors) requires an allocation of bond issuing
authority from the State of California. To apply for an aflocation, an application
approved by the Housing Authority and supported by an adopted inducement
resolution and by proof of credit enhancement {or bond rating) must be filed with
the California Debt Limit Allocation Committee (CDLAC). In addition, evidence

Final Bond Approval: The Housing Authority retains absolute discretion over the
issuance of bonds through adoption of a final resolution authorizing the issuance.
Prior to final consideration of the proposed bond issuance, the project must
comply with all applicable financing, affordability, and legal requirements and
undergo all required planning procedures/reviews by local planning groups, etc.

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

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