
 

MEETING DATE:  June 20, 2025 HCR25-040 

SUBJECT: Supplemental Final Bond Authorization and Tax, Equity and Fiscal Responsibility Act 
Resolution for Sea Breeze Gardens Apartments 

COUNCIL DISTRICT: 4 

ORIGINATING DEPARTMENT:  Real Estate 

CONTACT/PHONE NUMBER: Jennifer Kreutter (619) 578-7709 

REQUESTED ACTION:  
Authorize the supplemental issuance of tax-exempt Housing Authority of the City of San Diego Multifamily 
Housing Revenue Bonds in the aggregate amount not to exceed $7,500,000 to fund Sea Breeze Gardens 
Preservation LP’s rehabilitation of Sea Breeze Gardens Apartments at 4802-4890 Logan Avenue in the 
Chollas Valley neighborhood in Council District 4, which consist of 266 units that will remain affordable for 
55 years for families earning 30 percent to 60 percent of San Diego’s Area Median Income, one of which 
is a restricted manager’s unit, and two unrestricted managers’ units. 

EXECUTIVE SUMMARY OF KEY FACTORS: 
• On April 12, 2024, and May 21, 2024, the SDHC Board (Report No. HCR24-044) and the Housing

Authority (Report No. HAR24-009; Resolution No. HA-2013), respectively, approved the issuance of
tax-exempt Multifamily Housing Revenue Bonds in the aggregate amount not to exceed $75,000,000
to facilitate the acquisition and rehabilitation of Sea Breeze Gardens.

• On April 12, 2024, the SDHC Board also held a duly noticed 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 $75,000,000. On May 21, 2024,
the City Council approved the issuance of tax-exempt Multifamily Housing Revenue Bonds.

• On June 14, 2024, $75,000,000 of tax-exempt bonds were issued. Following the issuance, the
rehabilitation of the property commenced on June 17, 2024, when the Notice to Proceed was issued.

• In fall 2024, the developer asked SDHC to submit a $7,500,000 supplemental tax-exempt bond
application to CDLAC. This would increase the tax-exempt bond allocation from $75,000,000, which
was approved in early 2024, to $82,500,000 for Sea Breeze Gardens Apartments.

• The developer, Lincoln Avenue Communities (LAC), stated the supplemental request was made due to
construction cost increases and additional hard costs relating to unforeseen circumstances discovered
during the construction process.

• On April 25, 2025, the SDHC Board (Report No. HCR25-018) approved taking preliminary steps to
authorize the issuance of up to $7,500,000 of tax-exempt Multifamily Housing Revenue Bonds to finance
the acquisition and rehabilitation of Sea Breeze Gardens and held a Tax Equity and Fiscal Responsibility
Act (TEFRA) public hearing pursuant to Section 147(f) of the Internal Revenue Code of 1986.

• The SDHC Board is authorized to hold TEFRA hearings pursuant to Multifamily Mortgage Revenue
Bond Program Policy Amendments the Housing Authority approved March 9, 2021 (Report No.
HAR20-043; Resolution No. HA-1906).

• On May 22, 2025, SDHC Staff submitted a supplemental application to CDLAC on behalf of LAC for
Sea Breeze Gardens. May 27, 2025, CDLAC approved a $7,500,000 tax-exempt bonds allocation, and
CTCAC approved a 4 percent tax credits allocation.

• Construction is projected to be complete by December 31, 2025.

EXECUTIVE SUMMARY 
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REPORT 
DATE ISSUED:  June 12, 2025  REPORT NO: HCR25-040 

ATTENTION: Chair and Members of the San Diego Housing Commission Board of Commissioners
For the Agenda of June 20, 2025 

SUBJECT: Supplemental Final Bond Authorization and Tax, Equity and Fiscal Responsibility 
Act Resolution for Sea Breeze Gardens Apartments 

COUNCIL DISTRICT: 4 

REQUESTED ACTION     
Authorize the supplemental issuance of tax-exempt Housing Authority of the City of San Diego  
Multifamily Housing Revenue Bonds in the aggregate amount not to exceed $7,500,000 to fund Sea 
Breeze Gardens Preservation LP’s rehabilitation of Sea Breeze Gardens Apartments at 4802-4890 
Logan Avenue in the Chollas Valley neighborhood in Council District 4, which consist of 266 units that 
will remain affordable for 55 years for families earning 30 percent to 60 percent of San Diego’s Area 
Median Income, one of which is a restricted manager’s unit, and two unrestricted managers’ units. 

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

Housing Authority 
1) Authorize the supplemental issuance of tax-exempt Multifamily Housing Revenue Bonds in an

aggregate amount not to exceed $7,500,000 to facilitate Sea Breeze Gardens Preservation LP’s
rehabilitation of Sea Breeze Gardens Apartments, at 4802-4890 Logan Avenue in the Chollas
Valley neighborhood in Council District 4, which will consist of 266 units that will remain affordable
for 55 years for families earning between 30 percent to 60 percent of San Diego’s Area Median
Income (AMI), one of which is a restricted manager’s unit, and two unrestricted manager’s units.

2) Authorize SDHC’s President and Chief Executive Officer (President and CEO), or designee, to
execute any and all documents that are necessary to effectuate the transaction and implement
these approvals in a form approved by the General Counsel of the Housing Authority and of
SDHC 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.

City Council 
Adopt a Tax Equity and Fiscal Responsibility Act (TEFRA) resolution approving the supplemental 
issuance of tax-exempt Multifamily Housing Revenue Bonds in an aggregate amount not to exceed 
$7,500,000 to facilitate Sea Breeze Gardens Preservation LP’s rehabilitation of Sea Breeze Gardens 
Apartments at 4802-4890 Logan Avenue in the Chollas Valley neighborhood in Council District 4, 
which will consist of 266 units that will remain affordable for 55 years for families earning 30 percent to 
60 percent of the San Diego Area Median Income (AMI), one of which is a restricted manager’s unit, 
and two unrestricted managers’ units. 
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SUMMARY 
 

Table 1 –Development Details 
 

Address 4802-4890 Logan Avenue, San Diego, CA 92113 
Council District Council District 4 
Community Plan Area Chollas Valley Neighborhoods Community Plan 
Developer Lincoln Avenue Communities (LAC) 
Development Type Preservation; Acquisition & Rehabilitation 
Construction Type Wood Frame (Type V), 36 two-story buildings, 1 commercial building, 1 

community clubhouse and 6 standalone laundry facilities 
Parking Type 294 parking spaces in a surface lot (263 residential stalls, 25 accessible stalls 

for people with disabilities, 6 van-accessible stalls for people with disabilities, 
and 6 commercial stalls). 

Local Amenities Mass Transit: Stop ID #11000 is immediately adjacent to the property’s 
parking lot. Stop ID #10629 is directly across the street. 
 
Grocery: Sundance market (0.2 of a mile from the property) 
 
Schools: Porter Elementary School (0.4 of a mile from the property) 
Harley Knox Middle School (0.1 of a mile from the property) 
Lincoln High School (1.0 mile from the property) 

Housing Type Affordable Family 
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 16.07 Acres 
Units 266 affordable units and two unrestricted manager’s unit 
Density 17 units/acre; (268 units ÷ 16.07 acres) 
Unit Mix 100 two-bedroom and 168 three-bedroom units 
Gross Building Area 271,809 square feet 
Net Rentable Area 250,600 square feet 
Affordable Units in 
Service by Council 
District  
 

Council District 4 includes 3,354 affordable rental housing units currently in 
service, which represents 12 percent of the 28,249 affordable rental housing 
units in service citywide. 

 
Background 
On July 21, 2023, the SDHC Board (Report No. HCR23-082; Resolution HC-1992) approved taking 
preliminary steps to authorize the issuance of up to $75,000,000 of tax-exempt Multifamily Housing 
Revenue Bonds to facilitate the acquisition and rehabilitation of Sea Breeze Gardens and held a Tax 
Equity and Fiscal Responsibility Act (TEFRA) public hearing pursuant to Section 147(f) of the Internal 
Revenue Code of 1986. 
 
On December 6, 2023, the California Debt Limit Allocation Committee (CDLAC) approved a 
$75,000,000 tax-exempt bonds allocation, and the California Tax Credit Allocation Committee 
(CTCAC) approved a 4 percent tax credits allocation. 
 
On April 12, 2024, and May 21, 2024, the SDHC Board (Report No. HCR24-044) and the Housing 
Authority (Report No. HAR24-009; Resolution No. HA-2013), respectively, approved the issuance of 
tax-exempt Multifamily Housing Revenue Bonds in the aggregate amount not to exceed $75,000,000 
to facilitate the acquisition and rehabilitation of Sea Breeze Gardens. 



June 12, 2025 
Final Bond Authorization and Tax Equity and Fiscal Responsibility Act Resolution for Sea Breeze Gardens  
Page 3  
 
 
On April 12, 2024, the SDHC Board also held a duly noticed 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 $75,000,000. On May 21, 2024, 
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 $75,000,000. 
 
On June 14, 2024, $75,000,000 of tax-exempt bonds were issued. Following the issuance, the 
rehabilitation of the property commenced on June 17, 2024, when the Notice to Proceed was issued. 
 
In fall 2024, the developer asked SDHC to submit a $7,500,000 supplemental tax-exempt bond 
application to CDLAC. This would increase the tax-exempt bond allocation from $75,000,000, which 
was approved in early 2024, to $82,500,000 for Sea Breeze Gardens Apartments. 
 
The developer, Lincoln Avenue Communities (LAC), stated the supplemental request was made due to 
construction cost increases and additional hard costs relating to unforeseen circumstances discovered 
during the construction process. Due to the age of the building, significant structural and electrical 
repairs and updates are needed in Americans with Disabilities Act (ADA) units and the clubhouse as 
well as additional structural repairs to metal stairs, building water shut-off valves and pressure 
reducing valves. The supplemental bonds will also be used to improve resident quality of life and 
project durability, including access control upgrades, resurfacing of bathtubs, new ceiling fans, grease 
shields, sink liners, and medicine cabinets in all units, implementation of solar panels, and free internet 
for all residents. Granite Communications & Security provides internet and cable in all units and 
community areas free of charge. The increase in the tax-exempt bond amount is needed to allow the 
project to continue to qualify for the receipt of 4 percent federal tax credits. Because the request is no 
more than 10 percent above the original tax-exempt bond allocation, CDLAC can approve 
administratively instead of requiring formal CDLAC board approval. 
 
On April 25, 2025, the SDHC Board (Report No. HCR25-018) approved taking preliminary steps to 
authorize the issuance of up to $7,500,000 of tax-exempt Multifamily Housing Revenue Bonds to 
finance the acquisition and rehabilitation of Sea Breeze Gardens and held a Tax Equity and Fiscal 
Responsibility Act (TEFRA) public hearing pursuant to Section 147(f) of the Internal Revenue Code of 
1986. 
 
The SDHC Board is authorized to hold TEFRA hearings pursuant to Multifamily Mortgage Revenue 
Bond Program Policy Amendments the Housing Authority approved March 9, 2021 (Report No. 
HAR20-043; Resolution No. HA-1906). 
 
On May 22, 2025, SDHC Staff submitted a supplemental application to CDLAC on behalf of LAC for 
Sea Breeze Gardens. May 27, 2025, CDLAC approved a $7,500,000 tax-exempt bonds allocation, and 
CTCAC approved a 4 percent tax credits allocation.  
 
The Development 
Sea Breeze Gardens Apartments at 4802-4890 Logan Ave. is an existing multifamily affordable 
housing development on approximately 16.07 acres in the Chollas Valley neighborhood of San Diego. 
A site map is Attachment 1. It is about 6.5 miles east of downtown San Diego, just east of Interstate 
805, steps away from a public bus stop and within walking distance to parks, schools and convenience 
stores. Sea Breeze Gardens Apartments was originally constructed in 1968 and underwent a Low-
Income Housing Tax Credit (LIHTC) rehabilitation in 2008. In addition, 100 percent of the affordable 
units are covered by a Project-Based Section 8 contract administered by Los Angeles LOMOD 
Corporation. The development consists of 268 units (two- and three-bedroom units) across 36 two-
story, garden-style buildings, as well as a standalone clubhouse, playground, six laundry facilities, and 
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a commercial space occupied by Children of the Rainbow. Children of the Rainbow is a childcare 
provider that operates Monday – Friday from 6 a.m. – 6 p.m. and accepts children up to 5 years old. 
The commercial space improvements will include accessible site path and roofing improvements. No 
bond proceeds will be used for the rehabilitation of the commercial space. All rehabilitation of the 
commercial space will be funded by the Seller Carryback Note. 
 
Westview Garden Partners Ltd. acquired Sea Breeze Gardens Apartments in December 2021. At the 
resyndication closing, Sea Breeze Preservation LP purchased Sea Breeze Gardens Apartments. FPI 
Management Company manages the property, and Pacific Housing Inc. provides resident services. 
Sea Breeze Gardens Apartments has been well-managed and is currently 95 percent occupied; 
however, rehabilitation is necessary to preserve the quality of the property’s affordable housing units, 
as stated in the Physical Conditions Report (PCR) dated June 30, 2023. 
 
The proposed rehabilitation with supplemental allocation will be in excess of the repairs categorized as 
immediate and short-term (one to three years) within the PCR, as the developer is proposing 
approximately $28.5 million of renovations to extend the property’s useful life and preserve the 
affordability term for a new 55 years. The scope will include, but is not limited to, new in-unit 
appliances, plumbing and lighting fixtures, flooring, cabinet and countertop replacement, full roof 
replacement, renovated community amenities, landscaping, and general site work repairs, including 
updates to meet current ADA accessibility requirements, new access control/fob and security camera 
system, solar panels, and free cable and internet for all residents. Sea Breeze Gardens Apartments 
currently provides ample on-site amenities, including a playground, six laundry facilities, controlled 
gated access, security patrol, and standalone leasing office with clubhouse. As part of the 
rehabilitation, all current amenities will be updated. Each unit is assigned one parking stall, while the 
remainder are first come, first serve for guests and staff. The entire parking lot will be slurry sealed and 
striped and will include 294 total parking spaces. A scope of proposed rehabilitation work is included 
as Attachment 2. 
 
Construction commenced on June 17, 2024, and is projected to be complete by December 31, 2025. 
The construction team mobilized and coordinated during the week of June 17, 2024, and began 
construction immediately. Laundry rooms electrical GFIs, title 24 devices, lighting and countertops 
have all been replaced. All roof shingles at the clubhouse, laundry buildings, and commercial space 
have been replaced. All ADA units and the community building renovation are nearly complete, 
including demolition, abatement, plumbing, backfill, concrete pour back, and non-structural framing. 
The team is currently in the process of re-piping throughout the community, replacing exterior lighting, 
water heaters, roof coating, and exterior paint. Total construction is about 60 percent complete as of 
early May 2025. 
 
Services 
Sea Breeze Gardens Apartments residents will continue to have access to a range of community 
services provided by Pacific Housing Inc. at no cost to the residents. The After School Connect (ASC) 
Program for children ranging from 7 to 12 years old includes tutoring, mentoring, homework 
assistance, music and art appreciation, arts and crafts, outdoor games and sports, cooking and 
nutritional education, pen pals and letter-writing skills, etiquette and social skill development, and 
confidence building exercises. The ASC Program will be available on weekdays throughout the school 
year. The Living Out Loud (LOL) program for teens ranging from 13 to 17 years old includes homework 
assistance, leadership development, community awareness, recreation, social skill development, and 
healthy lifestyles. Lastly, depending on the needs and interests of the members of the community, on-
site instruction will be offered throughout the year. 
 
Pacific Housing Inc.’s service coordinators will continue to work with residents individually through the 
use of a needs assessment/survey to determine how they can best be assisted. Residents are provided 



June 12, 2025 
Final Bond Authorization and Tax Equity and Fiscal Responsibility Act Resolution for Sea Breeze Gardens  
Page 5  
 
with information about available services in the community and help to access those services, such as 
utility discounts, clothing, and food assistance. 
 
Prevailing Wages 
The proposed development is not subject to payment of California State nor federal prevailing wages 
because the developer is not proposing to use either California State or federal financing that requires 
prevailing wages. 
 
Appraisal 
An appraisal of the subject site with an effective date of June 30, 2023, valued the property at 
$116,400,000. The appraisal was obtained by the developer and was conducted by CBRE Inc. 
 
Relocation 
In accordance with CTCAC regulation 10322(H)(28), the developer utilized a relocation consultant, 
Revival Development Services, to complete a comprehensive relocation plan to ensure no residents of 
Sea Breeze Gardens Apartments will be permanently displaced due to this rehabilitation. The 
development budget includes a $2,750,000 budget to temporarily relocate residents during 
rehabilitation at no cost to residents. 
 
The relocation team from Revival Development Services meets regularly with site property 
management and construction teams to ensure current and accurate information regarding renovation 
status and timing is communicated to residents. Each tenant has been interviewed to gather useful 
information for structuring each tenant’s individual relocation plan. This has helped the relocation team 
determine if reasonable accommodations are needed during the temporary relocation. Reasonable 
accommodations include the provision of transportation assistance, relocation to physically accessible 
sites near public transportation, and modifications to policies to allow individuals with disabilities to 
reside with a live-in aide. Expenses related to providing reasonable accommodations and meal 
stipends during the temporary relocation are included in the relocation plan. 
 
The renovations are moving sequentially from Building 1 to Building 36, with six units completed per 
week over 41 weeks. Units are started two at a time, with the top and bottom floor done 
simultaneously. Work on the typical unit has taken up to 15 days per unit to complete, while fully 
accessible ADA units have taken up to 30 days per unit to complete. The substantial rehabilitation has 
resulted in the temporary on-site, off-site relocation and the possible transfer to an already completed 
vacant unit. The clubhouse and other common spaces are furnished for the daytime use of the tenants 
who are temporarily displaced during their unit renovation, effectively serving as "hospitality suites" 
that provide tenants access to a bathroom, television, refreshments and entertainment options. It is 
estimated that no residents will be permanently relocated, and all will return to their original apartment 
home or another on-site comparable unit after the rehabilitation. 
 
As an alternative relocation solution, some residents may identify another household, such as a 
relative or friend, with whom they can reside during the rehabilitation period, which would allow them to 
effectuate their own relocation plan. 
 
Accessibility 
CTCAC requires wheelchair accessibility in 10 percent of the units, and 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 Sea Breeze Gardens 
Apartments units will be accessible in accordance with the ADA and Section 504. 
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Project Sustainability 
Sea Breeze Gardens Apartments will be renovated in conformance with CTCAC minimum energy 
efficiency standards. The development’s features will include Energy Star-rated efficient appliances 
and a solar component for the common area’s electrical load. Water efficiency and conservation has 
been incorporated into the development’s design, including low-flow fixtures and drought-resistant 
landscaping. 
 
Development Team  
The developer, Lincoln Avenue Communities (LAC), is an owner, developer, and investor in affordable 
housing. LAC's mission and goal is to provide and preserve affordable housing throughout 
communities across the country. LAC currently owns and operates over 30,500 units across 170 
different properties across 28 states. LAC has experience with numerous tax credit rehabilitations, 
taking part in the resyndication and accompanying rehabilitation of over 4,000 units. All have utilized 4 
percent Low-Income Housing Tax Credits and issuances of tax-exempt bonds, with a variety of 
financing sources.  
 
During the tax credit compliance period, Sea Breeze Gardens Apartments will be owned by Sea 
Breeze Gardens Preservation LP, a California limited partnership (a single-asset limited partnership), 
consisting of PacH Sea Breeze Holdings, LLC, an affiliate of Pacific Housing, Inc., as the Managing 
General Partner, and Sea Breeze Gardens GP LLC as the Co-General Partner. The tax credit limited 
partner will be Berkadia Affordable Tax Credit Solutions or its affiliate, with Berkadia Affordable 
Manager, LLC as a Special Limited Partner. (Attachment 3 – Organization Chart). 
 
                                   Table 2 Development Team Summary 

ROLE FIRM/CONTACT 
Developer Lincoln Avenue Communities 
Owner/Borrower Sea Breeze Gardens Preservation, LP 
Managing General Partner PacH Sea Breeze Holdings, LLC, an affiliate of Pacific Housing, Inc. 
Administrative General Partner Sea Breeze Gardens Preservation GP LLC 
Tax Credit Investor Limited 
Partner 

Berkadia Housing Partnership XI 2022 LP 

Architect Ebersoldt +Associates 
General Contractor      Paragon Construction Company 
Property Management FPI Management Company (FPI) 
Tenant Services Providers Pacific Housing, Inc. 
Construction Lender Sterling Bank 
Construction Bridge Lender Bridgewater Bank 
Construction/Permanent Lender Berkadia Commercial Mortgage LLC servicing on behalf of  

Freddie Mac 
                                 
Property Management 
Sea Breeze Gardens Apartments is managed by FPI Management Company. Established in 1968, FPI 
is a nationwide management company, with a management portfolio totaling approximately 74,000 
units in 18 states. It is experienced in property management, marketing, maintenance, renovations and 
tax credit developments. FPI currently manages 17 affordable housing developments for Lincoln 
Avenue Communities. 
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FINANCING STRUCTURE 
Sea Breeze Gardens Apartments has an estimated total development cost of $165,635,440 ($618,043 
per unit).  Financing will include a combination of sources as described in Table 3. The developer’s pro 
forma is included as Attachment 4 and summarized below. No SDHC cash loan funds are proposed for 
Sea Breeze Gardens. 
 

Table 3 – Sea Breeze Gardens Estimated Permanent Sources and Uses  
Permanent Financing Sources Amounts Permanent Financing 

Uses 
Amounts Per Unit 

Bond Financed Permanent Loan 
(Tax-Exempt)  

$75,000,000 Acquisition $116,400,000 $434,328 

Direct Taxable First Mortgage 
(Freddie Mac) 

22,250,000 Construction Cost 28,800,185 107,463 

GP Capital Contribution 200 Project Soft Costs 4,058,640 15,144 
Federal Tax Credit Equity 58,081,710 Tax Credit Fees 260,806 973 
Seller Carryback Note (Residential) 6,364,805 Bond Costs 686,250 2,561 
Seller Carryback Note 
(Commercial) 

228,000 Bridge Loan Costs 4,244,189 15,837 

Reserved Cash Flow 882,895 Permanent Loan Costs 1,863,512 6,953 
Solar 1,268,999 Construction Loan Costs 519,532 1,939 
Deferred developer fee 1,558,831 Closing Costs 370,059 1,381 
  Escrows and Reserves 2,217,436 8,274 
  Developer’s Fee 6,214,831 23,190 
     
Total Sources  $165,635,440 Total Uses $165,635,440 $618,043 

 
Developer Fee 
$6,214,831 – Gross developer fee 
- 1,558,831 – Minus deferred developer fee 
$4,656,000– Net cash developer fee 
 
The proposed developer fee complies with SDHC’s developer fee guidelines. 
 
Development Cost Key Performance Indicators 
SDHC 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 $165,635,440 ÷ 268 (units) $618,043 
Development Cost Per SQ FT (Gross) $165,635,440 ÷ 271,809 $609 
Development Cost Per SQ FT (Net) $165,635,440 ÷ 250,600 $661 
SDHC Subsidy Per Unit -- $0 
Acquisition Cost Per Unit $116,400,000 ÷ 268 (units) $434,328 
Gross Building Square Foot Hard Cost $28,800,185 ÷ 271,809 sq. ft. $106 
Net Rentable Square Foot Hard Cost $28,800,185 ÷ 250,600 sq. ft. $115 

 
The acquisition cost per unit of $434,328 is derived from the property consisting of 36 individual garden-
style buildings and all units being large family size at either two or three bedrooms. Additionally, when 
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analyzing the cost of acquisition alone, acquiring a leased-up building is generally more expensive than 
acquiring a vacant lot or a building that will be demolished due to its stable revenue stream and a 
decreased risk profile of an existing rent-producing building. 
 
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 years are listed in 
Table 5.   
 
These developments are similar in terms of rehabilitation, target population, and construction type and are 
provided as a comparison to the subject development.   
 

           Table 5 - Comparable Development Projects 
 
 

Project Name 

 
 

Year 

 
 

Units 

Total Development Cost  
Cost Per 

Unit 

 
HC Subsidy 

Per Unit 

Gross Hard 
Cost Per Sq. 

Ft. 

Net Rentable 
Total Cost Per 

Sq Ft 

Proposed Subject –       
Sea Breeze Gardens  

 
2024 

 
268 

 
$165,635,440 

 (w/o prevailing wage) 

 
$618,043 

 
$0 

 
$106 

 
$115 

Green Manor 
 

2024 149 $78,520,638 
(w/o prevailing wage) 

$526,895 $0 $139 $258 

Casa Nueva 2023 52 $27,896,931 
(with prev. wage) 

$536,479 $103,827 $196 $236 

 
TAX EXEMPT AND TAXABLE MULTIFAMILY HOUSING REVENUE BONDS  
 
Proposed Housing Bonds Financing  
SDHC 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. The Housing Authority previously issued $75,000,000 of its 
Multifamily Housing Revenue Bonds (Sea Breeze Gardens) Series 2024E for the project. Due to 
construction cost increases, the project is seeking additional tax-exempt bond financing to comply with 
the requirement for 4 percent tax credits that at least 50% of the project be financed with tax-exempt 
bonds. On April 25, 2025, prior to submitting applications to CDLAC, the proposed development was 
presented to the SDHC Board. A bond inducement resolution was obtained prior to the application 
submittal to CDLAC. On May 22, 2025, an application was submitted to CDLAC for a non-competitive, 
over-the-counter bond allocation of up to $7,500,000. On May 27, 2025, CDLAC approved the 
$7,500,000 bond allocation, and CTCAC approved an allocation of 4 percent tax credits. The 
developer proposes that the bonds be issued through a tax-exempt private placement bond issuance. 
The bonds will meet all requirements of SDHC’s Multifamily Housing Revenue Bond Program policy 
and will fully comply with the City of San Diego’s (City) ordinance on bonds disclosure. 
  
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 
construction financing only. Attachment 5 provides a general description of the Multifamily Housing 
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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.  
 
Public Disclosure and Bond Authorization  
The tax-exempt debt will be issued in the form of a bond (issuance Subordinate Series 2025A) and will 
be sold through a private placement with Sterling Bank. 
  
Sterling Bank is a “qualified institutional buyer” within the meaning of the U.S. securities laws. At 
closing, Sterling Bank will sign a Required Transferee Representations Letter, certifying, among other 
things, that it is buying the bonds for its own account and not for public distribution. Because such 
bonds are being sold through a private placement, an Official Statement will not be used. In addition, 
the bonds will be neither subject to continuing disclosure requirements, nor credit enhanced, nor rated. 
  
Under the private placement structure for the bonds, Sterling Bank will make a tax-exempt loan to the 
Housing Authority pursuant to the terms of a Funding Loan Agreement among Sterling Bank, the 
Housing Authority, and US Bank as the Fiscal Agent. The loan made by Sterling Bank to the Housing 
Authority (Funding Loan) will be evidenced by separate bonds, which will obligate the Housing 
Authority to pay to the Fiscal Agent, on behalf of Sterling Bank, the amounts it receives from the 
Borrower, as described below. The Housing Authority and the Borrower will enter into a Borrower Loan 
Agreement pursuant to which the proceeds of the Funding Loan will be advanced to the Borrower. In 
return, the Borrower agrees to pay the Fiscal Agent amounts sufficient for the Fiscal Agent to make 
payments on the bonds. 
  
The Housing Authority’s obligation to make payments on the bonds is limited to amounts the Fiscal 
Agent receives from the Borrower under the Borrower Loan Agreement with respect to the bonds, and 
no other funds of the Housing Authority are pledged to make payments on the bonds. The transfer of 
the bonds to any subsequent purchaser will comply with SDHC’s “Bond Issuance and Post-Issuance 
Compliance Policy” (Policy No. PO300.301). Moreover, any subsequent bondholder will be required to 
represent to the Housing Authority that it is a qualified institutional buyer or accredited investor who is 
buying such bonds for investment purposes and not for resale, and it has 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 with respect to the bonds: 
the Funding Loan Agreement, the Borrower Loan Agreement, the Amendment to Regulatory 
Agreement, and other ancillary loan documents. At the time of docketing, documents in substantially 
final form will be presented to members of the Housing Authority. Any changes to the documents 
following Housing Authority approval require the consent of the City Attorney’s Office and Bond 
Counsel.  
 
The bonds will be issued pursuant to the Funding Loan Agreement. Based upon instructions contained 
in the Funding Loan Agreement and the Borrower Loan Agreement, the Fiscal Agent, on behalf of 
Sterling Bank, will disburse the bond proceeds for eligible costs and will, pursuant to an assignment 
from the Housing Authority, receive payments from the Borrower. Bond proceeds will be disbursed by 
the Fiscal Agent pursuant to the direction of the Borrower. The Borrower Loan Agreement sets out the 
terms of repayment and the security for the loan made by the Housing Authority to the Borrower, and 
the Housing Authority assigns its rights to receive repayments under the borrower loan to Sterling 
Bank. A Regulatory Agreement was previously recorded against the project in connection with the 
issuance of the original bond. The Amendment to Regulatory Agreement will be recorded against the 
property to ensure the long-term use of the development as affordable housing. The Amendment to 
Regulatory Agreement will also ensure that the development complies with all applicable federal and 
California State laws so that interest on the tax-exempt bonds remains tax-exempt.  
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Financial Advisor’s Recommendation  
Jones Hall is the Bond Counsel and PFM Financial Advisors LLC is the Bond Financial Advisor to work 
on the bond 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 at Attachment 6. 
 
AFFORDABLE HOUSING IMPACT 
 
The Sea Breeze Gardens Apartments development will be subject to applicable tax credit and bond 
regulatory agreements, which will restrict affordability of 266 units for 55 years. The rent and 
occupancy restrictions required by the CTCAC will be applicable. 
 
                            Table 6 – Affordability and Monthly Estimated Rent Table  

        
STATEMENT for PUBLIC DISCLOSURE 
The developer’s Disclosure Statement is at Attachment 7. 
 
NONDISCRIMINATION ASSURANCE 
At SDHC, we’re about people. We are committed to ensuring a compassionate, person-centered 
approach to SDHC’s programs, policies, projects and activities and to serving our community 
impartially, fairly and without bias. We are also committed to ensuring compliance with all applicable 
federal, state and local laws and protections to the extent that they affect this action relative to 
nondiscrimination. 
 
Since its founding in 2016, Lincoln Avenue Communities (LAC) has prioritized supporting its residents, 
investing in the places they call home, and building resilient communities across the country. LAC 
reported that it is an equal opportunity employer. It prohibits discrimination and harassment of any kind 
and affords equal employment opportunities to employees and applicants without regard to race, color, 
religion, sex, sexual orientation, gender identity or expression, pregnancy, age, national origin, 
disability status, genetic information, protected veteran status, or any other characteristic protected by 
law. 
 
 
 
 

 
Unit Type 

 
AMI 

 
Units 

CTCAC 
Gross 
Rents 

Two bedrooms 30% ($44,650 /year for three-person household) 10 $1,116 
Two bedrooms 50% ($74,450/ year for three-person household) 10 $1,861 
Two bedrooms 60% ($89,340 /year for three-person household) 80 $2,233 
Subtotal Two Bedroom 
Units 

-- 100 -- 

Three bedrooms 30% ($49,600 /year for four-person household) 17 $1,240 
Three bedrooms 50% ($82,700 /year for four-person household) 17 $2,068 
Three bedrooms 60% ($99,240 /year for four-person household) 132 $2,481 
Subtotal Three Bedroom 
Units 

-- 166 -- 

Unrestricted Manager’s 
three bedrooms unit 

-- 2  

Total Units -- 268 -- 
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COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS 
Lincoln Avenue Communities is working with the Chollas Valley Community Planning Group. The 
proposed development was presented as an information item at the January 29, 2024, meeting. 
 
KEY STAKEHOLDERS and PROJECTED IMPACTS 
Stakeholders include Lincoln Avenue Communities as the developer, the Housing Authority as the bond 
issuer, Berkadia as a lender and the Chollas Valley neighborhood. Sea Breeze Gardens Apartments will 
continue to have a positive impact on the community, as it will contribute to the quality of the surrounding 
neighborhood and preserve 266 affordable rental homes for low-income families. 
 
FISCAL CONSIDERATIONS   
The funding sources and uses proposed to be approved by this action are included in the Housing 
Authority-approved Fiscal Year (FY) 2025 SDHC Budget. 
 
Funding sources approved by this action will be as follows  
Bond Issuer Fee – ($7,500,000 (Tax-exempt bonds) X 0.0025 = $18,750  
Total Funding Sources – up to $18,750  
 
Funding uses approved by this action  
Administrative costs - $18,750  
Total Funding Uses - up to $18,750 
 
The bonds will not constitute a debt of the City of San Diego. If the bonds are ultimately issued for the 
project, the bonds will not financially obligate the City, the Housing Authority, nor SDHC because 
security for the repayment of the 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 bonds. The developer is responsible for the payment of 
all costs under the financing, including SDHC’s issuer fee, annual bond administration fee, as well as 
the SDHC’s Bond Counsel fee and Financial Advisor fee. 
 
Development Schedule 
The estimated development timeline is as follows: 
 
Milestones Estimated Dates 
• Housing Authority consideration of bond authorization 
• Estimated Bond issuance and close of escrow 
• Estimated completion of construction work (excluding solar system) 
• Estimated completion of construction work (including solar system) 

• July 22, 2025 
• August 2025 
• December 2025 
• April 2026 

 
SDHC STRATEGIC PLAN 
This item relates to Strategic Priority Area No. 1 in SDHC’s Strategic Plan for Fiscal Year (FY) 2022-
2024; Increasing and Preserving Housing Solutions. SDHC is in the process of developing a new 
Strategic Plan. 
 
ENVIRONMENTAL REVIEW 
The proposed activity to authorize the supplemental issuance of tax-exempt Housing Authority of the 
City of San Diego Multifamily Housing Revenue Bonds to facilitate the rehabilitation of Sea Breeze 
Gardens Apartments has been reviewed for consistency with and is covered in the Final Program 
Environmental Impact Report (PEIR) for the Southeastern San Diego and Encanto Neighborhoods 
Community Plan Updates (Project No. 386029/SCH No. 2014051075) which was certified by City 
Council Resolution No. R-310077 on December 2, 2015. This activity is a subsequent discretionary 
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action within the scope of the development program analyzed in the PEIR and is not considered to be 
a separate project for the purposes of CEQA review pursuant to CEQA Guidelines Sections 15378(c) 
and 15060(c)(3). Pursuant to Public Resources Code Section 21166 and CEQA Guidelines Section 
15162, there is no change in circumstance, additional information, or project changes to warrant 
additional environmental review for this action. Processing under the National Environmental Policy 
Act (NEPA) is not required because no federal funds are involved in the proposed activities. 
 
Respectfully submitted,     Approved by, 

Jennifer Kreutter      Jeff Davis 
Jennifer Kreutter       Jeff Davis 
Vice President       Deputy Chief Executive Officer 
Multifamily Housing Finance     San Diego Housing Commission 
Real Estate Division 
 
Attachments: 1) Site Map 
  2) Rehabilitation Summary 

3) Organization Chart 
  4) Developer’s Project Pro Forma 
  5) Bond Program Summary 
  6) Financial Advisor’s Analysis 

7) Developer’s Disclosure Statement 
 
A printed copy is available for review during business hours at the information desk in the main lobby of 
SDHC’s offices at 1122 Broadway, San Diego, CA 92101. Docket materials are also available in the 
“Governance & Legislative Affairs” section of SDHC’s website at www.sdhc.org.   

http://www.sdhc.org/
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Attachment 2 – Rehabilitation Summary 

Sea Breeze Gardens Apartments 

Supplemental Rehabilitation Summary (2025) 

The supplemental request is being made due to additional hard costs relating to 

unforeseen circumstances discovered during the construction process. Due to the 

age of the building, significant structural and electrical repairs and updates are 

needed.  

 

Please see below for LAC’s scope of repairs. 

• Structural repairs to metal stairs 

• Building water shut-off valves and pressure reducing valves 

• Access control upgrades 

• Resurfacing of bathtubs 

• New ceiling fans 

• Grease shields 

• Sink liners 

• Medicine cabinets 

• Solar panels 

• Installation of community wide wiring, conduit sleeves and in-unit cabling 

to provide internet and cable free of charge to all residents. Services will be 

provided by Granite Communications & Security. 

 

Significant additional costs have been incurred for Americans with Disabilities Act 

(ADA) units and the clubhouse. 

• Clubhouse: structural framing, replacement of the fire alarm system.  

• ADA units: framing, footing, and beams to bring to current code, relocation 

of electrical feeders. 



Attachment 2 – Rehabilitation Summary 

Sea Breeze Gardens Apartments 

Original Issuance Rehabilitation Summary (2024) 

 

Please see below for LAC’s scope of repairs. 

• Solid surface flooring (LVP) throughout all unit interiors. 

• In unit light fixture package. High efficiency systems will be installed to 

promote less consumption of natural resources and decrease utility costs. 

• Energy Star appliance replacements throughout units and common areas. 

• In Unit Cabinet and countertop replacement as needed. 

• Low Flow Bath accessory package throughout units and common areas. 

• HVAC replacement as needed. 

• Address all accessibility requirements and required accessible path of travel. 

• Full roof replacement. 

• 100% add or replace gutter, downspout, splash blocks. 

• Parking lot seal and stripe. 

• General Landscaping and Site work. 

• Common area amenity Renovations 

o Clubhouse  

o Playgrounds 

o FFE for clubhouse 

• Fresh Exterior Paint 
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Sea Breeze Gardens - San Diego, CA

Summary Sources
Construction Permanent

First Mortgage (tax-exempt) $ 75,000,000 $ 75,000,000.00
First Mortgage (taxable) $ 22,250,000 $ 22,250,000.00
GP Capital Contribution $ 200 $ 200.00
LIHTC Equity - 1st Installment $ 7,338,805 $ 7,338,805.00
Addt Construction Funds $ 6,679,243 –
Equity Bridge Loan (tax-exempt) $ 7,500,000 –
Equity Bridge Loan (taxable) $ 31,778,667
Seller Note $ 6,592,805 $ 6,592,805.00
Solar – $ 1,268,999.35
Cash Flow – $ 882,894.64
LIHTC Equity - 2nd Installment $ 692,021 $ 692,021.00
LIHTC Equity - 3rd Installment – $ 40,689,518.00
LIHTC Equity - 4th Installment – $ 8,065,262.00
LIHTC Equity - 5th Installment – $ 1,296,103.77
Deferred Developer Fee – $ 1,558,831
Total Sources $ 157,831,741 $165,635,440 

Summary Uses
Construction Permanent

Acquisition $116,400,000 $116,400,000
Construction Hard Costs $28,800,185 $28,800,185
Project Soft Costs $4,058,640 $4,058,640
Tax Credit Fees $145,244 $260,806
Bond Costs $676,875 $686,250
Bridge Loan Costs $4,244,189 $4,244,189
Permanent Loan Costs $1,863,512 $1,863,512
Addt. Construction Loan Costs $519,532 $519,532
Closing Costs $370,059 $370,059
Escrows and Reserves $61,484 $2,217,436
Developer Fee $692,021 $6,214,831
Total Uses $ 157,831,741 $165,635,440 

–  



ATTACHMENT 5 
HOUSING COMMISSION MULTIFAMILY  

HOUSING REVENUE BOND PROGRAM SUMMARY 

General Description: The multifamily housing bond program provides below-market financing 
(based on bond interest being exempt from income tax) for developers willing to set aside a 
percentage of project units as affordable housing. Multifamily housing revenue bonds are also 
known as "private activity bonds" because the projects are owned by private entities, often 
including nonprofit sponsors and for-profit investors.  

Bond Issuer: Housing Authority of the City of San Diego. There is no direct legal liability to the 
City, the Housing Authority or the Housing Commission in connection with the issuance or 
repayment of bonds. There is no pledge of the City's faith, credit or taxing power nor of the 
Housing Authority's faith 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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• 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  

 

-Page 2 of 3 



 

 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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Sea Breeze Gardens - San Diego, CA

PIS DATE
Year # 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Year 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039
Conversion Date 1 1 – – – – – – – – – – – – –
TC Date Dec-25 Dec-26 Dec-27 Dec-28 Dec-29 Dec-30 Dec-31 Dec-32 Dec-33 Dec-34 Dec-35 Dec-36 Dec-37 Dec-38 Dec-39
Revenue
Gross Potential Rent 2.0 % $10,139,935 $ 10,342,734 $ 10,549,588 $ 10,760,580 $ 10,975,792 $ 11,195,308 $ 11,419,214 $ 11,647,598 $ 11,880,550 $ 12,118,161 $ 12,360,524 $ 12,607,735 $ 12,859,889 $ 13,117,087 $ 13,379,429

% growth 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 % 2.0 %

Total Gross Income $ 10,139,935 $ 10,342,734 $ 10,549,588 $ 10,760,580 $ 10,975,792 $ 11,195,308 $ 11,419,214 $ 11,647,598 $ 11,880,550 $ 12,118,161 $ 12,360,524 $ 12,607,735 $ 12,859,889 $ 13,117,087 $ 13,379,429
Vacancy Long Term % $(506,997) $(517,137) $(527,479) $(538,029) $(548,790) $(559,765) $(570,961) $(582,380) $(594,027) $(605,908) $(618,026) $(630,387) $(642,994) $(655,854) $(668,971)

Vacancy % 5.0% 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 % 5.0 %
Model/Employee – – – – – – – – – – – – – – –

Vacancy % – – – – – – – – – – – – – – – –
Total Rental Income $9,632,938 $9,825,597 $10,022,109 $10,222,551 $10,427,002 $10,635,542 $10,848,253 $11,065,218 $11,286,522 $11,512,253 $11,742,498 $11,977,348 $12,216,895 $12,461,233 $12,710,457 
Other Income 3.0 % $225,617 $232,386 $239,357 $246,538 $253,934 $261,552 $269,399 $277,481 $285,805 $294,379 $303,211 $312,307 $321,676 $331,327 $341,267 

Total Revenue $9,858,556 $10,057,983 $10,261,466 $10,469,089 $10,680,936 $10,897,095 $11,117,652 $11,342,699 $11,572,328 $11,806,632 $12,045,709 $12,289,655 $12,538,571 $12,792,559 $13,051,724 

Expenses % growth
G&A 3.0 % $146,954 $144,798 $149,142 $153,616 $158,224 $162,971 $167,860 $172,896 $178,083 $183,425 $188,928 $194,596 $200,434 $206,447 $212,640
Payroll 3.0 % $385,994 $380,331 $391,741 $403,494 $415,598 $428,066 $440,908 $454,136 $467,760 $481,793 $496,246 $511,134 $526,468 $542,262 $558,530
Electricity 3.0 % $96,396 $94,981 $97,831 $100,766 $103,789 $106,903 $110,110 $113,413 $116,815 $120,320 $123,929 $127,647 $131,477 $135,421 $139,484
Gas 3.0 % $151,641 $149,416 $153,898 $158,515 $163,271 $168,169 $173,214 $178,410 $183,763 $189,276 $194,954 $200,803 $206,827 $213,031 $219,422
Water & Sewer 3.0 % $420,458 $414,290 $426,718 $439,520 $452,705 $466,287 $480,275 $494,683 $509,524 $524,810 $540,554 $556,771 $573,474 $590,678 $608,398
Trash 3.0 % $99,256 $97,800 $100,734 $103,756 $106,868 $110,074 $113,376 $116,778 $120,281 $123,890 $127,606 $131,434 $135,377 $139,439 $143,622
Contract Services 3.0 % $394,266 $388,481 $400,136 $412,140 $424,504 $437,239 $450,356 $463,867 $477,783 $492,117 $506,880 $522,087 $537,749 $553,882 $570,498
Repairs & Maintenance 3.0 % $76,923 $75,795 $78,068 $80,411 $82,823 $85,308 $87,867 $90,503 $93,218 $96,014 $98,895 $101,862 $104,917 $108,065 $111,307
Turnover 3.0 % $41,357 $40,750 $41,972 $43,231 $44,528 $45,864 $47,240 $48,657 $50,117 $51,621 $53,169 $54,764 $56,407 $58,099 $59,842
Marketing 3.0 % $8,271 $8,150 $8,394 $8,646 $8,906 $9,173 $9,448 $9,731 $10,023 $10,324 $10,634 $10,953 $11,281 $11,620 $11,968

Total Controllable Expenses $ 1,821,514 $ 1,794,791 $ 1,848,635 $ 1,904,094 $ 1,961,217 $ 2,020,054 $ 2,080,655 $ 2,143,075 $ 2,207,367 $ 2,273,588 $ 2,341,796 $ 2,412,050 $ 2,484,411 $ 2,558,944 $ 2,635,712
Management Fee 1.86 % $183,275 $186,982 $190,765 $194,625 $198,563 $202,582 $206,682 $209,040 $209,040 $209,040 $209,040 $209,040 $209,040 $209,040 $242,637
Insurance 3.0 % $148,542 $152,998 $157,588 $162,316 $167,185 $172,201 $177,367 $182,688 $188,169 $193,814 $199,628 $205,617 $211,785 $218,139 $224,683
Real Estate Tax 3.0 % $5,514 $5,680 5,850 6,026 6,206 6,392 6,584 6,782 6,985 7,195 7,411 7,633 7,862 8,098 8,341

Total Expenses (Pre-RR) $ 2,158,846 $ 2,140,452 $ 2,202,839 $ 2,267,061 $ 2,333,172 $ 2,401,229 $ 2,471,288 $ 2,541,585 $ 2,611,561 $ 2,683,637 $ 2,757,874 $ 2,834,339 $ 2,913,098 $ 2,994,220 $ 3,111,373
Replacement Reserves 3.0 % $82,713 $85,194 $87,750 $90,383 $93,094 $95,887 $98,764 $101,727 $104,778 $107,922 $111,159 $114,494 $117,929 $121,467 $125,111

Total Expenses (Including RR) $ 2,241,559 $ 2,225,646 $ 2,290,589 $ 2,357,443 $ 2,426,266 $ 2,497,116 $ 2,570,052 $ 2,643,311 $ 2,716,339 $ 2,791,558 $ 2,869,034 $ 2,948,834 $ 3,031,027 $ 3,115,687 $ 3,236,484

Net Operating Income $7,616,997 $7,832,337 $7,970,877 $8,111,646 $8,254,670 $8,399,979 $8,547,600 $8,699,388 $8,855,988 $9,015,074 $9,176,675 $9,340,821 $9,507,544 $9,676,872 $9,815,240 

Permanent Debt Service (Tax-Exempt) – – $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878 $4,495,878

Permanent Debt Service (Taxable) – – $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509 $1,538,509

Construction / EBL Debt Service $6,073,908 $6,551,049 – – – – – – – – – – – – –

Net Levered Cash Flow $ 1,543,089 $ 1,281,288 $ 1,936,490 $ 2,077,259 $ 2,220,283 $ 2,365,591 $ 2,513,213 $ 2,665,001 $ 2,821,601 $ 2,980,687 $ 3,142,288 $ 3,306,434 $ 3,473,157 $ 3,642,485 $ 9,815,240

All rights reserved. All content in this document is the property of Lincoln Avenue Capital Management LLC (“LAC”) and may not be used without the explicit written 
permission of LAC. Without the express written consent of LAC, it is prohibited to integrate or disseminate, in whole or in part, any of the content contained herein.



Memorandum 
 
To:  Jennifer Kreutter, Matt Granum - San Diego Housing Commission 
 

From: Jaime Trejo - PFM Financial Advisors LLC  
 

RE: Actions related to the proposed issuance of up to $7,500,000 tax-
exempt Multifamily Housing Revenue Notes (Sea Breeze Gardens) 
Subordinate Series 2025A 

 

Dear Ms. Kreutter and Mr. Granum,  
 
You have asked PFM Financial Advisors LLC (“PFM”) to review the proposed financing 
and recommend whether, in our judgment, it is reasonable for the Housing Authority of 
the City of San Diego (the “Housing Authority”) to issue the Multifamily Housing Revenue 
Notes (the “Notes”) in connection with Sea Breeze Gardens (the “Project”) by Lincoln 
Avenue Communities (the “Borrower” or the “Developer”).  The Notes will allow the 
Borrower to convert $7,500,000 of a taxable loan from Sterling Bank (for the acquisition, 
rehabilitation and development of the Project) into a tax-exempt loan.  The ultimate 
purpose is to meet the 50% test for low-income housing tax credits (“LIHTC”).  In preparing 
this report, we have reviewed financial projections and background information provided 
by the Developer and the San Diego Housing Commission (the “Housing Commission” or 
“SDHC”). 
The specific findings this report addresses are: 

• Whether the financing will achieve a public purpose by creating or preserving 
affordable housing. 

• Whether the Housing Authority will avoid undue financial risk in undertaking the 
financing. 

• Whether the Project will be able to meet debt service payments after the 
proposed financing. 

As described below, we find that all of the conditions are met and therefore recommend 
that the Housing Authority authorize the issuance of the Notes. 
 
Description of the Project  
The Sea Breeze Gardens project consists of acquisition and rehabilitation of a 268-unit 
affordable housing development located at 4802-4890 Logan Avenue in the City of San 
Diego. After rehabilitation, the Project will consist of 266 units affordable for 55 years for 
families earning 30% to 60% of San Diego’s Area Median Income, in addition to 2 
restricted manager’s units.  
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The Developer  
Lincoln Avenue Communities is serving as the developer for the Project. Lincoln Avenue 
Communities was founded in 2016 as a nonprofit corporation with a focus on financing, 
developing and operating affordable housing that meets the needs of the communities 
in which it operates. It has developed, acquired and/or rehabilitated more than 22,000 
units across 26 states, serving over 50,000 residents.  
 
The Financing 
The Housing Authority intends to issue up to $7,500,000 of its Housing Authority of the 
City of San Diego Multifamily Housing Revenue Notes (Sea Breeze Gardens) 
Subordinate Series 2025A to Sterling Bank (“Bank”) to fund a loan to the Borrower. The 
Housing Authority submitted a supplemental allocation request of $7,500,000 on May 
22, 2025 on behalf of the Borrower.  The Project received supplemental tax-exempt 
Private Activity Bond allocation of $7,500,000 by the California Debt Limit Allocation 
Committee (“CDLAC”) on May 27, 2025.  
 
The Borrower previously closed on a $39,278,667 taxable construction loan from 
Sterling Bank to finance costs of the acquisition, rehabilitation and development of the 
Project.  The Notes will reduce the taxable construction Equity Bridge Loan from Sterling 
Bank from $39,278,667 to $31,778,667.  According to the Borrower, there have been a 
handful of unforeseen conditions during the start of construction that absorbed much of 
the Project’s hard cost contingency.  The Borrower additionally stated that based on 
their limited remaining contingency monies and planned remaining work, they were 
uncertain they could meet the 50% test without a supplemental allocation. 
 
The Housing Authority previously issued its $75,000,000 Housing Authority of the City 
of San Diego Multifamily Housing Revenue Bonds (Sea Breeze Gardens) Series 2024E 
(“Series 2024E Bonds”) on June 13, 2024, for the purpose of making a loan to the 
Borrower to provide financing for the Borrower’s acquisition, rehabilitation and 
development of the Project. 
 
The Notes will bear fixed interest at a rate estimated at 8.25% and will mature on 
December 14, 2026.  The Borrower’s updated pro-forma shows an estimated $7.4 
million in additional construction related costs from the pro-forma at the time of closing 
for the Series 2024E Bonds.  The increased construction costs will primarily be funded 
through an equity bridge loan from Bridgewater Bank. The Project will be financed 
Construction Sources as detailed in Table 1 on the following page: 
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Table 1 
Construction Financing 

Sources and Uses of Funds 
Sources:   
Tax-Exempt Bonds $75,000,000  
Taxable Loan $22,250,000  
Seller Note $6,592,805  
LIHTC Equity $8,030,826  
Equity Bridge Loan - Sterling (taxable) $31,778,667  
Equity Bridge Loan – Sterling (tax-exempt) $7,500,000  
Additional Construction Funds $6,679,443  

Total Sources $157,831,741  
 
The updated proposed development pro-forma for the supplemental financing 
estimates that there are about $158 million in total construction related costs and about 
$166 million in total project costs ($618,043 per unit). The development proforma at 
closing for the Series 2024 Bonds estimated approximately $150 million in total 
construction costs and $159 million in total project costs ($592,437 per unit).  The 
increase in project costs is primarily the result of increased construction hard costs.  
 
Achieving Public Purpose  
Through the proposed bond issuance, the Project will improve housing for low-income 
households. The Project proposes to restrict all 266 non-manager units for households 
earning no greater than 60% of Area Median Income (“AMI”), with 27 of the units 
targeted at households earning no greater than 30% of AMI and 27 at households 
earning no greater than 50% of AMI. The affordability term of the Project is 55 years. 
Restricted rents for the Project are summarized in Table 2 below: 
 

Table 2 
Rent Comparison 

Unit Type Area Median 
Income Units Unit Size 

(sqft) 
Proposed 

Gross Rents 
Estimated 

Market Rents Savings  

2 Bedroom 
30% 10 750 1,116 2,750 1,634 
50% 10 750 1,861 2,750 889 
60% 80 750 2,233 2,750 517 

3 Bedroom 
30% 17 1,050 1,290 3,375 2,085 
50% 17 1,050 2,150 3,375 1,225 
60% 132 1,050 2,580 3,375 795 

Manager N/A 2 750 0 N/A N/A 
Total  268  $607,450 $835,250 $227,800 

Total Annual for All Units   $7,289,400 $10,023,000 $2,733,600 
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Meeting Debt Service After Financing  
As shown in Table 3 below, the Project will have ample cash flow to meet debt service 
upon completion. Based upon our review of the Developer’s proposed rents and 
estimated costs, there will be $7,495,619 of net income available for debt service in 
2025. Debt service coverage is estimated at 1.25x. By 2029, assuming a 2.0% annual 
increase in gross income and a 3.0% annual increase in operating expenses, debt 
service coverage is projected to increase to 1.34x. 
 
 

Table 3 
Estimated Cash Flow 

Year: 2025 2026 2027 2028 2029 
Gross Potential Rent $10,221,880  $10,426,318  $10,634,844  $10,847,541  $11,064,492  

Less: Vacancy @ 5% (511,094) (521,316) (531,742) (542,377) (553,225) 
Less: Model/Employee (81,945) (83,584) (85,256) (86,961) (88,700) 

Miscellaneous Income 225,617  232,386  239,357  246,538  253,934  
Effective Gross Income $9,854,458  $10,053,803  $10,257,203  $10,464,741  $10,676,501  
            

Less: Operating Expenses (1,938,795) (1,956,590) (2,015,288) (2,075,747) (2,138,019) 
Less: Taxes (5,514) (5,679) (5,850) (6,025) (6,206) 
Less: Reserves (82,713) (85,194) (87,750) (90,383) (93,094) 
Less: Insurance (148,542) (152,998) (157,588) (162,316) (167,185) 
Less: Management Fee (183,275) (188,773) (194,436) (200,270) (206,278) 

Net Income $7,495,619  $7,664,567  $7,796,290  $7,930,001  $8,065,719  
            

Permanent Bond Debt Service 0  0  (4,495,878) (4,495,878) (4,495,878) 
Permanent Loan Debt Service 0  0  (1,538,509) (1,538,509) (1,538,509) 

Construction/EBL Debt Service (6,089,028) (6,434,241) 0  0  0  
Total Permanent Debt Service ($6,089,028) ($6,434,241) ($6,034,387) ($6,034,387) ($6,034,387) 
Debt Service Coverage1 1.23 1.19 1.29 1.31 1.34 
1Calculated by dividing Net Income by Permanent Debt Service       

 
 
Conclusion  
The proposed financing will create no undue risk for the Housing Authority. The 
Borrower has agreed to pay all Costs of Issuance for the financing and to indemnify the 
City, the Housing Authority and the Housing Commission regarding matters relating to 
the financing. It should be noted that the Borrower will have no significant assets or 
sources of income other than the Project and neither the Borrower nor the Housing 
Authority would be required under most circumstances to make up any cash flow 
shortfalls. 
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Based upon our review, we recommend that the Housing Authority proceed with the 
financing. This recommendation is based upon the following findings: 

• The financing (along with the Series 2024E Bonds) would achieve a public purpose 
by improving 266 affordable units, all affordable at 60% of AMI, with 27 targeted 
at 30% of AMI and 27 at 50% AMI, for a period of 55 years. 

• The Borrower has agreed to indemnify the City, the Housing Authority and the 
Housing Commission regarding any matters related to the financing. The 
Borrower will pay all costs of the financing. 

• Based upon estimates by the Developer, there are sufficient funds to complete 
the Project, and the Project provides adequate debt service coverage. 

If there is any additional information you require concerning this matter, we will be glad 
to provide it as a supplement to this report. 
 
 
Sincerely,  
PFM Financial Advisors, LLC  

  
 

Jaime Trejo 
Senior Managing Consultant 
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