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Gail Christopherson-Schurr

From: JoJo Ojima
Sent: Thursday, May 08, 2003 4:17 PM

To: Kenneth Carlson
" Cc: Ken Williams; Gail Christopherson-Schurr ’ ) '5
Subject: RE: Board Minutes from March 20 O ) z ) \
)
Thanks Kenl 3 T oV \'3 ) Q\\c’

™
C eSS W O
Gail: Can you make the change? Thanks! M\"‘ w e ﬁ ;\‘

From: Kenneth Carlson

Sent: Thursday, May 08, 2003 2:37 PM \u
To: JoJo Ojima . Q

Cc: Ken Williams

Subject: Board Minutes from March 20

Jojo --

Here's a small thing that probably doesn't need correcting.

On page 11 of the Board minutes (p. 014 of the board package), line 14, | think-that-Mr.Ken-Wiltiams
~ responded, not Mr. Ken Carlson. —

5/9/2003
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CalHFA[" BOARD OF DIRECTORS

@

Thursday, May 15, 2003
Hilton Burbank Airport
& Convention Center
2500 Hollywood Way
Burbank, California
(818) 843-6000
9:30 a.m.
1. Roll Call.
2. Approval of the minutes of the March 20, 2003 Board of Directors meeting.

3. Chairman/Executive Director comments.

4. Discussion, recommendation and possible action relative to final loan commitments for
the following projects: (Linn Warren)

NUMBER DEVELOPMENT LOCALITY UNITS
02-032-N Napa Creek Manor Napa/Napa 84
Resolution 03-20..........o i e 125
03-039-N Point Reyes Affordable Point Reyes Station/ 27
Homes Marin
Resolution 03-2]. ... e 143
02-052-A Plaza de las Flores Sunnyvale/ 101
Santa Clara
Resolution 03-22. . ... ..o e e 161
03-028-N Baywood Apartments Oakland/ 71
Alameda
Resolution 03-23 ... e 181
03-040-S Villa Madera Family Oxnard/ 72
Housing Ventura

. | Ly U AT TR 7 SN 203
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03-022-N Oak Court Apartments Palo Alto/ 53
Santa Clara
J ) LA (0] 1 LK A SO 223
03-035-N Mission Gateway Union City/ 121
Alameda :
ReSOIBLION 03-26. ... ...ttt e ettt e et s e ttstsesisnnans 249
03-018-S Linden Manor Riverside/ 192
Apartments Riverside
J Y L8 0 1 W X D 271

Review and discussion of the Earthquake Insurance Waiver Program.
B R ¢ (= 1) T PP PP 289

Discussion, recommendation and possible action relative to the adoption of a resolution
approving the Five-Year Business Plan for fiscal years 2003/2004 to 2007/2008.

(Jerry Smart; Nancy Abreu; Linn Warren; Ken Carlson)

Resolution 03-29. ... o 301

Discussion, recommendation and possible action relative to the adoption of a
resolution approving the 2003/2004 CalHFA Operating Budget. (Jackie Riley)
ReSOIIEION 0330, ...ttt e ettt ettt etteteesinnsnnsesessrearransnnnneesens 361

Discussion of other Board matters and reports.

Public testimony: Discussion only of other matters to be brought to the Board's attention.

*NOTES** |
HOTEL PARKING: Day parking rate: $7.50/car plus
10% tax with no in and out privileges. (Cash at gate.)

FUTURE MEETING DATE: Next CalHFA Board of
Directors Meeting will be July 10, 2003, at the Holiday
Inn Capitol Plaza, Sacramento, California.
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STATE OF CALIFORNIA
CALIFORNIA HOUSING FINANCE AGENCY
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ORIGINAL

BOARD OF DIRECTORS

PUBLIC MEETING

--000--

Holiday Inn
300 J Street
Sacramento, California

Thursday, March 20, 2003
9:33 a.m. to 12:57 p.n.

"Minutes approved by the
Board of Directors at its

--000-- meeting h% /\}\q_»3 15, 20073

Attest:

M»/(é :
N,

Reported By: DANIEL P. FELDHAUS, CSR #6949, RDR, CRR
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APPEARANCES

Directors Present:

CLARK WALLACE, Chairman
JULIE I. BORNSTEIN
CARRIE A. HAWKINS

LUPITA OCHOA
for Tal Finney

THERESA A. PARKER

JEANNE PETERSON
for Phil Angelides

i CATHY SANDOVAL
~for Maria Contreras-Sweet

JACK SHINE

CalHFA Staff Present:

THOMAS C. HUGHES
General Counsel

.

JOJO OJIMA

--000--
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Continued

For the sStaff of the Agency:

NANCY ABREU

KEN CARLSON

EDWIN GIPSON

RUTH VAKILI
LAURA-WHITTALL-SCHERFEE

LINN WARREN
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BE IT REMEMBERED that on Thursday, March 20,
2003, commencing at the hour of 9:33 a.m., at the Holiday
Inn, 300 J Street, Sacramento, California, before me,
DANIEL P. FELDHAUS, CSR #6949, RDR and CRR, the following
proceedings were held:
--000--
(The following proceedings commenced with Mr. Bayuk,
Ms. Ochoa, Ms. Sandoval and Mr.’Czuker were absenF from
the hearing room.)
CHAIRMAN WALLACE: Why don't I call the meeting
to order then, and have the secretary call the roll?
Item 1: Roll Call
MS. OJIMA: Thank you, Mr. Chairman.
Ms. Petersbn for Mr. Angelides?
MS. PETERSON: Here.
MS. OJIMA: Mr. Bayuk?
(No response was heard.)
Ms. Bornstein?
MS. BORNSTEIN: Here.
MS. OJIMA: Ms. Sandoval for
Ms. ContrerasfSweet?
(No response was heard.)
MS. OJIMA: Mr. Czuker?
(No fesponse was heard.)

MS. OJIMA: Ms. Hawkins?



~ 010

1 ‘MS. HAWKINS: Here.

2 MS. OJIMA: Mr. Klein?

3 (No response‘was heard.)

4 MS. OJIMA: Mr. Shine?

5 MR. SHINE: Here.

6 MS. OJIMA: Mr. Wallace?

7 CHAIRMAN WALLACE: Here.

8 MS. OJIMA: Ms. Ochoa for Mr. Finney?

9 : (No response was heard.)

10 MS. OJIMA: Mr. Peace?

11 ' (No response was heard.)

12 MS. OJIMA: Ms. Parker?

13 MS. PARKER: Here.

14 MS. OJIMA: We do not have a quorum.

15 CHAIRMAN WALLACE: We're short a quorum, So we
16 . will not get into the action-type items, which means we
17 could jump to Item 3.

18 Item 3: Chairman/Executive Director Comments:

19 CHAIRMAN WALLACE: The secretary reminds me that
20 all of the Board members have to do that FPPC Form 760 by
21 the end of the month, or face fines and persecution._ So
22 you should get that in pretty quick. Other than that,

23 I've got a couple of other items. |

24 But, Terri, why don't you give your report?

25 MS. PARKER: Okay, Mr. Chairman, thank you. .
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Just kind of doing a little housekeeping and
updating for all of you.

First of all, I want to talk a little bit about
a trip to Washington last week that Di Richardson and
I made, along with Jeanne Peterson and Mike Herald from
Julie's staff. It was the NCSHA LegCon meeting. And we
went on the Hill to essentially talk about affordable
housing as the State's Affordable Housing Team.

We scheduled 33 Hill visits. We now have a
number of 55, as our Congressional delegation. So we
were able to stop by and see either members or staff in
33 of our offices. And for the remaining members, we
dropped material off.

We spent our time taiking to them about the
reintroduction of the legislation in the 107th Congress
to get rid of "The Ten-Year Rule." And that's been
reintroduced. In fact, when we were thére} they actually
introduced the Senate version of it, which is SB 595. So
we're working on co-sponsorship for that.

(Mr. Bayukkentered the room.)

MS. PARKER: While we were there, we got six new
members for California to sign on. And we expect to --
we've pretty much heard from the majority of_the people
that we've seen that we've signed on iﬂ the 107th to the

bill, to be able to sign on again. So we are continuing
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1 to move forward on the front on.The Ten-Year Rule,

2 particularly given prepayments. We think that this is

3 a particularly important time for us to get passage of
-4 that.

5 It's not clear what kind of vehicle will be

6 available. Most of the Congress is focused on the

7 President's tax proposal. It is very clear that anything
8 that we have will not be in that. And, you know, that

9 could be a good thing. But we're really focused on

10 getting the co-sponsorship up; so when they have tax

11 bills later on in the year, that we have co-sponsorship
12 to essentially have our proposal rise to the top.

13 (Ms. Ochoa entered the room.)

14 MS. PARKER:  We also spent some time talking

15 with members about the President's tax proposal,

16 particularly the impact on tax credits. And that was

17 primarily Jeanne's focus; and certainly Jeanne could give
18 you any perspective on that.

19 But we did have very effective meetings. We

20 were very well received. I think going as a team was

21 very helpful, particularly the confusion among, in

22 California, who has what responsibilities. And now they
23 continue to be seeing the housing folks as a team and

24 know that we all work together, and that they can call
25 any one of us, if they have any issues..
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1 .. The second item I want to just mention is that
. : 2 we are working on our transition move to the Meridian.

3 We're on time with that. That's scheduled for August.

4 So we'll be continuing to work on that and also doing

5 some reshuffling of folks within our building at the

6 Senator Hotél. We're going to be working on that. One

7 of the new things that we'll have to do is be changing

8 letterhead and addresses and whatnot. And so that will

9 be coming out in the next couple of months.

10 I wanted to point éut to you, this is our new

11 " marketing material and booth for the trade show. So we

12 thought we would set it up for you all, so you could see

13 what it looks like.

14 Agéin, we continue with our branding effort with

15 CalHFA. And I have to say, although there are some

16 people who still use it, we are making that transition;

17 and we are moving ahead with that. Certainly, our

18 marketing people are doing a lot of work with the

19 branding: We're doing radio shows, we're getting out and

20 ° doing things with stakeholder groups, articles being

21 printed. So the marketing team is being very aggressive.

22 I want to mention to you that as far as the

23 Business Plan for the next Board meeting, we had a

24 lengthy discussion of Business Plan, mid-year update at
. 25 our last meeting.

10
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1 (Cathy Sandoval entered the room.)

2 ' MS. PARKER: We've pretty much talked about. .
3 the programs that we're doing that is really an

4 implementation of Prop. 46. We really expect to be

5 bringing that as a business plan to you, not really new
6 production programs but, really, the ones that we're

7 going to be administering because of Prop. 46.

8 Many of those programs, since we met in January,
9 are out on the street. The CHDAP program is out on the
10 street: 50 million dollars, half of it for resale, half
11 of it for new construction. We have at least somewhere
12 around 200 million -- excuse me, 200 -- is it 200 loans
13 in the pipeline, Ken?

14 MR. WILLIAMS : I would think we have that mahy,
15 yes.

16 MS. PARKER: So we're being very aggressive in
17 getting that out. The School Facilities Fees Program has
18 started. The HIRAP program for neighborhood

19 revitalization has been announced out there. And I think
20 within the next week or two, Linn is going to be sending
21 out the term sheet for the Preservation program on the

22 multifamily rental side.

23 The monies that we haven't released yet are the
24 - Teachers Extra Credit Program. And we're still working
25 on whether or not we want to make some changes to that

11
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program before it is released with Prop. 46 funds.  We
are continuing to operate the Teachers Extra Credit
Program using internal resources. And, of course, the
insurance, the 85 million dollars in the insurance funds,
we're continuing to work on that. And, in fact, we have
a meeting scheduled with CAR mid-April, to talk with them
about product development.

So the Business Plan that we're going to be
presenting tq you at the next meeting is really going to
be about what production levels we're going to put for
Homeownership, for the various downpayment assistance
programs, for Multifamily, for Insurance.

And I guess last, but not least, we should point
out that even in this'very low-interest rate environment,
that production on the Homeownership side continues to be
very -strong. We're having 6- to 10-million-dollar days.
And clearly, what you'll hear from'Linﬁ is that the
pipeline for Multifamily continues to be very strong, if
not some of our highest numbers ever.

So with that, Mr. Chairman, I will turn -- that
will conclude --

CHAIRMAN WALLACE: Back to me?

MS. PARKER: Turn it back and that will conclude

my remarks, unless there's any questions from Board

members.

12
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CHAIRMAN WALLACE: So what you're saying is
basically our Business Plan, which is usually a heavy
part of this March meeting, is bretty much what we talked
about in the January Board meeting, and heavily driven by
the passage of Prop. 46 programs?

MS. PARKER: Correct.

CHAIRMAN WALLACE: So that we're not really
going to have -- you don't see it on the agenda, and
that's why. And we will have final action on the
Business Plan in the May meeting.

MS. PARKER: Correct.

CHAIRMAN WALLACE: Okay, any questions on any of
that?

(No response was heard;)

CHAIRMAN WALLACE: Let me make a note that two
of our Board members will be leaving. Pat Neal from
BT&H is going back to private business; as I understand
it, at the end of this month.

MS. SANDOVAL: Yes.

CHAIRMAN WALLACE: And Cathy, at least you're it
fdr the immediate future. So it's nice to have you back
today.

MS. PARKER: Pat will be here later.

MS. SANDOVAL: She said about 10:30.

CHAIRMAN WALLACE: So why don't I hold off and

13
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1 acknowledge Pat then?
. 2 | Secondly, with great chagrin on our part --
3 great joy, I'm sure on yours -- Julie Bornstein, this
4 will be her last meeting, retiring from state government
5 - and going to USC in some capacity, of which I'm not sure.
6 Can you give us a little heads-up? And we'll
7 know whether to -- as an o0ld Cal grad, whether to cheer
8 or not.
9 : MS. BORNSTEIN: Thank you, Mr. Chairman.
10 And I'd have to say as a Bruin and a grant of
11 your baby brother's school, this is quite an adjustment
12 for me. Luckily, I also have a degree from USC, so I
13 have been somewhat bipartisan most of my adult life.
14 ' (Laughter)
15 MS. BORNSTEIN: I'm honored to have been
16 selected to be the founding director of the Keston
17 California Infrastructure Institute, which is an
18 institute that's going to be jointly housed in the
19 School of Public Policy and the School of Business on the
20 USC campus. And so it is an exciting challenge.
21 It surprised me when I was approached. It is
22 certainly a fabulous opportunity; but it is also with
23 great sadness that I leave the position that I have.
24 It's the one position I wanted in the administration; and
. 25 the Governor was kind enough to give it to me. And it's

14



~ 018

1 been extremely rewarding. I've enjoyed working with all
2 of you. I've enjoyed working with the folks at HCD, and
3 will always keep my heart in housing, even though we'll
4 start turning our attention to other infrastructure needs
5 of the State.

6 Thank you very much.

7 CHAIRMAN WALLACE: Well, Julie, it goes without
8 saying; but I'll do it, anyway : We are going Fo miss you
9 a lot. You've been a very stalwart, full attendance,

10 very contributing member of this Board. And I know from
11 some other contacts that I've had with you, you're on top
12 of things and very helpful. 1It's going to leave a real
13 void at HCD.

14 MS. BORNSTEIN: Thank you, Mr. Chairman.

15 I suspect in the short run Judy Nevis, the chief
16 deputy, will be attending on my behalf; and most likely
17 Mike Herald, who accompanied Terri to Washington, D.C.,
18 will be her backup. Luckily, we have a real deep bench
19 in HCD. So I know that whoever sits in this chair will
20 also be a very strong contributing member. But thank you
21 for your remarks.

22 CHAIRMAN WALLACE: We will miss you; and we wish
23 you the best of everything at USC.

24 MS. BORNéTEIN: Thank you.

25 CHAIRMAN WALLACE: Anything else under Item 3?

15
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I..think not. I think that's what I had.

Well, we now have a quorum with Cathy and Ed
here. And Lupita, we will aéknowledge you as well.

MS. OCHOA: "Thank you.

CHAIRMAN WALLACE: So let's go back to Item 2.
Item 2:  Approval of Minutes for the January 9, 2003, Board

Meeting

CHAIRMAN WALLACE: Item 2 is the approval of the
minutes that I know you've read assiduously.

Could I have a motion to approve; or any
additions, deletions, corrections?

MS. PARKER: May I say one thing, Mr. Chairman?

As you all remember, for some of you were there,
at the last meeting, the minutes were a bit of a
challenge for us. We did not have our typical recorder.
We have changed that; and we have a new company that
we're working with that will be recording our minutes.
So this was our best effort at trying to do a transcript
to the level of verbatim minutes that we have had in the
past.

MR.vSHINE: "Inaudibie" was just prolific.

MS. PARKER: Yes.

{Laughter)
MS. PARKER: I did want to clarify that because

it is not up to our usual standard.

16
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approval.

CHAIRMAN WALLACE: Well, let's speak up. then.
But notwithstanding that concern --

MS. PETERSON: With that caveat, I will move

CHAIRMAN WALLACE: Peterson moves approval.
MS. BORNSTEIN: Second.
CHAIRMAN WALLACE: Bornstein, second.

Is there any discussion on the motion from

either the Board or the audience?

(No response was heard.)

CHAIRMAN WALLACE: Hearing, seeing none,

secretary, call the roll and the minutes.

MS. OJIMA: Thank you, Mr. Chairman.
Ms. Petérson?

MS. PETERSON: Aye.

MS. OJIMA: Mr. Bayuk?

MR. BAYUK: Aye.

MS. OJIMA: Ms. Bornstein?
MS. BORNSTEIN: Aye.

MS. OJIMA: Ms. Sandoval?
MS. SANDOVAL: Aye.

MS. OJIMA: Ms. Hawkins?
MS. HAWKINS: Aye.

MS. OJIMA: Mr. Shine?

MR. SHINE: Aye.

17
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MS. OJIMA:.. Mr. Wallace?

CHAIRMAN WALLACE: Aye.

- MS. OJIMA: The minutes have been approved.

CHAIRMAN WALLACE: The minutes of thé
January 9th, 2003, Board of Directors meeting are hereby
approved.

With that, we'll move on to the projects,

Item 4.

Linn?

MR. WARREN: Thank you, Mr. Chairman.

I wanted to just comment with a couple of
updates from a programmatic standpoint, and then we'll
get into the projects.

CHAIRMAN WALLACE: Hang on just a minute.

MR. WARREN: You bet.

CHAIRMAN WALLACE: Pat, we saved you a seat; and
then we sold it.

MS. NEAL: Well, did you get a fair market
value?

(Laughter)

CHAIRMAN WALLACE: th with you not in it, no.

But let me acknowledge Pat Neal, a long-time
Board member representing BT&H; and this is her last
meeting: Cathy is sitting in for her.

We understand you're going back to private

18
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-business as af the end of this month, I believe..

MS. NEAL: Correct.

CHAIRMAN WALLACE: And I want to hereby

acknowledge your wonderful contributions to CHFA -- to
CalHFA --
(Laughter)

CHAIRMAN WALLACE: -- and CHFA, too.

MS. OJIMA: Yes, that's true. It was both.

CHAIRMAN WALLACE: We are very proud of the
work you've done and the liaison you've performed with
BT&H on our behalf.

MS. NEAL: Thank you.

CHAIRMAN WALLACE: So we wish you the best of
everything, Pat. And you'r‘e entitled to rebuttal, if you .
care to.

(Laughter)

MS. NEAL: Well, I've known yod long enough to
know that I really am not going to engage in rebuttal
with you. I think you and I did that a long time ago.

({Laughter)

CHAIRMAN WALLACE: Yes, when you were'a

teenager.

MS. NEAL: The only thing that I'm going to

miss, I'm going to be leaﬁing here, Clark, without seeing

you change into your Superman suit. v .

19
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CHAIRMAN WALLACE: Huh? Well, that could be
arranged.

(Laughter)

MS. NEAL: I know we could get a telephone booth
in here.

This has been just an absolutely wonderful
experience, being part of this organization. I'm again
one of those fortunate people, like Clark, that was
around when it was founded. And it has been one of the
most terrific things we've ever done in the state,
starting something like this. And for those of us who
believe so very much in affordable housing and in
first-time home buyers, it's been just a godsend.

And you probably operate better than anyone in
their wildest dreams could have imagined, as far as how
you do your leverage. I really admire it. As someone
who had to survive a lot of real estate markets on
creative financing, I truly appreciate the job that you
do. And I thank you so much for recognizing me.

CHAIRMAN WALLACE: Well, I'm sure we all wish
you the best of everything in your future, Pat.

MS. NEAL: Thank you very much.

CHAIRMAN WALLACE: Thank you for your
contribution.

MS. NEAL: As soon as I sign the contract, I'll

20
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1 tell you where I am.

2 . (Laughter)

3 CHAIRMAN WALLACE: Okay. Any comments from the

4 Board?

5 MS. SANDOVAL: Mr. Chairman?

6 CHAIRMAN WALLACE: Cathy?

7 MS. SANDOVAL: If I may, I wanted to on behalf

8 of the Business, Transportation and Housing Agency and

9 our Secretary, Maria Contreras-Sweet, thank Director

10 . Julie Bornstein for all of her work and leadership at

11 Housing Community Development and for her leadership in

12 Housing; and thank Deputy Secretary Pat Neal for her work

13 and leadership in Housing; that you both have truly been

14 an asset and really have created a gréat team around you. .

15 And we are definitely going to miss you.

16 . And as the person who is taking over Pat's job

17 in the interim, my "in" box is already growing

18 exponentially. But we really appreciate everything that
19 you have done and we will miss you, and we wish you good

20 luck. And we know that we will have opportunities to

21 work together in the future. So thank you very much for

22 everything you've done.

23 MS. NEAL: Thank you.

24 MS. BORNSTEIN: Thank you.

25 CHAIRMAN WALLACE: Please, Carrie?

21
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MS. HAWKINS: I'd just like to add, that as a
Board member here for many, many years, I'm truly going
to miss Pat Neal and Julie Bornstein. They've been so
good to work with; and we're going to miss you a lot.

MS. NEAL: Thank you,; Carrie. |

MS. BORNSTEIN: Thank you.

CHAIRMAN WALLACE: Okay, moving on. Back to
Linn and our projects, quite a number of them.
Item 4: General Discussion of Upcoming Projects

MR. WARREN: Mr. Chairman, yes, I wanted to give
an update to the Board on the -- and this is appropriate
that Pat is here -- for the Student Housing Initiative.
Recently, EAH, Ecumenical Housing Association, received
an award to develop the Albany site for student housing
from UC Berkeley. And EAH has been in contact with us to
begin discussion to provide financing for that particular
project. And we're beginning to do this analysis.

The loan that is being requestéd from us is
fairly large. It is in excess of 100 million dollars.
A little bit larger than we wanted to start with. But
that said, we're examining how we should best underwrite
this project, how we should handle the risk, both from
the bond standpoint and from the loan standpoint. And
this is the process that we're embarking on how. But

our preliminary indication is that our financing

22
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1 mechanism and 501 (c) (3) bond executioen will save at least
2 10 percent of the total development costs for something .
3 of this size.

4 ' So at the May Board, we'll be talking to all of
5 you about this some more. And it has been our policy on
6 this whole program to update, as program developments

7 occur, we'll share with the Board; and we'll see where

8  this takes us. So we're excited about that particular

9 event.

10 Given the size of the number of projects today
11 and what is on the agenda, it is my desire, Mr. Chairman,
12 to move pretty quickly on the presentation piece and

13 leave time for questions from the Board. So we'll move
14 - at a pretty good clip.

15 CHAIRMAN WALLACE: That's our desire, too.

16 MR. WARREN:- Very good, sir.

17 . There's a few replacemént pages, mainly sources
18 and uses. And we'll point those out to you as the

19 projects go with this.

20 Ruth Vvakili is here. Ruth will be doing some

21 projects as well as Laura Whittall-Scherfee.

22 Resolution 03-11 (Branham Lane Family
23 Apartments)

24 'MR. WARREN: So with that, we'll start with

25 Branham Lane Family Apartments. This request for two
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loans: ‘A loan to lender in the amount.of $25,210,000,
3 percent simpie interest for two years, which will then

convert into a permanent loan of a similar or same

amount, 5.6 percent interest, 40-year, full amortization.

 This has a very large locality involvement from the City

of San Jose in the amount of 14,100,000 dollars. The
developers are known to us. It is JSM Enterprises: Jim
Morley and Rich DeFabio. We've done a number of ‘projects
with both Jim and Rich over the years; and they're one
of the preeminent affordable-housing developers in the
San Jose area.

So with that, I'm going to have Ruth show you
some pictures of the project.

MS. VAKILI: Good morning.

The site is five acres, just a little over
five acres located in San Jose, off of Monterey Highway
and Branham Lane. And directly across the street is the
proposed site for a future library. The project will be
12 buildings, built on top of a podium, with underground -
parking. There will be 346 parking spaces, of which
253 will be underground and the rest at grade.

The‘project has two- and three-bedroom
units, which are stacked; and all of the units are air-
conditioned. There will be 38 one-bedroom/one-bath

units; 89 two-bedroom/two-bath units, and
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48 three-bedroom/two-bath units.

The project's location is very convenient to . .
downtown, which, if you can see on the map here, is about
seven miles away. It's located in the area that's called
"South San Jose." And the Monterey Highway is a major
arterial north-south to downtown from the south county
areas, as well as Highway 101, which is about a mile from
here.

The next piqture, you'll see a more close-up.
The area surrounding the project is consisting mostly of
residential and townhome projects. The area has beéen
built primarily between the 1970s to the 1980s, and is

relatively mature.

The project, as I sa&, will be built on podium
with the entry to the project right about where the arrow
is. There will be an eight-foot masonry fence that goes
along the residential back portion of the property. The
buildings will be set back about 80 feet from the
residential areas. And the project will be two stories
above the podium level, two to three stories. The
project -- the buildings that front Monterey Highway and
Branham will be the two-story buildings. There will also
be a swimming pool -- I'm sorry, let me back up.

We have the Branham Lane and Monterey Highway

intersection here. Right down from the intersection is a
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bus station. Across the street is a proposed light rail
station.

And here, you're looking down Branham towards
the residential projects and the Branham side of the
property. There will be a left-hand turn lane, into the
project. And here, you can see the proposed elevations
of the buildings.

You can also see from here a swimming pool.
There will be a community-room area. There will be trash
enclosures along the perimeter of the property.

And in front, near the Branham and Monterey
intersection, is a community area that has a unique
300-year-old oak tree, which will make an attractive
landscape piece.

‘Here, you can see the entry to the project.

The rents for the projects, for the 50 percents

‘are 864 for one-bedrooms, 970 for two's. And relative

to the market rents of 1,078, the percentages are
80 percent, and for the two-bedrooms, it's 71 percent.
Two-bedrooms at 60 percent rents are 1,026 and 1,242.
And the three-bedrooms, 1,183 and 1,432.

MR. WARREN: Thank you, Ruth.

Environmental concerns: The project was
primarily agricultural. It was an orchard. Soil samples

have been taken. There are no adverse environmental
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1  concerns.

2 One correction on page 114, under "Occupancy .
3 Restrictions," the TCAC is 100 percent affordable, not

4 90 percent.

5 A‘brief comment about rents. Rents in San Jose
6 have compressed over the last two years, with the

7 deflation of the tech industry in that area. We're

8 keeping an eye on this. As a matter of fact, the

9 ope—bedroom units that Ruth has pointed out have actually
10 been reduced to our normal standards of 90 percent above
11 market. But the demand is still very strong for

12 affordable housing in the greater Santa Clara area. And
13 the project is cashed so appropriately, so it is a trend
14 we're watching; but we think that rents will stabilize in
15 the very near future.

16 So with that, we would like to have you

17 recommend approval and would be happy to answer any

18 questions to the Board.

19 CHAIRMAN WALLACE: Any questions from the Board?
20 Jack?

21 MR. SHINE: Just one question. Who owned the

22 land before it was purchased?

23 MS. VAKILI: The City of San Jose owns the land
24 currently.

25 MR. SHINE: So the city sold the land to the
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developers for 40 bucks a square foot and then loaned
them enough money to pay it back out of the proceeds; is
that how that wérks?

MS. VAKILI: Yes.

MR. WARREN: Essentially.

CHAIRMAN WALLACE: Do you want to get on that
list?

MR. SHINE: Boy.

CHAIRMAN WALLACE: They need it.

MR. SHINE: So then am I correct in assuming
from this, that 70 percent of the net proceeds go back to
the city to repay them for the loan to buy the land from’
them for the million dollars?

MR. WARREN: Well, I mean, essentially, yes.
They are making a l14-million-dollar development loan in
behind all of that. So that is part of the mix.

MR. SHINE: That's the loan that is being paid
off by 70 percent of the proceeds?

MR. WARREN: No, I don't -- no, the city owns
the land free and clear today. But the total development
costs entails our loan plus tax credits plus the
14-million-dollar contribution for the city for the total
development cost. I don't know what the city's basis is
in the project, though, Jack.

MR. SHINE: Well, I'm not asking the basis.
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1 . ' MR. WARREN: Okay.

2 MR. SHINE: Never mind. So of the approximately .
3 one million dollars a year over the term of the loan,

4 70 percent of that is going to go back to the city from

5 loan service and debt service?

6 MR. WARREN: You mean as far as residual

7 receipts, Mr. Shine?

8 MR. SHINE: Yes.

9 ‘ MR. WARREN: Yes.

10 CHAIRMAN WALLACE: Just out of curiosity, do you
11 know if it was -- with that close -- with established

12 housing, was it controversial to put in?

13 MS. VAKILI: It was actually controversial.

14 There were several meetings during the course of

15 predevelopment with the neighborhood.

16 CHAIRMAN WALLACE: Yes.

17 MS. VAKILI: And there were substantial

18 concessions made, which included more of a setback than
19 had originally been planned; a lower density; and rather
20 than a semi-subterranean parking lot, they had to depress
21 all of the parking. And also they had to put the masonry
22 = fence around the residential --

23 CHAIRMAN WALLACE: A wall.

24 MS. VAKILI: - and decreasing density. All of
25 those impacts did add to the cost.
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CHATIRMAN WALLACE: Sure.

MS. VAKILI: That wasn't anticipated.

‘CHAIRMAN WALLACE: Yes, I'd be kind of surprised
if some of those things didn't happen in an established
area. But the project pencils out, and the
recommendation by staff is to approve the loan.

Cathy?

MS. SANDOVAL: One question. I noted that it
is along the potential future right-of-way for the
high-speed rail. Obviously, we've got a lot of steps to
go before we have high-speed rail in California. But are
we satisfied with the setbacks and that the potential
arrangements will create something which will still make
it livable for the residents, if they do p;t high-speed
rail at that intersection?

MS. VAKILI: With the setbacks and also with the
landscape created along those perimeters, the impact ié
lessened quite a bit. Also, with the type of noise
attenuation that's going to be built into the project,
we're satisfied that that will be more than sufficient to
take care of any possible future impaqt. This high-speed
rail is not a certainty at this point.

CHAIRMAN WALLACE: That's not what you wanted to
hear; was it?

(Laughter)
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1 ] CHAIRMAN WALLACE: Business, Transportation and
2 Housing. , | ‘
3 (Laughter)

4 CHAIRMAN WALLACE: Notwithstanding, are we ready
5 for a motion?

6 : If so, who wants to step one step backward --

7 MS. SANDOVAL: So moved.

8 CHAIRMAN WALLACE: -- or forward?

9 MS. BORNSTEIN: Second.

10 CHAIRMAN WALLACE: Cathy and Julie.

11 Any discussion on the motion from the Board or
12 the audience?

13 (No response was heard.)

14 _ CHAIRMAN WALLACE: Hearing, seeing none, '
15 secretary, call the roll.

16 MS. OJIMA: Thank you, Mr. Chairman.

17 Ms. Peterson?

18 MS. PETERSON: Aye.

19 MS. OJIMA: Mr. Bayuk?

20 MR. BAYUK: Aye.

21 ‘ MS. OJIMA: Ms. Bornstein?

22 MS. BORNSTEIN: Aye.

23 MS. OJIMA: Ms. Sandoval?

24 MS. SANDOVAL: Aye.

25 MS. OJIMA: Ms. Hawkins?
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MS. HAWKINS: Aye.

MS. OJIMA: Mr. Shine?

MR. SHINE: Aye.

MS. OJIMA: Mr. Wallace?

CHAIRMAN WALLACE: Aye.

MS. OJIMA: Resolution 03-11 has been approved.

CHAIRMAN WALLACE: Resolution 03-11 is hereby
approved.

Thank you very much.

Let's move on to Glenbrook.

Resolution 03-12 (Glenbrook Apartments)

MR. WARREN: Thank you, Mr. Chairman.
Glenbrook Apartments is a 52-unit new
construction family proj;ct located in Grass Valley in

Nevada County. The loan request today is a first
mortgage amount of $3,355,000, 5.6 percent interest,
40-year term, tax exempt; and a bridée loan, to qualify
for 4 percent of credits, $2,335,000, 4 percent, which is
our prevailing, or newer bridge loan rate, one year,
simple interest term.

The City of_Grass Valley is a significant
contribution for a town this size, $2,796,000 of home
money for the project, also with a 40-year loan
co-terminus Qith our first on it.

So with that, I'll have Ed take us through the
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slides.

-MR. GIPSON: Glenbrook is a 4.7-acre site in
Grass Valley near Highway 49, which is this arterial
right here (indicating), and New Brunswick, the exit.
If the aerial looks somewhat familiar of the area,
Cedar Park, which we did back in September and got Board
approval, is the site across the street, which was an
8l-unit project.

Glenbrook will be a 52—unit project. It was for
a higher density previously; but as we'll talk about in
just a moment, there were some -- right here is a PG&E
substation, one site up separating through this barrier
of trees, if you will, and some walls and fences and
everything else. But the power lines, which are
high-tension power lines but not high-power power lines,
are running parallel to the street right here. So in the
design, we have set the project back, outside any PG&E
easement, which is 40 feet on each side of the line. And
so the first residential building is another 12 feet back

from that. And from that, we have also changed some of

‘the buildings from two-story to three-story to have the

52-unit density.
Here's a picture looking at the site. It is
traditionally Grass Valley, somewhat hilly, very "treey."

A beautiful area. The area is actually surrounded by
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multifamily across the street, which we saw services to
the north.

This is the reaf'walking path. It's basically
the back border of the site. To the right, it drops down
a little bit more. And to the left of this picture is
where more of the projects will be.

Here are the power lines that I was discussing
just previously. The far right side of the corner, you
can see Sutton Way. And so thése are the power lines.
These right here are low power lines that will be put
underground. But these right here, which are a little
further over, are the lines we're talking about. We've
had an EMF study, and it was updated as well just a
couple months ago to reflect all néw current information
that was around. And basically, they have negated any
issues with that and not found any consequence due to the
power lines. And they base those projections if it was
running at full power, as opposed to what it is now so if
sometime they've increased the power to the maximum that
the lines could hold.

Here's the PG&E substation.

Here is a side shot of what would be the
clubhouse and the front building of the layout.

Here's the site plan. Sutton Way is on our

left. The center of the project and the power lines
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being right along the front here. And then the project
sitting back off the very front building. The first
building that will be very nearby is the community.
building and then the residential surrounding to the back
of the site.

Now the rents, the rents are 614 for 50 percent,
711 for a 60 percent, two-bedrooms, which is 74 percent
and 86 percent of market for the three-bedrooms. They
are 678 at 50 percent and 801 for 60 percent, which is
73 percent and 86 percent of market.

There will be 24 two-bedrooms and
28 three-bedroom units. Rents in the area range from
550 to 900 dollars for a one- and two-bedroom right now
in Grass Valley; and from 765 to approximately 1,100
dollars for three-bedroom units in Grass Valley.

With the design changes and everything else
pertaining to the site, because of theipower lines, we
did reduce density so that the costs weren't spread out
over as many units as previously. But in protecting of
the clientele who would be there and any concerns that
anybody might have, we just thought it would be a better
move to just stay away from those lines in that area and
provide everybody comfort.

MR. WARREN: Okay, thanks, EAd.

Yes, we spent a little bit of time on the EMF
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studies. And as Ed indicated, there are no seeming
consequences, long-term health risks. But on the side of
precaution, they did move the setback to the property.

So that was a good thing.

The sponsor is Cascade Housing Association. It
is a nonprofit, based in Oregon. This is the third
project that they have done with us. And there are a
number of other projects that Cascade has done throughout
California and in Oregon.

So, again, this is a good project in a rural
area, and we would like to recommend approval, and be
happy to answer any questions.

CHAIRMAN WALLACE: Any questions from the Board?

Yes, Julie? '

MS. BQRNSTEIN: Actually, a comment,

Mr. Chairman, more than a question.

When the home application was made to us, the
project was at the higher unit count. We have it down as
60 units. So if the representative from the developer is
in the room, I would hope that you could cbntact our home
staff and make a request for a reduction in the units( so
that we don't have any delays in closing the loans. We
certainly don't want this project to be delayed, but we
do need our file brought up to date, so it reflects what

the project actually looks like.
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CHAIRMAN WALLACE: Jeanne?

MS. PETERSON: Mr. Chairman, about two weeks
ago or so the Treasurer's office received a copy of an
anonymous letter that was sent to the Board of
Equalization with respect to the developer on this
project, Cascade Housing. And while we recognize that
we can't give a huge amount of credence to anonymous
letters, the letter was quite specific in raiéing a lot
of questions with respect to the developer's position as
a nonprofit, an Oregon nonprofit, and whether or not that
was an accurately-conferred status. It also has raised
some questions with respect to specific tax credit deals
that this sponsor has done. And because of the timing,
because I happened to get the Board book and was reading
it shortly after receiving this letter, I did take the
opportunity to contact Mr. Warren, to send him a copy of
the letter. He was then able to send it on to the
sponsor, whose attorneys have responded, anyway, to the
Board of Equalization just, I think, the day before
yvesterday, asking for a full investigation, actually, of
the matter.

And so I raise this only, like I say, partly
because the timing of this project coming up before us
today, also we'll be looking at it from the tax credit

perspective. But I did feel compelled to raise it to the
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rest of the Board members..

And I wanted to ask on the record whether or not
there was any difference in the underwriting standards
that CalHFA applies to developers that have a nonprofit
status as opposed to a for-profit status? And just sort
of to make clear that -- or to ask the question whether
the outcome of this would make any difference to the
underwriting. We recognize that with respect, for
example, to the property taxes, that nonprofits in a
situation such as this one in Grass Valley will probably
be exempt from paying the property taxes. I'm not sure
if there are any other underwriting standards that are
different or if the pro forma would look different.

MR. WARREN: Right: No, we do not differentiate
from a product standpoint between nonprofits and
for-profits. The Agency has not done that from the loan
standpoint for a number of years.

The letter, obviously, is troublesome from the
standpoint that we want to make sure that all of our
borrowers are fully qualified. They've met all of our
underwriting tech tosts. The articles of incorporation,
their 501(c) (3) determination letters are all in order;
and we have no reason to believe that Cascade cannot
proceed as they've represénted to us.

But that said, we will follow along this

38



10
11
12
13
14
15
16
17
18
19

20
21
22
23
24

25

04

2

investigation that their attorneys have requested with
the Board of Equalization. And the representatives have
indicated they will cooperate with us in any way they
feel is appropriate. And that's fine with us.

But the quick answer to your question,

Ms. Peterson, is, no, we do not differentiate. But we
always look at the 501(c) (3) gualifications because the
ability to receive property tax abatements is critical to
underwriting projects. And if we don't do our due
diligence there on this and other projects, then we have
this as another problem. So we will continue to watch
this.

But we are satisfied at this juncture that this
meets our tests.

MS. PETERSON: Thank you.

And because of that, on behalf of the Treasurer,
when we do come to a vote, I'm going to vote to approve,
contingent upon staff's conclusion that the development
team does meet the requirements.

MR. WARREN: Certainly.

CHAIRMAN WALLACE: I think that's a caveat we
ought to attach to the motion, I think given that we're
all on notice now. In fact, I'll invite you to make that
motion.

MS. PETERSON: Oh, too bad.
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(Laughter)

MS. PETERSON: No, I'm happy to make that
motion. I'm happy to move approval, contingent upon
staff's conclusion that the development team meets the
requirements for the making of this loan.

CHAIRMAN WALLACE: Can I have a second?

MS. HAWKINS: 1I'll second.

CHAIRMAN WALLACE: Second, Carrie.

Any discussion on any of this, since I kind of
cut off debate when Jeanne was through? Any other
questions or concerns on the issue immediately raised or
the project in general?

(No response was heard.)

CHAIRMAN WALLACE: Are you ré;dy for the motion?

Okay, anybody in the audience who wants to speak
to this, before we take aqtion?

(No response was heard.)

CHAIRMAN WALLACE: Hearing, seeing none,
secretary, call the roll.

MS. OJIMA: Thank you, Mr. Chairman.

Ms. Peterson?

MS. PETERSON: Aye.

MS. OJIMA: Mr. Bayuk?

MR. BAYUK: Aye.

MS. OJIMA: Ms. Bornstein?
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MS. BORNSTEIN: Aye.

MS. OJIMA: Ms. Sandoval?

MS. SANDOVAL: Aye.

MS. OJIMA: Ms. Hawkins?

MS. HAWKINS: Aye.

MS. OJIMA: Mr. Shine?

MR. SHINE: Aye.

MS. OJIMA: Mr. Wallace?

CHAIRMAN WALLACE: Aye. " 4

MS. OJIMA: Resolution 03-12 has been approved.

CHAIRMAN WALLACE: Resolution 03-12 is hereby
approved.

Okay. Linn, if anything does come as a result

of that investigation, I think you or Terri should report .
it to us.

MR. WARREN: Yes, we will.

CHAIRMAN WALLACE: Okay, the ﬁéxt project.
Resolution 03-13 (Bayview Senior Apartments)

MR. WARREN: The next project, Mr. Chairman, is
Bayview Senior Apartments. This is located in Newport
Beach, in Orange County. It is a combined loan of
$11,740,000, comprised of both tax-exempt and taxable;
hence, the interest rate is blended at approximately
5.5 percent. This is 30 years. The financing, although

it says "tax-exempt," does have a taxable component to
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it.

This is a senior project. It is being developed
by the Related Companies under a land lease from The
Irvine Company. The long-term residual receipts of the
land lease for 57 years, of which there's a -- you'll see
the formula about the split of the funds, depending upon
available cash back to The Irvine Company.

This project was delayed. This is actually
another pgbject that the Boérd approved recently. It was
also a lease situation with Bridge housing in the Irvine
area, and was delayed because of soil conditions, old
dredgings on the site. It had some contamination and the
mitigation of the soils are the full responsibility of
The Irvine Company. 'And that is underway. And the
sponsors have advised us that when that is completed to
their satisfaction and ours, the project will go ahead
and proceed. |

But at that juncture -- but given that, we felt
it was appropriate that all other aspects of the project
was in pretty good shape. So we want to go ahead and
move forward with it.

So, Laura, with that, why don't you go ahead and
run some slides here?

MS. WHITTALL-SCHERFEE: Yes, the project itself

is outlined by the white kind of circle. Wwhat this is,
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is five acres. The whole parcel includes this area to
the left, and that is an additional ten acres. Right
now, the site is a full 15 acres. There will be a lot
line division. And our site will actually be this
five-acre piece you're seeing here.

To the east is Jamboree Road. And this is the
Coast Highway that runs kind of east-west. There is also
Backbay Road here. And across the street from Backbay
Road is the supermarket. There's a Hyatt down the road.
And this is a 520-family apartment building.

This is the Newport Dunes area. It's a very
attractive area in Newport Beach. There is no affordable
housing currently in Newport Beach. That means no
affordable senior projects and no affordable family
projects. The closest affordable housing is in Irvine,
about seven miles away. That project is fully leased,
and it has a waiting list of over 400 people. That is
a senior project.

There is a project in Huntington Beach,
currently under construction. It is expected to be
completed in April. It is fully leased up -- the
affordéble portion is. And there is an additional
waiting list of 50 people for an, as of yet, unopened
senior project.

This is looking northwest, towards the project.
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This site has absolutely gorgeous views. There will be
parks, trails that run from the site to the park area,

that is also going to be owned by the Related Companies

and the limited -~ and I believe the Related Companies
themselves.
Inside the project, there will -- oh, backing up

here, sorry. This is looking east, from the entrance of
Newport Dupes. There's a huge recreational area that you
can see, where the channel runs through the project. And
this is the entrance to that project. And you're looking
straight across to the site.

The site that you can see is graded. That's
where there has been some remediation work already
completed. And then the hilly'area to the back is the
back portion of the site.

There are three buildings. This is the
elevation of the first building. They are all
three-story buildings, with two-story elements at the
end of each building. And this is a little bit better
color elevation.

And this tells you exactly how the site is
located. Here's the project and here is the ten-acre
parcel on the side.

The rents ih this area are very, very high for

senior one- and two-bedrooms. There are going to be
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1 120 one-bedroom units. There will be 582 square feet.

2 That is large for senior units in this area. And there .
3 are 30 two-bedroom/one-bath units that afe apprdximately
4 810 square feet.

5 There will be 180 uncovered parking places. And
6 the rents show that the one-bedroom units are at about

7 61 to 74 percent of market. And the two-bedroom units

8 are between 65 percent and 78 percent of market rate.

9 MR. WARREN: Thank you.

10 | I neglected to mention that the City of Newport
11 Beach is contributing one million dollars in a residual
12 receipts loan.

13 One correction on page 160 of your project

14 summary, the appraisal did come in, and the project

15 was valued at 18 million dollars, which results in a

16 loan-~to-value of 64 percent.

17 As I said, the management partners, the

18 developer is Related Companies, the nonprofit is

19 Las Palmas Foundation, a nonprofit we have on a number
20 of our other projects, in conjunction with Related,

21 mainly in the Section 8 portfolio.

22 So as Laura indicated, this is really a gorgeous

23 site, very rare. We're happy to recommend it for

24 approval.

25 CHAIRMAN WALLACE: Linn, next time you don't
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have the appraisal then, don't put "zero® for final
value. Put "pending," or something like that.

{(Laughter)

CHAIRMAN WALLACE: Because otherwise, the
loan-to-value doesn't look real.

MR. WARREN: We will fix that, Mr. Chairman.

CHAIRMAN WALLACE: I'm glad to hear it has some
value.

MR. WARREN: It has,somg marginal valﬁe, ves,
sir.

{Laughter)

CHAIRMAN WALLACE: Okay, any questions?

Carrie?

MS. HAWKINS: I have a question.‘ Was there any
opposition to this development from the neighborhoods?

MS. SCHERFEE-WHITTALL: My understanding was
that because it was senior housing, people were very,'
very supportive. What has taken so long, though, have
been the soils issues on this site.

MS. HAWKINS: I'm just amazed at this
development because we've owned property at the cove,
which you've referenced in here. So I've been watching
this land for a long time, driving by it; and I'm just
amazed that you are able to put this all together with

the prices because, needless to say, there is no
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affordable housing there. Yet from being involved in the

community, there are many needs. Not everyone there is .

rich, and so it just is very difficult for anyone to get
housing there. So I'm just amazed that you've been able
to pull it together in that location. It is beautiful.

- MR. WARREN: I would point out, Ms. Hawkins,
that, obviously, we've done a number of projects with
Related Companies that work very well; but the folks in
The Irvine Company have been, as always, very quick, very
professional. They've been a delight té work with. So
they were very motivated to do this as well.

CHAIRMAN WALLACE: Yes, I know Bridge has done a
number of The Irvine Company projects --

MR. WARREN: Yes. ‘ .

CHAIRMAN WALLACE: -- and they want to do it.

But when you have zero value --
(Laughter)

CHAIRMAN WALLACE: -~ this is understandable
that it would take so long.

MR. WARREN: I'm not sure they agree with that
valuation.

CHAIRMAN WALLACE: Julie?

MS. BORNSTEIN: Well, I also am quite impressed
with this project. And knowing Newport Beach is a very

high-cost area, when I compare the cost per unit of this .
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project and the cost per unit of the San Jose project we
looked at initially, I'm wondering if you have any
comments on just how this project came in at such a low
cost, in such a high-cost area?

MR. WARREN: Well, first of all, the San Jose
project has three elements to it, which really did move
the costs up significantly: Podium construction, the
parking, and the prevéiling wage in San Jose have.been
very diff;cult. And it was a family project, so you have
that configuration.

This is a senior project. They are smaller
units, lower density, garden-style. And there may be
some efficiencies that they are Related Companies. But
I agree, it is oneﬁof the anomalies of this industry, in
which the costs sometimes don't make any sense.

But I think you have a different product type
for this. But I have seen the Related Compaqies bring
in senior.projects at similar costs. So we're fairly
comfortable with it.

CHAIRMAN WALLACE: But San Jose was pointed out,
and that's part of the reason I ask; if it's
controversial, it's going to de facto raise the cost.

MR. WARREN: And I don't think we've brought
that up in San Jose, is there was an enormous amount of

locality -- or neighborhood involvement that compelled
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1 numerous design changes that went on for a long period of

2 time, that ended up being embedded within the hard costs. .
3 CHAIRMAN WALLACE: Sure.

4 MR. WARREN: And that is not the case here.

5 CHAIRMAN WALLACE: People don't generally

6 understand ﬁhat; they just don't want to.

7 MR. WARREN: Right.

8 CHAIRMAN WALLACE: But it automatically raises

9 the cost.

10 MR. WARREN: And in this project, the site

11 mitigation costs are outside of the capital budget, since

12 they're being dealt with entirely by The Irvine Company.

13 That did not make it into the cost structure. .
14 MS. PETERSON: Plus the land is over eight and a ‘
15 half million dollars' difference.

16 CHAIRMAN WALLACE: Yes, in part, that's because

17 . Irvine -- I know from my Bridge experience, The Irvine

18 Company can be a little bit more gratuitous with the size

19 of the development that they have; whereas if you're

20 looking at an isolated site, gratuities'typically aren't

21 there.

22 MR. WARREN: That's correct.

23 CHAIRMAN WALLACE: Cathy?

24 MS. SANDOVAL: What I know is -- and Pat Neal

25 can attest to this -- this is an area that has a .
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tremendous affordable housing need. So I'm glad to see
that we're proposing to do something there.

I was wondering about that other adjoining
parcel. What is it zoned for, and are there any other
pending plans for its use, and do we believe those uses
are compatible?

MS. WHITTALL-SCHERFEE: Yes. There is not going
to be any construction on it. It is going to be a park.
It will have hiking trails, bicycle trails, park benches.
And that is what it is going to be designated for. And
there will be access from this site to the park area as
well.

MS. SANDOVAL: And who owns that adjoining
parcel?

MS. SCHERFEE-WHITTALL: The Related Companies.

CHAIRMAN WALLACE: Are you satisfied?

Carrie?

MS. HAWKINS: I'm ready to move approval so that
I go on the record as not being a nimby.

(Laughter)

MS. HAWKINS: It's my family that actually owns
it; not myself, personally.

CHAIRMAN WALLACE: Oh, that's different.

Do you want to make it a motion then?

MS. HAWKINS: I will.
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1 : CHAIRMAN WALLACE: And so the motion by
2 Ms. Hawkins. ‘
3 Is there a second?

4 MS. SANDOVAL: Second.

5 CHAIRMAN WALLACE: Cathy Sandoval.

6 Any further questions on the motion, from either
7 the Board or the audience?

8 (No response was heard.)

9 CHAIRMAN WALLACE: Hearing, seeing none,
10 secretary, call the roll.

11 MS. OJIMA: Thank you, Mr. Chairman.
12 Ms. Peterson?

13 MS. PETERSON: Aye.

14 MS. OJIMA: Mr. Bayuk?

15 MR. BAYUK: Aye.

16 MS. OJIMA: Ms. Bornstein?

17 . MS. BORNSTEIN: Aye.

18 MS. OJIMA: Ms. Sandoval?

19 MS. SANDOVAL: Aye.

20 MS. OJIMA: Ms. Hawkins?

21 MS. HAWKINS; Aye.

22 MS. OJIMA: Mr. Shine?

23 MR. SHINE: Aye.

24 MS. OJIMA: Mr. Wallace?

25 CHAIRMAN WALLACE: Aye.
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MS. OJIMA: Resolution 03-13 has been approved.

CHAIRMAN WALLACE: Resolution 0-13 -- am I
right?

MS. OJIMA: Yes, 03-13.

CHAIRMAN WALLACE: 03-13 is hereby approved.

Okay, let's move on to Wildhorse.

Resolution 03-14 (Moore Village at Wildhorse)

MR. WARREN: Yes, Mr. Chairman. Moore Village
at Wildhorse is a 59-unit family project in the City of
Davis in Yolo County. The mortgage request is a
first-mortgage amount for 2,950,000, 5.4 interest rate,
30 years, and a bridge loan again to qualify for
4 percent, tax credits of 1,950,000, 4 percent for two
years.

The City of Davis has a significant contributioﬁ
to this project in the amount of a residual receipts
development loan of 3,300,000 dollars; and the city is
also contributing to the site, which has been valued at
539,000 dollars.

The sponsor developer is Davis Mutual Housing
2003, an organization we know. We did the Twin Pines
Project with them in North Davis several years ago; and
they've been very active in the Davis area for a number
of years. So with that, I'll -- just so everyone will

know where we're at, this is Davis.(indicating). And we
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1 are right here, by the way (indicating), in case_anybody

2 ‘cares. v .
3 CHAIRMAN WALLACE: We'll have to visit.

4 MR. WARREN: Go ahead.

5 MS. SCHERFEE-WHITTALL: You can see my house

6 from there.

7 . MR. WARREN: You can see it? I live down here

8 (indicating) .

9 (Laughter)

10 MR. WARREN: Go ahead, Laura. Sorry.

11 MS. SCHERFEE-WHITTALL: Okay. Any place on this

12 golf course right here.

13 MR. WARREN: That's the ninth hole of the .

14 Wildhorse Golf --

15 : (Laughter)

16 ' MS. WHITTALL-SCHERFEE: I thought you were

17 taking my thunder here.

18 MR. WARREN: No, I'm done.

19 MS. SCHERFEE-WHITTALL: Okay, this property is
20 3.93 acres in size. It's zoned to allow the 59 units,
21 thét.are going to be qonstructed as part of this

22 development.

23 It's 1.3 miles north of I-80, which is this
24 roadway you see right here (indicating). It's a new
25. development that is surrounded by single-family homes;
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and the average price range for those homes is between
450,000 and 600,000 dollars.

And you can see the homes a little bit better.
And this is the ninth hole of the Wildhorse Golf Course.

MR. WARREN: Okay.

MS. WHITTALL-SCHERFEE: Okay, is that enough?

MR. WARREN: Yes, that's enough.

MS. WHITTALL-SCHERFEE: Median home prices in
Davis are averaging 380,000 dollars. And there is a very
big shortage of affordable housing. A lot of affordable
housing is taken up by students. And since students
don't qualify by their -- you know, if they are truly
students for our housing. Sometimes the affordable
housing numbers sound like there's really not a need in
Davis; but that is far from the truth.

Here is another view. It's across the street
from Moore Boulevard; and it is a view of our site.

The project consists of 17 buildings. They're
one- and two-story townhomes.

One of our first comments when we saw this slide
was, "Wow, those coloré are rather bright." Apparently,‘
the Planning Commission felt the same way. And a couple
days ago, they did ask the architect to tone down those
colors. So these do not represent the colors that are

expected to be on the final product.
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There was a lot of nimbyism that had to be
addressed. There have been ten meetings with the
neighbors in the last one-and-a-half years. And you'll
see some site design and layout issues that were
developed as a result of these meetings.

This is a site layout of the project:

17 buildings, one- and two-story townhomes. Two- and
three-bedroom units will have laundry hookups. But there
is a community room that_will have a laundry room, as
well as a kitchen, a community room, leasing offices and
separate bathrooms.

Outside amenities are going to include a
handball court, tot lot, barbecues and picnic tables and
bicycle parking.

The 93 uncovered parking places that you see
within this circle are part of the response to the
concern of the single-family homeowners around the area.
Therparking was put so that it would no; be visible to
those people who own single-family homes in the area.

The whole design of this project was to make it
look as close to the single-family homes as you possibly'
could. And that's why you have 17 separate buildings as
opposed to more of an apartment-type townhouse look.

There are ten proposed projects in Davis right

now, with a total of 527 units. These are projects that
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have not yet been constructed. They are either proposed
or in the planning stages; and this includes Moore
Village at Wildhorse.

In terms of the units, we have 17 one-bedroom
units. They are 640 square feet. There are also
17 two-bedroom units, approximately 960 square feet. And
the three-bedroom units are 1,120 square feet.

The rents are 62 to 70 percent of market
for the one-bedrooms, and 58 to 72 percent of market for
the two-bedrooms, and 42 percent to 54 percent for the
three-bedrooms.

In terms of environmental, there was a Phase I
completed on the entire subdivision. There was -- it was
not specific to this site. So one of the recommendations
that will be a part of the final commitment and will
need to be incorporated into the scope of work will be
any results from an updated Phase I that will be
site-specific.

The seismic review was completed} and there are
no concerns or issues raised from a seismic perspective.

That's it.

MR. WARREN: Okay, Davis Mutual Housing will be
having John Stewart manage the property -- an
organization you're very familiar with.

As Laura indicated, the rents in Davis and other
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towns similar, there's just a lot of rent pressures

because of the students and also from folks that are
moving into the Davis area.

So with that, we'd like to recommend approval;
and we'd be happy to answer any questions.

CHAIRMAN WALLACE: Questions?

MR. SHINE: Just a comment that I think --

CHAIRMAN WALLACE: Yes.

MR. SHINE: Whoever the architect or land
planner is did a really nice job in resolving the issue
of the community concern with respect to the interface
between this project and the existing homes in which they

live. I think it was a nice solution. .

CHAIRMAN WALLACE: I looked at buying Wildhorse
Ranch in about the late eighties or something; and I can
remember there was designated in the general plan
affordable housing. The moral of the story is you had
better get that developed first-because as soon as you
build all your -- you tell everybody else around you,
there's going to be affordable -- it was blatant. That's
where it is. And I looked at doing the whole thing.
But sometimes the market doesn't cooperate with you in
doing such a thing as developing affordable housing

first. And then you get a built-in objector every time

you sell a home.

57



10

11

12

13

14

15

16

17 .

18
19
20
21
22
23
24

25

061

MR. SHINE: Your biggest objectors for Phase II
are the people from Phase I.

CHAIRMAN WALLACE: " Yes. Well, we try and deal
with that in the development community; but it isn't
easy.

Will you just quickly describe why a bridge
loan? We have had a couple in today's agenda.

MR. WARREN: Oh, why we did it?

CHAIRMAN WALLACE: And what circumstances
precipitate, Linn, a bridge loan?

MR. WARREN: To qualify for 4 percent credits
with tax-exempt financing, in excess of 50 percent of the
development costs must be financed by tax-exempt
proceeds, based upon a basis calculation of the total
capital cost. This is solved in two ways. If we did the
construction loan and tax-exempt funds of that 50 percent
ﬁest went through the construction period, that would
qualify for the 4 percent credits. If we do not do the
construction loan but do the permanent loan, the
permanent loan in this case, just by itself, does not
meet the 50 percent test. So we have to make a one-year
bridge loan to take us over that 50 percent threshold.
The repayment of the bridge loan is really delayed
equity. Tax credit equity then comes in a year later,

or however we do assignments.
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1 But that's why we do it. And one reason that

2 we have gone to visit the construction lending is because .
3 it's a simpler structure. But that's why we do it.

4 CHAIRMAN WALLACE: And the 50 percent test,

5 again, is --

6 MR. WARREN: 50 percent of the eligible tax

7 credit basis, I probably said it wrong; and Jeanne can

8 correct me. But it's basically a calculation -- there's
9 a basis of the capital costs, less reserves and less

10 fees. Basically it's hard costs that are depreciable.

11 And from that is the basis test, and the tax credit --
12 or the dollar amounts based against that. And that's in
13 bond law and the tax credit law. So that's something we
14 just have to live with. .
15 : CHAIRMAN WALLACE: Thank you.

16 MR. SHINE: I'm pleased to move that one.

17 CHAIRMAN WALLACE: Okay, Mr. Shine moves.

18 ’*' And is there a second?

19 MS. BORNSTEIN: Second.

20 CHAIRMAN WALLACE: Ms. Bornstein.
21 ' Any questions from the Board or the audience on
22 | the motion to approve?
23 (No response was heard.)
24 CHAIRMAN WALLACE: Hearing, seeing none,

25 secretary, call the roll.
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approved.

MS. OJIMA: Thank you, Mr. Chairman.

Ms. Peterson?

MS. PETERSON: Aye.

MS. OJIMA: Mr. Bayuk?
MR. BAYUK: Aye.

MS. OJIMA: Ms. Bornstein.
MS. BORNSTEIN: Aye.

MS. OJIMA: Ms. Sandoval?
MS. SANDOVAL: Aye.

MS. OJIMA: Mr. Shine?
MR. SHINE: Aye.

MS. OJIMA: Mr. Wallace?

CHAIRMAN WALLACE: Aye.

063

MS. OJIMA: Resolution 03-14 has been approved.

CHAIRMAN WALLACE: Resolution 03-14 is hereby

Okay, how about Skyline Village?

MR. WARREN: Mr. Chairman, [I'll have Laura and

Ed are going to take the next couple], so I'll let them

take it away.

Resolution (03-15 (Skyline Village Apartments)

CHAIRMAN WALLACE: We've got a lot of paperwork

on Skyline village, though.

MS. SCHERFEE-WHITTALL: That's because you've

seen it before.
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1 CHAIRMAN WALLACE: So just give us a heads-up on
2 why.
3 MS. SCHERFEE-WHITTALL: Yes. What it is we're
4 coming to you is for a modification. Skyline Village
5 originally was approved by the Board in March of 2001.
6 It is a 73-unit new construction family project located
7 at 420 South Lucas Avenue in Los Angeles. 1It's a
8 loan-to-lender deal with a first permanent loan.
9 Originally, the approval that the Board provided
10 was for a loan-to-lender in the amount of 6,805,000
11 dollars, 6 percent interest, one year; and then a
12 permanent loan in the amount of 2,750,000 dollars at
13 6 percent, for 40 years.
14 We are requesting approval,today of a loan
15 modification, incréasing the loan-to-lender to 9 million,
16 with a blended rate of 4.7, and a one-year simple
17 interest tax-exempt loan.
18 - The blended rate is confusing if you look at the
19 original Board package and try to compare it to what our
20 rates are today, because when we actually sold the bonds,
21 we were able to sell them at a lower rate, and pass ﬁhat
22 savings on to the borrower. So the blended rate that you
23 see is the rate that we actually passed on to the
24 - Dborrower, combined with our rate today.

25 What that results in is a loan to lender of
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9 million dollars, and then a permanent loan of
3,750,000, with a blended rate of 5.35 percent for
40 years.

In order to complete construction on Skyline
Village, we've had to find -- or the borrower has had
to find new sources of financing. The borrower is
Thomas Safran and Associates. And they have approached
Los Angeles Housing and Developmeht, who is increasing
their residual receipt loan from a 1,836,471 to 2,872,460
dollars. They've also obtained an AHP grant of 292,000
dollars and a grant from the City of Industry for 566,000
dollars. The one loan that does remain the same is the
MHP loan for 55 years at 4,056,342 dollars.

And with that, I'm going to let -- I'm going to
ask Ed to show the pictures and also explain the reasons
for the increase.

MR. GIPSON: Skyline has experienced several
cost overruns, primarily from some desién changes that
were first brought to it by the city on how they wanted
it to lay out. And with most things, some repercussions
came about with the subterranean parking, the retaining
walls. And it's Los Angeles, so then that triggered some
seismic issues. Construction costs increased overall.
Supply costs increased overall. It's a prevailing wage

project. They then had some difficulty bringing in
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1 contractors and getting reasonable-priced contracts.

2 And basically, the largest increase in costs are

3 associated with construction with this project, with the
4 remaining being associated costs along that line. But
5 they are large costs.

6 CHAIRMAN WALLACE: Was it prevailing wage when
7 we originally approved it?

8 MR. GIPSON: Yes, it was.

9 CHAIRMAN WALLACE: So that's been consistent?
10 MR. GIPSON: Yes, it's been consistent.

11 I do want to make one clarification, that the
12 loan-to-lender is a two-year term. A two-year term.

13 My apologies.

14 " Here's the site on the slide overheaa. As you
15 can see, it's an L-shaped site. 1It's approximately,

16 1.6 acres. In the distance, you can see downtown

17 qu Angeles.

18 Here's the reverse angle shot, pointing north
19 still. There's a park over there towards the right of
20 the slide.

21 Here's a shot from the cénter of the property.
22 If you recall, it's an L-shaped site, so now we're

23 looking towards the west. Before there were structures
24 on the property, so the demolition has been‘completed

25 now.
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We're now looking the other direction, kind of
northwest. And so now the site is now clear and all
those tenants have been relocated.

Here's the site layout, kind of compacted. But
you can see, it is an L-shaped site with that upper
left-hand corner being the existing structure of another
property sitting there.

And here's an elevation to give you an idea of
what it will look like.

The rents involved: They have several units at
35 percent below market and some at 60 percent. The
one-bedrooms at 35 percent are at 362. The 60 percent
units are at 583, which makes them 48 percent and
78 percent of market. Their two-bedrooms are 433 for
35 percent and 698 for 60 percent units, which places
them at 38 and 61 percent of market.

The three-bedrooms are, for the 35 percent, it
is 495. And I apologize, there's an error here. The
60 percent is at 801 -- the slide is correct; the
write-up is incorrect -- which makes it 38 percent and
61 percent of market. And the four-bedrooms, same issue,
the 35 percent is actually 544, not 801 -- that would be
a little high for 35 percent -- which makes that
36 percent of market; and the 60 percent is 885, which

makes it 59 percent of market.
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We received a new appraisal to substantiate the-
values. Those are 2002 rents that they are now being
measured against. So the rents were updated from the
previous approval. And as Laura mentioned, several
parties have increased their loan amoﬁnts to help offset
the costs, including CalHFA for one million dollars, the
City of Industry contributing, and an AHP grant, and
L.A. Housing.

MS. SCHERFEE—WHITTALL: One other comment is
that the borrower has also contributed, in the form
of -- they've increased their deferred developer fee.
Originally, the deferral was going to be closer to
250,000. Now it is almost 400,000 dollars more than
that.

And with that, we'll be happy to answer any
questions; and we'd like to recommend approval.

CHAIRMAN WALLACE: Any questions from the Board?

Julie?

MS. BORNSTEIN: We, of coufse, made the MHP ioan
some time ago; and all of the changes that you cite have
occurred since that time. I don't think this information
has been shared with our MHP division. And I would ask
again if the representative of the developer is in the
room, or if you would be kind enough to put that message

over to them, thaﬁ we do need to have all of this latest
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information in our file as well. Again, we don't want
to delay any closings that might be involved with the
MHP loans. So it is important that we get all of the
new information in the event any actions are needed on
our part.

CHAIRMAN WALLACE: Pat Neal?

MS. NEAL: Yes, Chairman Wallace. I was curious
as to whether the grant, from the City of Industry was
directly from the City of Industry or through L.A.
County?

MR. GIPSON: I believe it's directly thréugh the
City of Industry.

MS. NEAL: Okay, thank you.

CHAIRMAN WALLACE: Any other questions or
comments?

(No response was heard.)

CHAIRMAN WALLACE: Okay, the Chair will
entertain a motion.

(No response was heard.)

Hearing none and seeing none, let's go on to the
next project.

(Laughter)
'MS. SANDOVAL: So moved.
CHAIRMAN WALLACE: Cathy moves?

MR. SHINE: Second.
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1 CHAIRMAN WALLACE: Jack Shine seconds.

2 Any question on the motion from the Board or the .
3 audience? |

4 (No response was heard.)

5 CHAIRMAN WALLACE: Hearing, seeing none,

6 secretary, call the roll.

7 MS. OJIMA: Thank you, Mr. Chairman.

8 Ms. P.eterson?

9 MS. PETERSON: Aye.

10 CHAIRMAN WALLACE: Mr. Bayuk?

11 MR. BAYUK: Aye.

12 MS. OJIMA: Ms. Bornstein?

13 MS. BORNSTEIN: Aye.

14 MS. OJIMA: Ms. Sandoval?

15 MS. SANDOVAL: Aye.

16 ' MS. OJIMA: Ms. Hawkins?

17 MS. HAWKINS: Aye.

18 MS. OJIMA: Mr. Shine?

19 MR. SHINE: Aye.

20 MS. OJIMA: Mr. Wallace?

21 | CHAIRMAN WALLACE: Aye.

22 MS. OJIMA: Resolution 03-15 has been approved.
23 CHAIRMAN WALLACE: Resolution 03-15 is hereby
24 approved.

25 I'm going to ask Carrie to take over and chair .
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Corralitos Creek.

Linn?

MR. WARREN: I will let Laura finish it up.

MS. SCHERFEE-WHITTALL: I'm going to finish it
up.

Resolution 03-18 (Corralitos Creek Apartments)

MS. SCHERFEE-WHITTALL: Corralitos Creek is a
1oan—to-1énder request and a permanent loan. We're
requesting a loan-to-lender in the amount of 7,250,000
dollars at 3 percent interest for two years. And then a
permanent loan in the amount of\2,000,000 at 5.4 percent
for 30 years.

The property is a 64-unit new construction
family project. 1It's located at 125 Pajaro Circle in
Freedom, California, which is near Santa Cruz County --
or, I'm sorry, it's in Santa Cruz County.

In addition, the locality has provided
financing. The Redevelopment Agency for the County of
Santa Cruz is providing a 1,325,000-dollar loan,

55 years, 4 percent interest, with residual receipt
payﬁents.

The borrower is known to us. They are South
County Housing Co?p. The name of the limited partnership
is Corralitos Creek Associates Limited Partnership.

South County has recently completed one of our first
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1 loan-to-lender deals; and that was Monticelli. They are
2 also using Kent Construction, who was the contractor on
3 the Monticelli project. They came in early, gnd the
4 project was finished slightly under budget.
S South County Property Management Company, an
6 affiliaté of South County Housing, will be the property
7 management company.
8 We've also received the new appraisal. It came
9 in at 6,800,000 dollars.
10 And, Ruth, why don't you lead off on the
11 pictures?
12 ’ MS. VAKILI: Okay, this is a view of the
13 project. There are two sites, one on each side of the
14 street. Along here is Corralitos Creek.
15 . And to the back of this site is a project which
16 is under construction, and also developed by South County
17 . Housing, which is 35 townhomes. The pfoject should be
18 completed in the next three to four months and fully
19 leased up.
20 And on the other side of the street is a senior
21 housing project that is affordable.
22 Just adjacent to the site is a retail strip. It
23 has a Ralph's and a Sears and a Rite-Aid. A bus station
24 is just across -- a bus stop is just up the street. So
25 it's conveniently located.
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The project will be -- let me go on to the next
slide here' and we can see it a little bit better.

The project will be garden-style apartments,
walk-up, 64 stacked flats. There are
12 one-bedroom/one-bath units of 756 square feet,

32 two-bedroom/one bath units at 852. And
20 three-bedroom/one-and-a-half bath units at
1,091 squafe feet.

There will be two laundry rooms, also a
community room with offices and a computer room and
library. There will also be a tot lot and a sport court
on the site. They'll be located roughly along the
portion of the site that fronts the creek.

Here, you can see a little more of the creek
side. You can also see soil that is stacked on this site
temporarily, which are spoils from the project next to it
that's under construction. And that will be removed
before construction starts.

Here is a‘computer—generatéd elevation of thé
project, and fronting along airport and right up the
street is the bus stop.

Here's another view of the project.

The project will be at least at leased at
35 and 40 percent rents for farm workers and also at

50 and 60 percent. The project is estimated to be, upon
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completion, leased up within three months due to the
heavy market demand in the area. The market survey
estimated that 70 percent of the farm workers in the area
would qualify under income qualifications to qualify to
occupy the project. There is a very heavy demand in the
area in the area for this project.

In addition, the demand for the 50 and
60 percent rents is very high. Within the Santa Cruz
County, there's.a waiting list of over 7,000 households;
and within Watsonville itself, a waiting list of almost
2,000 households, which would qualify for this project as
wéll.

The project's location is very convenient to the
downtown area and to allgthe services.

The rents -- we have one more slide. The
project, being that it's along the creek, will have
fencing along the perimeter near the creek, and special
fencing. For those who are interested in environmental
issues, the fending that particularly blocks the passage
of the red-legged frog from Corralitos Creek onto the
site. So that was kind of an interesting little tidbit,
so that you won't have any red-legged frogs on your
affordable housing site. And I guess that was an
important environmental consideration for the project,

which is a little bit unique.
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Other than that, there are no other
environmental issues on the site. It was basically a
fallow field for most of its populated history.

The geotechnical report did reveal that there is
a moderate potential for possible liquefaction in the
case of a strong earthquake. And because of that, the
developers have set back the buildings from Corralitos
Creek about 110 feet from the creek, so that those areas
would not be subject to the liquefaction.

Okay, the rents that we're expecting at the
35 and 40 for the farm workers, for the one-bedrooms is
about 646 dollars, which is 73 percent of market.

The -- I'm sorry, let me back up.

The farm worker rents at 35 to 40 percent. The
35 for the one-bedroom is 452; and for the two-bedrooms
is 517, which are respectively 53 and 59 percent of
market. Two-bedrooms is 543 and 621, which are 47 and
54 percent of market. And three's are at 627 and 717,
which are 42 and 48 percent of markét.

What did I do? Pressing too many buttons.

MS SCHERFEE—WHITTALL: In addition to the
Redevelopment Agency financing, there's also Home Funds
on this project to the tune of 3.5 million-dollar loan at
3 percent interest. AHP has a 400,000-dollar loan for

30 years. The Farm Worker Housing Grant is 1,073,000
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1 dollars. And then there's other contributions to the

2 site. But there is a lot of locality and other funding
3 that's going to make this project possible and allow the
4 affordability levels that we're seeing.

5 And with that, we'd like to answer any

6 questions, and recommend it for approval.

7 MS. HAWKINS: Mr. Shine?

8 MR. SHINE: Could we go back to the plot plan of
9 Pajaro Road there?

10 The one just before this, please.

11 Well, maybe before that, too.

12 MS. SCHERFEE-WHITTALL: It is. 1It's before.

13 MR. SHINE: In the upper portion, on the

14 _ right-hand*side, it depicts buildings. Are those the

15 ones under construction?

16 MS. VAKILI: The projects, right in this area,
17 are those that are undef construction right now.

18 MR. SHINE: Who is the owner of those projects?
19 | ‘ MS. VAKILI: That's also South County Housing.
20 MR. SHINE: 1Is this project then just another
21 phase of that development?

22 MS. VAKILI: Yes, it is.

23 MR. SHINE: Will the same entity own both and
24 manage both?

25 MS. VAKILI: The townhomes are for-sale units,
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which will be sold to people of low and very-low income.

MR. SHINE: With a covenant of some kind?

MS. VAKILI: Yes.

MR. SHINE: So those will be sold, and those
will be owner occupied, and these will be rentals?

MS. VAKILI: Right.

MR. SHINE: And these are flats?

MS. VAKILI: Yes.

MS. HAWKINS: Any questions?

I'm sorry, Mr. Shine, proceed.

MR. SHINE: Thank you.

MS. HAWKINS: Ms. Peterson?

MS. PETERSON: I have a question with respect to
what the restrictions are for the farm worker population
and the general population, how that's going to work?

MS. VAKILI: The restrictions for the

farm worker units at 35 and 40 percent, the project will

'be targeted for farm workers. And I believe as a part of

the financing, under the Farm Worker Housing Grant, the
units are actually set aside for farm workers that are
income qualified.

MS. PETERSON: And how many of those units will
that be?

MS. VAKILI: That will be 32 units, I believe.

MS. PETERSON: Thank you.
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1 MS. HAWKINS: Any other questions?

2 Mr. Shine?

3 MR. SHINE: Excuse my curiosity, but can we talk
4 about access for just a moment? You have a for-sale and

5 a for-rent project. The for-rent project is before us

6 today.

7 In looking at the map, I'm not able to see any

8 access to the for-sale project except through the

9 for-rent project. Or is that black-line boundary not

10 appropriately placed as a demarcation?

11 MS. VAKILI: There is one form of access on this
12 side of the street. There will be reciprocal access

13 easements for access to the townhome site.

14 MR. SHINE: will the HOA of the townhome site --
15 is that a private street?

16 MS. VAKILI: I believe it is.

17 MR. SHINE: Who will be fesponsible for the

18 maintenance and the upkeep it?

19 MS. VAKILI: For the portion of the townhome

20 site, it will be the HOA, and for the portion -- pro rata
21 portion that is attributable to the apartments,.it would

22 be the owner of the apartment project.

23 MR. SHINE: So it will be shared on an undivided
24 basis for the entire street?

25 MS. VAKILI: Yes, that's my understanding.
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MR. SHINE: Thank you.

MS. HAWKINS: Thank you.

Any other questions?

(No response was heard.)

MS. HAWKINS: Hearing none, I will entertain a
motion to approve.

CHAIRMAN WALLACE: I'll move.

MS. BORNSTEIN: Second.

MS. HAWKINS: It's been moved by Mr. Clark and
seconded by Ms. Bornstein.

Are there any comments for discussion or
anything further from the Board or the public?

(No response was heard.)

MS. HAWKINS: Hearing none, could we please have
the roll?

MS. OJIMA: Ms. Peterson?

MS. PETERSON: Aye.

MS. OJIMA: Mr. Bayuk?

MR. BAYUK: Aye.

MS. OJIMA: Ms. Bornstein?

MS. BORNSTEIN: Aye.

MS. OJIMA: Ms. Sandoval?

MS. SANDOVAL: Aye.

MS. OJIMA: Ms. Hawkins?

MS. HAWKINS: Aye.
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MS. OJIMA: Mr. Shine? -

MR. SHINE: Aye.

MS. OJIMA: Mr. Wallace?

CHAIRMAN WALLACE: Aye.

MS. OJIMA: Resolution 03-18 has been approved.

MS. HAWKINS: Mr. Wallace, I turn it over to
you.

CHAIRMAN WALLACE: Thank you. Thank you,
Carrie.

Yes, Jack?

MR. SHINE: 1Is it appropriate now to make a
non-project comment?

CHAIRMAN WALLACE: Sure.

MR. SHINE: .

I'd like to make a request that we

be supplied with a line-item breakdown of construction
costs with each project as it comes in, so we can
ascertain to what extent off-sites are br are not part
of that cost.

MR. WARREN: Sure.

MR. SHINE: And also, if you could, is there a
standard of some kind with réspect to the obligations and
responsibilities of the architect on the project that
runs from project to project, or is each one different?

MR. WARREN: There is an architect's agreement

letter, if you will, that we make them sign, which really .
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requires them to sign off on the as—builts( for example,
and to engage a supervising architect during
construction, if that's what you're referring to.

MR. SHINE: Do they do ongoing inspections?

MR. WARREN: Ongoing inspections? We
retain -- we have our own staffing inspectors plus
retained inspectors; but we also require that the design
architect either do it himself or hire a supervising
architect to go out regularly and inspect the project as
part of our requirement.

MR. SHINE: And do‘they submit anything to you
as a result of those inspeétions?

MR. WARREN: At the end, they do. Since we are
not a construction lender, we don't look at the ongoing
inspections; but at the end of the day, we look at the
as-built certifications from the architect, at the end of
the day.

MR. SHINE: So they're signing with their
license that this is --

MR. WARREN: Yes, that this is built according
to the -- the as—builts are built according to their
plans.

As we do construction lending, though,

Mr. Shine, that will change, because then we'll have

to have ongoing inspections from the architect, on a
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1 going-forward basis.

2 MR. SHINE: Thank you very much.

3 MR. WARREN: So, yes, we do look at that.

4 CHAIRMAN WALLACE: Thank you, Laura.

5 Thank you, Linn.

6 Linn, you've got a couple of non-project items.
7 MR. WARREN: A couple, yes.

8 CHAIRMAN WALLACE: Let's move on to Item 5 then.
9 . MR. WARREN: All right.

10 CHAIRMAN WALLACE: It's on page 229.

11 Item 5: Resolution 03-16 (GMAC contract underwriting

12 agreement for CalHFA 236 loans)

13 MR. WARREN: Actually, this is my next one, so
14 I'm going to‘reduce these just for a moment.

15 The first delegation -- or the first request for
16 resolution is the GMAC 236 contract.

17 By way of backgrbund, as some of the Board

18 members may remember, is that in December of 2002, the

19 Agency purchased approximately 279 loans from Fahnie Mae.
20 These were 236 assisted HUD loans, an opportunity that

21 Fannie Mae offered to HFAs around the country. To my

22 knowledge, we were the only HFA that took advantage of

23 the loan purchase, with the reason -- with the objective
24 to put ourselves in the position as a new lender to help
25 refinance and reposition these projects and to prevent
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runoffs and opt-outs.

We did‘an analysis right after that. We did a
number of these. But a couple things occurred,
unfortunately because of resource constraints it was very
tough for us to get to the portfolio and the runoff rate,
the payoff rate of the 236 portfolio was actually very
low. So, for example, today there are 238 - 236 loans in
the portfolio, out of the original 279. And we have
financed ten of those. So less than -- or a little over
10 percent of the portfolio has runoff, and some of those
have gone on to affordable.

But that said, we felt it was appropriate for us
as our resources have replenished themselves, to
readdress and revisit the 236 portfolio. So we put out
an RFP for a contract underwriter to help us with
underwriting and marketing. We received a few responses,
and the best of which was the GMAC Commercial Mortgage
Group, which has offices located that specialize in FHA
lending, fortunately, in Sacramento.

So with that, we would like to seek approval
from thelBoard to contract with GMAC Commercial Mortgage,
and the representatives are here, Michael Kulick, the
senior vice president, and an old friend of ours,

Jim Liska, who now works for GMAC, would also help us

in this work.

80



084

N 1 GMAC will market and underwrite these loans.
2 The loan closing process and the final loan approval will .
3 still vest with the Agency. And we will have staff
4 internally to do the review pfocess and the closing
5 process. But the combination of the two organizations
6 will leverage our abilities to address this portfolio.
7 We are still a little bit unclear as to how many
8 owners, for-profit owners will engage in sales situations
9 because sales prices are still very high, particularly
10 with cap rates where they are today. But 44 percent of
11 the portfolio are owned by nonprofits, particularly
12 Northern California. And 501(c) (3) refinancing
13 opportunities for them, we think, is a very good thing
14 for us to offer, so we'il be focusing on that as well.
15 Another added benefit of GMAC is that the loans
16 that are being serviced today are being serviced by
17- "GMAC's servicing operation in Pennsjlvania. So Michael
18 and Jim and GMAC would have access to all the operating
19 histories of the projects and'to help with the'
20 refinancing.
21 So this is a way for us to use the contract and
22 leverage our abilities; and we think they are the most
23 qualified respondent to the RFP.
24 And with that, I'd like to recommend approval,
25 and be happy to answer any questions.
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CHAIRMAN WALLACE: Questions? Comments?

Why wouldn't we do this in-house?

MR. WARREN: We have -- as Terri indicated, our
pipeline is growing rapidly. The current status,

Mr. Chairman, we have approximately 480 million dollars
of activity in our pipeline. And even with our staffing
increases, we are having to really increase the
workloads. So we think we still have to dedicate
internal resources for rereview and for loan closings.
But it's a well-defined portfolio. GMAC knows our
underwriting. We think it's a very good match. And
compensation of one point is a good one.

And I will point out under the request that
there is an upper limit on total compensation, once it
reaches a million dollars, we will come back to the
Board for permission, or at least for a status, so we
can cap the contract.

But, no, we are just very busy; and we need to
leverage our resources.

CHAIRMAN WALLACE: Thank you.

Any'further questions or comments?

(No response was heard.)

CHAIRMAN WALLACE: It's a good idea.

Who wants to move the approval?

MR. SHINE: (Indicating.)
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1 CHAIRMAN WALLACE: Jack? -
2 MS. BORNSTEIN: (Indicating.)
3 CHAIRMAN WALLACE: Julie?
4 Jack and Julie went wall to wall.
5 Okay, let's let Julie do it.
6 MS. BORNSTEIN: All right, I'll make the motion;
7 and I guess Jack will second it.
8 CHATIRMAN WALLACE: He changed his mind, Julie.
9 You're hanging out there all by yourself.
10 MS. BORNSTEIN: I'm hanging out there all by
11 myself, ves.
12 CHATRMAN WALLACE: We have a motion. And any
13 questions from the Board or the audience on the motion?
14 ‘ (No response was heard.)
15 CHAIRMAN WALLACE: Hearing, seeing none,
16 secretary, call the roll.
17 MS. OJIMA: Ms. Peterson?
18 MS‘. PETERSON Aye.
19 MS. OJIMA: Mr. Bayuk?
20 MR. BAYUK: Abstain.
21 MS. OJIMA: Thank you.
22 Ms. Bornstein?
23 MS. BORNSTEIN: Aye.
24 ' MS. OJIMA: Ms. Sandoval?
25 MS. SANDOVAL: Aye.
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MS. OJIMA: Ms. Hawkins?
MS. HAWKINS: Aye.
MS. OJIMA: Mr. Shine?
MR. SHINE: Aye.
MS. OJIMA: Mr. Wallace?
CHAIRMAN WALLACE: Aye.
MS. OJIMA: Resolution 03-16 has been approved.
CHAIRMAN WALLACE: 03-16 is hereby approved.
Thank you, Linn, and thank you, Board.
MR. WARREN: Thank you.
- CHAIRMAN WALLACE: Let's go on to Item 6.
Item 6: Resolution 03-17 (Delegation of Loan Approval
Authority under Preservation Acquisition Fund

(Prop. 46))

MR. WARREN: Thank you, Mr. Chairman.

This item relates to Multifamily Program's role
in Prop. 46. Embedded within Prop. 46 was the
Preservation Opportunity Fund. It was a fund that was
designed to allow for the rapid'acquisition of aﬁ—risk
affordable housing.

The components of it are pretty straightforward.
45 million dollars of a 50-million-dollar fund has béen
dedicated to be coupled and leveraged with CalHFA funds
to rapidly acquire at-risk affordable housing that have
been defined by the legislation.

Let me show you the format very quickly here.
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we want to recycle the monies.

This is a standard CalHFA acquisition structure for a

10-million-dollar acquisition. Under the bond fund .
structure, under Prop. 46, 25 percent -- or in this case,
a particular example, 2.5 million dollars -- would be
contributed from bond funds. This is a 3 percent
interest rate. The balance of the money needed for the
acquisition would then come from CalHFA funds. These
would be short-term borrowings that we would do under our
credip facilities. The objective behind the Prbp. 46
program, in working in conjunction with HCD, under which
we would administer the program, is to recycle the money
on a permanent debt structure. So when we go into the
permanent structure, as the Board is seeing, we would

*

then do a permanent loan, not necessarily with us but

with other folks. Tax credit equity and other income,
such as préject income or locality financing would come
in.

The permanent structure would serve to recycle
not only the bond funds but the CalHFA funds. 1It's
important for our money because these are short-term
borrowings and we would need to either replace that
with long-term debt or other sources of funds. But the
critical piece of it is the HCD or bonds funds then

could be recycled for new projects. Again, that's how
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Again, a broad outline, as I said earlier, it
is to provide low-cost funds. Our money right now is
priced at four percent -- it could go lower, depending
on where the markets go -- to preserve at-risk assisted
projects. These are Section 8, 236 projects, 202's,
515's and tax-credit projects that are expiring and at
risk.

The Agency's role, as I indicated, would be
under an MOU with HCD, is you would underwrite and close
these acquisitions pursuant to the guidelines that we've
established during our history in doing preservation
loans.

The 75-25 split is really a general guideline.
The 25 percent piece is important because it is the risk
piece. In the event that we are unable to secure
permanent financing or if the loan has to be continued
for some reason, then the 25 percent or bond fund piece
will convert to a residual receipts loan.

The'Agency, as I said; would fully underwrite
and staff these things. We are looking at contract
underwriters. Coincidentally, we were also talking with
GMAC on the basis for this to help us on a short-term
basis. But long-term, the underwriting and funding
process for the acquisition loan program would be

entirely in-house. We have a position request out there
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1 for that very purpose.

2 The key to any acquisition loan is good .
3 undgrwriting of the acquisition piece; but more

4 importantly, what is the permanent financing structure

5 going to look like? So we've boiled down ﬁo two main

6 components of the program in these couple bullet points:
7 A physical needs assessment will be conducted

8 pursuant to our guidelines, to make sure the project is
9 in -- or to determine what kind of shape the project is
10 in. It may not be in good shape. And is there enough
11 money both in the acquisition phase and in the permanent
12 phase to successfully complete the scope of work?

13 , Second and perhaps more important strategy is:
14 wWhat is the permanent financing structure? In other

15 words, if the project costs over the short and long term
16 cannot be financed by the permanent structures that we
17 normally use bonds and credits for, then this may not be
18 a viable strategy. And the Agency, in its discretion,
19 could very well turn down the acquisition loan.

20 As I have explained to the bill's authors and
21 others involved, the Agency is not going to just throw
22 money at this, either ours or HCD's. We want to be

23 judicious and apply the guidelines we've used in the
24 past.

25 In the event that permanent financing can't be
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found, the exit strategies, which is the next bullet
point, would be employed. And this is our terminology
for converting short-term debt into long-term debt. Our
money could roll into a 501(c) (3), sale to a nonprofit.
There are a number of mechanisms we can do to protect our
debt. And the bond funds would then become long-term
residual receipts. But the goal is not to do this, but
to recycle the funds.

In looking at these, on a loan amount, we
generally assumed that the loan amounts for the
acquisitions would be under 10 million dollars. As we
began to get into discussions with the industry, we found
that there may be situations in which there will be
higher loan amounts. The delegation request today is to
do these loans without approval of the Board, and in
conjunction with the guidelines that were approved
previously for the under 4-million-dollar loans.

But the one issue that has arisen since the
Board materials were sent, is a couple of large loans
have come up for our consideration, larger than we
anticipated. So I wanted to bring this issue up, that
the Board may wish to consider limiting the ability for
us to do an unlimited loan amount. In other words, we
could get a 25-million-dollar loan in a tomorrow, and the

way the resolution is written, we'd be able to do it.
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1 And I think the staff would feel comfortable bringing
2 those to the Board.
3 But that said, my best guess is that 80 to
4 90 percent of the projects that we would see -- maybe
5 not 90 but closer to 80 -- would come in under a certain
6 limit of the smaller size.
7 So with that, I would like to offer
8 recommendation for the delegation. The delegation really
9 _ is designed solely to meet the intent of the Prop. 46
10 bond, to move quickly on these loans and not have to wait
11 for the Board to save these projects.
12 And I'd be happy to recommend approval and
13 answer any questions.
14 * CHAIRMAN WALLACE: Yes, Jeanne?
15 MS. PETERSON: Thank you.
16 I talked with Mr. Warren about this and about
17 . the importance of this acquisition fund, that really,
- 18 hopefully Qill provide some ability to provide dollars to
19 purchasers in a very short period of time. And so I
20 think it's a good idea for us, as the Board, to delegate
21 some of this possibility to staff. Howevef, I am a
22 little bit concerned that there could be huge sums that
23 didn't come to the Board. And so I would like to suggest
24 that the motion include in it a dollar amount, a
25 delegation amount that would be 9 million dollars of
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CalHFA funds. And what I mean by that is that any amount
over that, any one, single loan amount over that would
come to the Board for its prior approval.

I think it's also understood that the Board will
receive reports --

MR. WARREN: Yes.

MS. PETERSON: -- with respect to all of them.

And then I also had a question, which is, do you
anticipate any particular percentage or number of these
that will actually come to us for permanent financing?

MR. WARREN: Well, we asked the bill's author to
write it such that the sponsor can go any place for the
permanent financing, just to give them flexibility.

You know, my guess is the majority of them will.
I just think that if you come in to an underwriting shop
and you look at acquisition -- and, obviously, we will,
on a strong basis, underwrite the permanent -- you've
done a lot of work. And you don't want to have to come
in for the acquisition and then go right back out and
find a permanent loan. So I'm going to throw a number
out, saying that 60 to 70 percent could very well come
to the Agency for permanent financing.

And the way the resolution is written, those
permanent loans would all come to the Board for approval,

with the exception of those that are under 4 million

90



~ 094

1 dollars. So, for example, if we did an acquisition loan

2 for 12 million; and it was a permanent loan -- which .
3 would meet the guidelines as Ms. Peterson has proposed,

4 regardless of the size of the permanent, unless it was

5 less than 4 million dollars, that would come to the Board

6 for approval separately. Perhaps at the same time but

7 probably separately. So that would be consistent with

8 existing procedures.

9 Ms. PETERSON: I would like to offer that as a

10 formal amendment to the motion.

11 CHAIRMAN WALLACE: Jeanne, why 9 million? Why

12 not 4 million? Why not 7 million? How did you pick

13 9 million?

14 MR. WARREN: Well —- .
15 | MS. PETERSON: I had collusion with the Director

16 of Development.

17 MR. WARREN: We had collusion on this.

18 CHAIRMAN WALLACE: I knew it.

19 ‘ | | (Laughter)

20 MS. PETERSON: Actually, at least I'll give my

21 perspective; and then Mr. Warren can give his.

22 . MR. WARREN: Right.

23 MS. PETERSON: I mean, I don't want the staff's

24 hands to be tied, waiting for our bi-monthly Board

25 meetings. However, like I say, as a Board member, it .
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seems as though there's some amount above which
definitely these things should come to the Board. And

if you assume, which I did, just very roughly a 30,000
dollars-per-unit acquisition price, that would mean it
would have to be a 400-unit deal or greater in order for
it to come to the Board. And it strikes me that anything
that is 400 units or greater definitely ought to come to
the Board. There have not been that many.

In talking with Mr. Warren about it -- I actually,
if anything, would have suggested a slightly lower
number; but he begged me to keep it that high -- no.

{Laughter)
MR. WARREN: I think "advocated" was the proper
term, Jeanne. ‘
MS. PETERSON: That's what I meant to say.
MR. WARREN: That's right.
CHAIRMAN WALLACE: Okay. we've heard her view.
How did you‘arrive at 9 million, instead of 4 million?
MR. WARREN: Well, my general sense was I wanted
to go toward a doubling of the existing authority, which
is 4 million. But using --
MS. PETERSON: Twice "four" isn't "nine, " Linn.
(Laughter)

MR. WARREN: Sometimes I round up; and sometimes

I round down.
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But generally speaking, with a 75-25, it results
in a total of 12 million-dollar acquisition to keep the
numbers simple. So I felt that was an appropriate
number. The industry could remember, and it was just --
my sense was it was high enough to handle most of the
projects.

And another way to look at, it's less than ten
and more than eight, would bé a way to look at it. But
it really was -- in talking to some folks, we kind of
agreed that 12 million dollars was kind of an agreeable
benchmark for acquiéitions. We've got a couple that are
in excess of 12. So we just used that number and kind of
backed into it. ©Not very scientific, but I think it will
serve its purposes.

MS. PARKER: Mr. Chairman, just let me add one

" caveat to that. As we were going to be reporting to

you, the number of projects that we'vekdone under the
4-million-dollar delegation, we'll certainly be
revisiting that delegation. And I think what we are
suggesting at this point in time is to try this dollar
amount. It's all somewhat a guess on our part of what
the size of the projects that are going to be coming
through. This project -- this program is all about
really trying to be as expeditious as possible. So

I think we're somewhat picking a number. And after we
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start doing these, we'll be in a better place to give
you information about what your comfortability would
be about whether the numbers should be changed or not.

CHAIRMAN WALLACE: It never goes down.

MR. WARREN: We hope not.

MS. PARKER: Linn, how often is the reporting
planning?

MR. WARREN: Well, basically, I think, every
other Board are planning on coming back -- not only for
the 4 million, but for this. For example, the May Board,
there will be a report on the other delegations. So I
believe we could report at every Board, if the Board
wishes. 1I'd be happy to do that.

CHAIRMAN WALLACE: You know, we picked
4 million --

MR. WARREN: Right.

CHAIRMAN WALLACE: -- kind of>in this same way
that you're talking about 9 million, anticipating that
you would develop some background, and as yoﬁ're soon to
do, come and say, "It should be seven" or maybe nine is
what you're really thinking now. I almost feel it's the
cart before the horse, Linn, because we haven't -- I
mean, don't we want to expedite everything? What's the
distinguishing characteristics between this program --

MR. WARREN: Long term.
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CHATIRMAN WALLACE: -~- that would call for nine,
versus what we --

MR. WARREN: The 4 million?

CHAIRMAN WALLACE: -- what we placed less than a
year ago at four?

MR. WARREN: Well, the main two differences is
the 4 million dollars has to be a long-term permanent

debt. It's a 30-year commitment on behalf of the Agency.

And there's a lot of stuff, lender-writing components

that go into that.

The risk profile for the short-term debt, given
the HCD money, I think is very different; hence, the)more
than doubling, as Ms. Peterson points out, of the monies.

'Our experience on preservation profiles,
although it may look like it's risky, it's a 100 percent
loan-to-cost loan. Given the structures that deal with

equities, it's a fairly good risk to take. And all the

borrowers are going in with the understanding that they

will be recycled out within the two-year period. So it's

two really different programs, fundamentally different.
And we are npt going to take projects in unless the
permanent financing is there.

But I think the problem with waiting,
Mr. Chairman, is, as Terri indicated, we're ready to go

out next week. And in looking at this, the industry
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really has come to us really more with a delegation
request than internally. Waiting for a Board on some of
these smaller projécts is going to be tough. And our
experience has been, over the years, we've lost a lot of
projects because we can't get our act together.

The really large ones, though, I will point out,
as you've seen in the past, because of their sheer size,
they do a different financing structure, which may not
need this money. But if we're going to follow the intent
of the bill and the bond, my request is that we do this.

But I'm a little bit concerned about not having
a cap. We could have a 25 million-dollar loan come in
tomorrow and staff would be uncomfortable doing that
without Board approval.

MS. PARKER: One other thing, Linn, just to add
for, perhaps, the benefit of the Board members. These
funds that were put in the bond for this particular
purpose was actually part of the discussion in
legislation that was discuésed a couple of Yéars ago,
when money was -- general-fund money was put in the
budget for hgusing. And there was a particular pitch
by a private company -- can we call them a nonprofit,
Julie --

MS. BORNSTEIN: Yes.

MS. PARKER: -- that essentially came and made a
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proposal to the Legislature about, you know, establishing
this private fund and doing these portfolios, to try to
do it from a preservation standpoinF, and the fact that
they could operate on a very quick basis, a quick
turnaround. And it was a lot of the advocates who worked
with CalHFA that really said, "Why should they do it?
CalHFA should do this." And so -- but it was all with
the understanding that you could be -- you would have an
expeditious process to do this, so that people weren't
held up by app;ovals that may delay time, in that sense,
interested sellers from working with the borrower that
might have to have Board approval.

So I'm just saying that when this program was
conceived and funded, it was always discussed from the
standpoint that it would be a process, whether it was
done by the state entity or a nonprofit outside entity,
would be done from an expeditious fashion.

CHAIRMAN WALLACE: And one of the big criticisms
of govérnment is it's pohderous, it's slow. So CalHFA
doesn't move as fast as conventional financing. I'm not
sure that's true in the current refinance market, but --

MR. WARREN: Yes, it is, it is.

CHAIRMAN WALLACE: 1It's a criticism -- a generic
criticism of government. So I understand all that.

I guess I'm saying -- and I think you've told me
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your first loan request was 13 million?

MR. WARREN: The first one is going to come to
the Board. So, you know, under these guidelines, the
very first one would come to the Board for approval.

And we've informed the borrowers that that's the case,
assuming the delegation goes forward, regardless.
But that is the case.

CHAIRMAN WALLACE: Let's do this -- or let's see
what the Board feels. But my own sense is,we'll approve
your amendment to the resolution; but get us some earlier
on -- you know, you're going to be hitting the market;
hopefully, it generates. And then let's reassess when --
realizing things never go down, it's always more.

MR. WARREN: Right.

CHATRMAN WALLACE: But I'd argue that we want to
be a little sensitive to having something more than this
in setting our standard here. And the other, I think if
you're coming to us in May, you're going to be able to,
"A," gi&e us a first annuél report or whate&er, Linn, on
the 4 million as a cap. And it's been helpful to hear
"long-~term, short-term." That's distinguishing. But
then give us an early read on the 9 million. And I have
a hunch, you're going to say 4 million isn't high enough,
and backing it up with some statistics.

MR. WARREN: I would point out that we have a
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general sense as to what the acquisition loans are going

to look like. But as you pointed out, we really won't
know until they start coming in the door.  And I think
some of them are going to be very good and others are
probably going to be extremely problematic. So we'll
just have to wait and see.

So I would add not only to the number report;
but the types of projects that are brought to our staff
for review, which I think would be pretty interesting.

CHAIRMAN WALLACE: And I think, Linn, also
probably now that we're kind of on a roll on the
4-million delegation, that we probably ought to do that

at least quarterly.

MR. WARREN: That would be fine, Mr. Chairman.

CHAIRMAN WALLACE: And ultimately the same with
whatever we decide here.

MR. WARREN: Certainly.

CHATRMAN WALLACE: But with that kind of caveat,
I'm going to vote for Jeanne's motion.

Anybody else?

Julie?

MS. BORNSTEIN: Mr. Chairman, with all due
respect, I'm wondering just from the HCD point of view of

administering a new program, if we might get reports on

this delegation a little more frequently. And I don't .
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know how burdensome it is to staff to just simply give us
an update at every Board meeting. But this is a new
program. It is intended, as Terri indicated, to be a
rapid response program for those at-risk units. Because
as we all know, and certainly we saw it in the rent
differentials in some of the projects we've approved
today, we have not only a huge need to build additional
units; but we certainly want to preserve those affordable
units that already exist. That's why the overall
50-million-dollar fund was put in the bond. We're going
to be issuing a notice of funding availability for the

5 million. That does not come to this Agency. That's
meant to be out there for a private firm to come in and
offer the same kind of activity. ‘

Ask so for us to really evaluate the CalHFA
performance and the private-sector performance, it would
be helpful, if it is not burdensome to‘staff, to have
just a quick update at every Board meeting; if that's all
right. “ |

MR. WARREN: That is not a problem. And I think
you've reminded me, Ms. Bornstein, that in the
legislation there's a requirement that we report to the
Legislature on an annual basis, in effect, to do just

that, to compare the programs. .And under our MOU with

HCD, that's going to be a daily discussion. So, no,
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1 that's not a problem at all.

2 MS. BORNSTEIN: Thank you. .
3 : CHAIRMAN WALLACE: Well, let's do that then.

4 MR. WARREN: Sure.

5 CHAIRMAN WALLACE: We'll place it in this

6 motion. I don't know that we have to -- let's hear your
7 report on the 4 million --

8 MR. WARREN: Sure.

9 CHAIRMAN WALLACE: -- delegation at the next

10 meeting. But for the immediate -- I'll leave that at

11 quarterly for the moment; but you may have some insights
12 when you give your report at the next meeting on this.

13 But for the purpose of this fast action program we're .
14 talking about now, let's do it évery meeting.

15 MR. WARREN: Fine.

16 CHAIRMAN WALLACE: No problem, you said.

17. Cathy?

18 MS. SANDOVAL:- The Governor is certainly

19 interested in getting out the bond funds expeditiously.
20 And I wanted to commend both HCD and CalHFA for their

21 tremendous efforts to get out the funds very

22 expeditiously. We've really set records in how quickly
23 we've gotten those out. But many of these projects are
24 long-term projecﬁs which, by their nature, are already in

25 existence. " .
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If you could just clarify for me, you know,

I certainly understand everyone prefers speed -- but why
does the two months make such a difference, that we
should so increase the delegation authority and not have
these things come to the Board?

MR. WARREN: Well, you mean overall for the
delegation or waiting until --

MS. SANDOVAL: Well, particularly increasing the
delegation authority. I know no one likes to wait.

MR. WARREN: Yes.

MS. SANDOVAL: But why does the two months
really make such a difference to the project to getting
it underway?

MR. WARREN: Oh, I think we're in a’situation,
quite frankly where a matter of weeks can make difference
on approvals for Section 8 projects.

MS. SANDOVAL: They make a difference to, what,'
to the interest rate?

MR. WARREN: No.

MS. SANDOVAL: To going forward?

MR. WARREN: We are in direct competition with
market-rate purchasers. This is a competitive situation
in which our money is out there, competing with others

who wish to opt out and take these things Eo market, and

basically evict Section 8 tenants. That is what is
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essentially at stake here.

And in the six years we've been doing
preservation, I hate to say, we've probably lost as many
as we've won. And speed is critical. And our sponsors,
in tying up for-profit sellers, operate in not a matter
of weeks but in a matter of days. So it's critical. The
industry has quite simply stated that if there's a Board
delay in some of this stuff, they will have to seek
financing elsewhere.

MS. PARKER: Which in this case could mean that
they sell the property rather than to somebody who might
try to see if they can preserve as affordable it.

MR. WARREN: That's correct.

MS. PARKER: Sell for market rate.

MR. WARREN: That's it exactly.

MS. PARKER: And it would be lost, period.

MR. WARREN: Correct. And part of our
challenge, Ms. Sandoval, is we have to compete -- our
staff has to compete on a processing level with
for-profit and profit-motivated lenders. That's our
challenge. And for us to impose a tihe frame which would
delay that, I think harms our constituents.

CHAIRMAN WALLACE: Kind of the word in the
industry was CHFA, CalHFA, last resort, it's bureaucracy.

And if we really want to preserﬁe some of these units,
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we've‘got to -- we do have to act fast. So this is a
legitimate issue, but I guess it needs éo be reinforced.

MR. WARREN: I'm begging the Board's indulgence
on this. If we can get ourselves going, we'd be happy to
recalibrate this when we have more time. But I would
prefer to not wait. Let's hit the market with this and
hit it fairly hard.

CHAIRMAN WALLACE: We've got a few questions;
but, Jack, you were next.

MR. SHINE: We're getting ready to vote on this
resolution with some change. Let's do --

CHAIRMAN WALLACE: We'll repeat that before you
vote.

MR. SHINE: Thank you.

CHAIRMAN WALLACE: Carrie?

MS. HAWKINS: Yes. I understand the dilemma..
Just coming from the priyate sector, jﬁst from a simple
single-family loan, in the past, if a seller would hear
it was FHA, they would say, "I'd rather take the
conventional deal." And what happened was, they know who
they would get tied up with -- as they perceived

government. And so that's why FHA or HUD originally went

to the delegated underwriting for lenders, to give you a

historical perspective. And then the FHA loan became

equally desirable from that standpoint. And so I
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understand what you're dealing with, with the sellers,
as Clark and others have reiterated.

But the 9 million does concern me a little bit;
but I think if we can be assured that within a two-month
period of time we're going to get an update; and by then,
we're going to get to see perhaps some deals, where the
permanent financing is going and we can monitor it; and
if we feel uncomfortable at that time, we can revisit it.
So I would support it.

MR. WARREN: Yes, and, hence, my comment,

Ms. Hawkins, is the type of deals are just as important
as the dollar amount, because it reflects the relative
risk profile of the projects we are being asked to
finance. That's an important qualifier on that.

CHAIRMAN WALLACE: Pat Neal?

MS. NEAL: Thank you, Chairman Wallace.

The private organization that-had originally
tried to corner the preservation property market, when
they made their argument to Congress ﬁo get their
allocation as seed money, they used the fact that you had
to operate very quickly. I mean, they could tﬁrn around
in less than two weeks. That was one of the arguments in
the record.

In the Millennium Commission Report, they talked

about the speed that was needed to acquire these
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properties, and that there was so much bureaucracy and
slowness in:the process. And so time is of the essence,
as we've always had in our contracts, Clark. And this is
an area where it's more of the essence than anything else
than I know of.

Thank you.

CHAIRMAN WALLACE: Thank you.

Could we repeat the motion?.

(No response was heard.)

CHAIRMAN WALLACE: No?

Try again.

MS. PETERSON: My suggestiop would be ~-- and
I would be happy to move it -- that this delegation of
authority, with respect to the Preser;ation Opportunity
Fund loan commitments, be granted to the executive
director and staff for acquisition loans to be made up
to a 9-million-dollar contribution on the part of‘CalHFA;
and that for loans that would include more than 9 million
dollars of CalHFA funds, that they be presented to the
Board for action.

MR. SHINE: I'll move that.

CHAIRMAN WALLACE: Jack says he'll move that,
assuming you didn't.

. MS. PETERSON: T thought I did; but it doesn't

matter.
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CHAIRMAN WALLACE: Let's have a debate here as
to who gets to move.

Why don't you move it; and, Jack, you second it?

MR. SHINE: Yes.

CHAIRMAN WALLACE: Okay. Is that what you had
your hand up for, Judy?

MS. BORNSTEIN: No, I'd like to make the second
amendment to the resolution that's been presented to us,
consistent with my remarks, which is section 2 of the
proposed resolution currently reads that, "The Director
of Multifamily ‘Programs shall report to the Board from
time to time." I would delete the phrase "from time to
time, " and insert the word "each" between "at" and
"regularly" so that it will read -- as amended, it will
read: "The Director of Multifamily Programs shall report
to the Board, at each regularly scheduled meeting, lists
of the loans approved under this authority," if that's
acceptable to both the maker of the motion and the
seconder of the motion.

CHAIRMAN WALLACE: Jeanne?

MS. PETERSON: Absolutely.

CHAIRMAN WALLACE: And Jack?

MR. SHINE: Yes.

CHAIRMAN, WALLACE: Okay. So it's an amendment

to the amendment, which has been accepted.
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audience?

secretary,

Mr.

Do we all understand the motion?

Are you ready for the question?

111

Any further comments from the Board or the

{Laughter)
CHAIRMAN WALLACE: Please. Any-?

(No response was heard)

Because I'm not going to recognize you.

CHAIRMAN WALLACE: Hearing, seeing none,

MS. OJIMA: On the amended motion?
Chairman.

Ms. Peterson?

MS. PETERSON: Aye.

MS. OJIMA: Mr. Bayuk?

MR. BAYUK: Aye.

MS. OJIMA: Ms. Bornstein?

MS. BORNSTEIN: Aye.

MS. OJIMA: Ms. Sandoval?

MS. SANDOVAL: Aye.

.MS. OJIMA: Ms. Hawkins?

MS. HAWKINS; Ave.

MS. OJIMA: Mr. Shine?

MR. SHINE: Aye.

MS. OJIMA: Mr. Wallace?

CHAIRMAN WALLACE: Aye.

call the roll on the amended motion.

Thank you,
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1 MS. OJIMA: Resolution 03-17 has been approved.
2 CHAIRMAN WALLACE: Resolution 03-17 is hereby

3 approved.

4 Okay, I'm going to ask Terri to read the report
5 on Item 7.

6 (Ms. Hawkins stepped out of the hearing room.)

7 CHAIRMAN WALLACE: And do you need assistance

8 there, Terri?

9 : MS. PARKER: Yes. 1I'd ask, Nancy and Tom, why
10 don't you come join us, so you can sit across from the
11 Board members?

12 CHAIRMAN WALLACE: It's safer there, Tom.

13 (Laughter) .
14 _ MR. HUGHES: Sometimes that's correct.

15 MS. PARKER: I just want to commend the Board on
16 how quickly they have gone through a very difficult

17 - agenda so far.

18 CHAIRMAN WALLACE: Are you intending to slow

19 that down? ' |

20 (Laughter)

21 MS. PARKER: No. I'm hoping essentially that
22 you've set the pace.

23 CHAIRMAN WALLACE: Okay.
24 //

25 //
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//
Item 7: Financial Support by Agency of California

Housing Loan Insurance Fund

MS. PARKER: We have one more action item before
we will go into a closed session to essentially do some
briefing for you. But I wanted to take this opportunity
to bring a resolution before you. And I'm just going to
do some introductory comments about it.

As you all know, with the hiring of Nancy Abreu,
a little more than a year ago -- we've been celebrating
her anniversary -- we've gone through the insurance
program as far as every conceivable way that we possibly
can. We've been looking at the products. We've been
looking at the authorization SE the products. We've been
looking at the operation. ’We've been looking at who
essentially are our partners from a contracting, from a
back-office standpoint, from a shared—risk‘standpoint.
We have looked at the internal staff. We have been
acquiring and have new staff that has éccepted positions‘
with us. And we have been working with the rating
agencies, essentially, going throqgh our authorization
authorities.

As you all know, we're in the final stages of
negotiating a contract with GE. We believe we are very

close to essentially accomplishing that. We are very

110



114

1 excited about the technology and the additional resources
2 that that will bring to the administration of the .
3 insurance program. Frankly, the expertise of GE is
4 something that just being associated with them will grow
5 our own expertise exponentially.
6 So the item before you is really a result of
7 going through every aspect of what we're doing with the
8 insurance program. And we have looked at and have
‘ 9 brought to you other items where we've identified things
10 that were no longer timely and no longer applicable, no
11 longer sort of realistic in the 21st century. And one
12 of the those items was the previous resolution,
13 Resolution 93-18, which was passed in June 1993, almost
14  ten years ago. And in that resolution, it essentially
15 talked about the financial support between the two funds
16 that the Agency has, the Housing Finance Fund and the
17 . Insurance Fund. We have looked at that and have found,
18 not only is it so out of date, but it is really a
19 qﬁestion about wheﬁher or not it provides more confusion
20 to the reader than it does clarity.
21 So with everything else that we are going
22 through to try to come up to what we believe is a level
23 of professionalism and integrity and clarification of
24 this fund, we submitted a resolution to you which will
25 essentially, we believe, really state in today's terms
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what the relationship and the‘support that the Housing
Agency provides for the Insurance Fund.

It's really meant to be part of our basiq
infrastructure. This item does not have anything to do
with the 85 million dollars that is in Prop. 46. It
doesn't further that purpose. It really is the basic
underpinnings for the existing program.

Nancy and Tom are both here to answer any
questions about it; but I would essentially also tell you
that, as part of our staff work in doing this, we've
clearly been working with our consultant from --

MS. ABREU: Milliman.

MS. PARKER: -~ Milliman on this.

We've worked with our bond coun;el. We've
worked with our partners at GE. We've worked with the
rating agencies to essentially have them look this over,
to see if there are any caveats from tﬁeir standpoinf
that we should be taking into consideration to update
this and make it as félevant in today'é terms as we
possibly can.

To our knowledge, there is no known opposition
or, in that sense, there is no, I think, confusion or
concern about what is in he:e. So if anybody's concerned
about whether there is -- we're causiné a concern to any

particular stakeholder group, that's not relevant in this
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particular item.

So I think we sent to you all a draft the other .
night. We would say, we appreciate the indulgence of the
Board.

We have been working on this, as it has been
evolving, on a day-to-day basis. We do not have a number
in it because, frankly, our consultant is still working
that out. And part of the reason why we've written the
delegation to be the way it is, this resolution, is we
believe that over a period of time that number will
change. We think that the best thing to do -- that has
not been really available to the Board in the past -- is

to know on any given year what is the support between the

funds. This resolution, in that sense, would really add
to the knowledge base of the Board, so they would know
the annual Agency support at the key time of the Business
Plan, when it would be most appropriate to talk about
whether this is the amount that the Agency wants to have
ghe Housing Fund support the Insurance Fund, and wﬁat
that funding or financial backing does and the kind of
public benefit we're trying to achieve with the purposes
of the Insurance Fund to begin with.

(Ms. Hawkins returned to the room.)

MS. PARKER: So we believe that it's very

timely. We believe from the standpoint that it provides
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not only the Board but the financial community a better
understanding, frankly, of the commitment and the
availability to meet the tests that we have agreed to
meet from a ratings standpoint, and that is our

10-to-1 capital requirement, and also to meet the kindé
of stress tests that a rating analysis is based on.

So with that, Mr. Chairman, Tom, Nancy, and I
are here to answer any questions. So we would recommend
to the Board that you adopt this new resolution that
would greatly supersede 93-18, which we believe is
woefully out of date.

CHAIRMAN WALLACE: Nancy, anything to addz

MS. ABREU: No, I think Terri did a great job
summarizing some of thé background work we've done and
the need to basically clarify what was in the previous
resolution by actually rescinding it and adopting this
resolution.

CHATIRMAN WALLACE: Tom?

MR. HUGHES:' I agree.

CHAIRMAN WALLACE: Man, a great legal mind,
agreeing.

(Laughter)

CHAIRMAN WALLACE: In reality, this just states

reality; doesn't it?' It's making today what we have to

do, anyway?

114



MS. PARKER: Yes.

2 MS. ABREU: Yes.
-3 CHAIRMAN WALLACE: It modernizes something
4 that's out of sync?
5 MS. ABREU: That's correct.
6 MS. PARKER: That's correct.
7 CHAIRMAN WALLACE: Any other questions?
8 The Board will entertain -- or the Chair will
9 entertain a motion of approval.
10 MS. HAWKINS: I will move approval.
11 CHAIRMAN WALLACE: Resolution 03-19, is that
12 what you're moving approval of?
13 MS. HAWKINS: Yes.
14 CHAIRMAN WALLACE: Is there a second? -
15 | MS. BORNSTEIN: (Indicating.) -
16 CHAIRMAN WALLACE: Julie?
17 MS. BORNSTEIN: Yes.
18 CHAIRMAN WALLACE: Any discussion by the Board
19 or any questions or discussion by the audience before we

20 call the roll?

21 (No response was heard.)

22 CHAIRMAN WALLACE: Hearing and seeing none, the
23 secretary will do that, call the roll.

24 MS. OJIMA: Thank you, Mr. Chairman.

25 Ms. Peterson?
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you very
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MS. PETERSON: Aye.

MS. OJIMA: Mr. Bayuk?
MR. BAYUK: Aye.

MS. OJIMA: Ms. Bornstein?
MS. BORNSTEIN: Aye.

MS. OJIMA: Ms. Sandoval?
MS. SANDOVAL: Aye.

MS. OJIMA: Ms. Hawkins?
MS. HAWKINS: Aye.

MS. OJIMA: Mr. Shine?
MR. SHINE: Aye.

MS. OJIMA: Mr. Wallace?
CHAIRMAN WALLACE: Aye.

MS. OJIMA: Resolution 03-19 has been approved.

CHAIRMAN WALLACE: Resolution 03-19 is hereby

MS. PARKER: On behalf of the staff,'we thank
much.
MR. HUGHES: Thank you.

CHAIRMAN WALLACE: We thank you for catching

things that need to be updated. I think we're doing the

Lord's work.

Moving on to Item 8, the Board will now go into

executive session. My read of it is there will be no

action from the executive session. However, I intend

116



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

to come out and report that fact. Should you desire to
stay, that's fine. I don't know how long we'll be in
there. I would guess maybe half an hour. So suit
yourself. I don't --

MS. PARKER: Mr. Chairman, before we do that,
I apologize for the interruption; but I just wanted you
to know that -- since we are in Sacramento, there is a
good number of our Sacramento staff who came to actually
witness a Board meeting. And we have staff. Ken has his
financing staff here. Linn has I think most of Linn's
underwriting staff. We have -- Jackie has some of her
administrative staff here. Marketing staff is well
represented, as well as Di and all of her staff at this.

(Laughter)

MS. PARKER: And obviously we've had all. of our
senior managers for Homeownership.

CHAIRMAN WALLACE: Hang on a minute. That's to
“Di" for; right?

THE AUDIENCE: Yes.
Item 9:  Discussion of Other Board Matters and Reports

CHAIRMAN WALLACE: There is another item which
I'm going to move up, and that's Item 9 -- first of all,
welcome, all of the staff. And we're sorry we had to put
you through that. Buf it's a good adult education.

We're always happy to have - you.
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Let me deal with Item 9 because -- to see if
there's any discussion on any non-agendized matters
before the Board that we didn't have.

Jack?

MR. SHINE: I would just like to thank staff for
the unbelievably timely way in which we're now getting
our Board packets, and having the extra time that we want
to read them and understand them; and it makes life a lot
easier.

CHAIRMAN WALLACE: It's all JoJo's fault. She
used to -- she kept saying in the early years when I was
here, "Give it to them at the last minute. They may not
figure it out."

(Laughter)

CHAIRMAN WALLACE: No -- but that's true, we've
been given a little more time and it's been helpful.

Thanks, Jack. Thanks, JoJdo.

MS. OJIMA:‘ Thank our director, Terri. It's
because of Terri.

MR. SHINE: Thank you, all.

MS. PARKER: I mean, most of all, I really
appreciate, we need to know if there are concerns for
you, in that sense, how we can be more efficient and

effective. So if you have others, please let us know.

//
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Item 10: Public Testimony

CHAIRMAN WALLACE: And lastly, almost
semi~lastly, Item 10, any members of the public here that
want to raise any issues that weren't otherwise on the
agenda?

(No response was heard.)

CHAIRMAN WALLACE: Hearing, seeing none, the
Board will go into executive session.

Thanks, everybody, for your good work.

The Board will go to executive session right
here; and I think that means the rest of you have to
leave.

Item 8: Closed Executive Session
(The Board met in closed executive session from
11:47 a.m. to 12:56 p.m.)

CHAIRMAN WALLACE: Let's wrap ﬁp the meeting by
saying ﬁhe Board is back in session. We are out of
executive session, in which we had discussion but took
no action.

And with that, we are adjourned until our next
meeting, which is May 15th, in Burbank, I think. Yes,
Burbank.

(The meeting concluded at 12:57 p.m.)

--000--
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Napa Creek Manor
Napa, Napa County, CA
CalHFA# 02-032-N

SUMMARY:

This is a final commitment request for a two year, interest only, tax-exempt bridge loan
in the amount of $4,145,000 and a 30 year, fully amortized, tax exempt permanent loan
in the amount of $4,145,000. The bridge loan will be used to refinance the project's
HUD 202 financing and fund reserves. Upon completion of rehabilitation the permanent
loan will be funded and insured under HUD risk share. Security for the loans will be
Napa Creek Manor.

Napa Creek Manor is an 84 unit, existing senior development located at 1300 Jefferson
Street, Napa, in Napa County. The property is owned by the Napa Housing Foundation,
a California not-for-profit, and managed by the John Stewart Company.

LOAN TERMS:
Bridge:
'First Mortgage: $4,145,000
Interest Rate: 5.50% fixed
Term: 2 years
Amortization: Interest Only
Financing: 501(c)(3) Bond, Tax-Exempt
Permanent:
First Mortgage: $4,145,000
Interest Rate: 5.50% fixed
Term: 30 years
Amortization: Fully Amortized
Financing: 501(c)(3) Bond, Tax-Exempt
Insurance: HUD/HFA Risk Share

Risk: This permanent loan will be insured under the HUD Risk Share Program. Final
Commitment is subject to HUD final approval of risk share.

SECTION 202/8 REFINANCING PROGRAM:

Napa Creek was developed by the Napa Housing Foundation, a not-for-profit
corporation, in 1983 utilizing the HUD Section 202/8 Direct Loan Program. Under the
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program, not-for-profit organizations seeking to develop affordable senior housing could
obtain 40 year loans at favorable interest rates with an accompanying 20-year Section 8
contract.

The Napa Housing Foundation has applied to CalHFA to refinance its HUD Section 202
loan in order to reduce the interest rate and use the resulting savings for necessary
repairs and improvements to the property. The HUD 202 loan documents permit
refinancing the facility upon 30 days written notice, the Napa Housing Foundation has
chosen to follow the HUD Notice 02-16 (the “Notice”) in refinancing the transaction to
insure continuation of the Section 8 Contract. The Notice provides specific guidelines
for refinancing the facility and requires the owner to agree, through the execution of a
HUD-approved Use Agreement, to maintain the property as affordable for at least the
remaining term of the original Section 202 loan (April 1, 2024). Additionally, HUD must
review and approve the request for prepayment.

Section 8 Contract: The initial 20 year Section 8 contract will expire in March of 2004,
and it is anticipated to be renewed in accordance with HUD’s guidelines for refinancing
Section 202 developments. The new contract will be subject to annual renewals. Upon
the expiration of the contract in March 2004, the project will be eligible for a mark-up to
market rent increase. A Rent Comparability Study, dated December 17, 2002, prepared
by Goldrush Realty Advisors, estimated the market rents for the property at $875 (a
15% increase). In November 2003 the project will receive a mark-up to budget rent
increase of approximately 2.5% to pay for CalHFA required earthquake insurance and
other associated costs. At the last budget review in November 2002, HUD approved a
2.4% rent increase.

CalHFA will require that the borrower request a Section 8 HAP contract with a term of
twenty (20) years, or for the longest term currently being offered by HUD. CalHFA will
also require that the borrower seek and accept renewals of the Section 8 HAP contract
or equivalent project-based subsidies for the full term of the Agency loan, and
throughout the project’s useful life.

MARKET:

*

A. Market Ovewiew:

The subject property is located in a well-maintained, residential neighborhood within
walking distance of downtown Napa. The City of Napa is located in Napa County
approximately 52 miles northeast of San Francisco.

Napa County is the center of the Napa Valley Wine Region. The wineries and vineyards
employ over 6,000 people. The wineries attract millions of tourists each year and the
tourism industry continues to grow and flourish. The county’s population is
approximately 124,000 and has increased more than 11% since the 1990 census.
Projections anticipate a population of approximately 141,000 by 2010. Sixty percent of
Napa County’s population resides in the City of Napa. The City’s population increased
13% between 1990 and 2000 and is expected to continue to grow over the next 20
years. .




B. Market Demand:

Napa Creek is expected to draw 80% of its residents from the City of Napa, its primary
market area, with the remainder from Napa County. Because average market rents in
the area have increased more than 39% since 1995, and there has been very little
development of new units, demand for affordable units continues to increase.

C. Market Supply:

Vacancy rates in the City of Napa are currently about 2% and have remained below 3%
since 1995. There are seven affordable rental developments in the City of Napa totaling
407 units. Additionally, construction on one, 117-unit senior apartment project is almost
complete and is in the process of initial lease-up. No new market rate projects have
been built in the last 10 years. There are currently five projects in the planning stages
with no scheduled date for completion. It is estimated that demand for units will
continue to exceed supply for the foreseeable future.

Since operning in 1984, Napa Creek Manor has had virtually full occupancy
(approximately 1% vacancy rates) and a one year waiting list of potential residents.

Market vers-us Restricted Rents
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Section 8 Market Difference % Of Market
Rents: Rate
One Bedroom $875
$758 $117 87%
PROJECT DESCRIPTION:
A Description of Site and Existing Improvements:

Napa Creek Manor is an 84-unit (all one-bedroom) apartment complex for low-income
seniors located at 1300 Jefferson Street, Napa, CA. The area surrounding the project is
primarily residential. The zoning designations have changed and the planning
department is in the process of revising zoning designations and maps. The new
designation for this site as vacant is low density residential (RM — TRI — 14). Currently
Napa Creek Manor is considered a legal non-conforming use.

The project was built on 1.73 acres approximately 18 years ago. The site contains six,
3-story, wood frame buildings which face an interior courtyard. The one bedroom units
range in size from 484 to 494 square feet. There are 22 parking spaces on site, 13 of
which are covered. Amenities include two elevators, a laundry room, and community
room.

B. Planned Rehabilitation:
A seismic review dated October 4, 2002, was performed by URS. URS determined that

$50,000 worth of minor seismic strengthening is required for the building with tuck-under
parking to meet Agency requirements. The seismic work involves replacing six (3 inch
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diameter) pipe columns to support the 14-inch steel girder with steel wide-flange or tube
steel columns for the tuck-under parking structure. The remainder of the property .
meets seismic risk criteria. The seismic work will be completed during the two year

bridge loan, and the cost is included in the immediate physical needs rehabilitation cost.

Waarvik Innovations prepared a Physical Needs Assessment (PNA) in December 2002.
The PNA found the building in overall good condition with several components nearing
the end of their projected useful life. The majority of replacements will occur within the
interest-only period of the loan with the remainder spread over the life of the loan.

The immediate needs for the property include common area accessibility modifications,
lighting changes, sidewalk and balcony repairs, installation of air conditioners,
replacement of window corner posts, installation of smoke detectors in each bedroom,
and replacement of the emergency call system. The immediate needs for the property
including the seismic work total $785,000 and will be completed within the two-year
interest-only period. The total rehabilitation cost including seismic work will be
$785,000. ’

Replacements over time include cabinets, roofing, siding, ranges, vinyl flooring and
exhaust fans. Replacement of the roofs will be completed within the first five years of
the permanent loan, and the remaining replacements will be done over time as needed,
but with most items completed within the first ten years of the permanent loan. -

The replacement reserve will be funded at $1,000 per unit. The existing reserves
($410,142); cash flow from the first two years of the loan ($139,235), and proceeds from
the financing of the tax-exempt bonds will be used to fund the immediate repair needs.
Additional rehabilitation costs and future needs will be paid from replacement reserves
and annual replacement reserve contributions ($400/unit).

All rehabilitation will be conducted with the tenants in place, and with minimal disruption.

OCCUPANCY RESTRICTIONS:

HUD: ~ HAP Contract Restrictions: 30% of the units (25) to very low-income
seniors. All tenants must be Section 8 eligible.

CalHFA: 20% of the units (17) will be restricted to 50% or less of median income,
and 55% of the units (46) will be restricted to 80% or less of median
income.

ENVIRONMENTAL.:

The Phase | Environmental Review performed by URS, Inc. on November 27, 2002,
indicated that prior to construction of the project, the site housed a gas station. There
were no ground samples taken for testing at the time. The borrower contacted the oil
company and was informed that the tanks had been removed. However, there are no
records of tank removal or testing of the sail prior to construction of the property. A
Phase Il is being prepared by EMG, and EMG verbally indicated no issues were found. .
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The final commitment will include a condition that the Phase Il report and its findings be
acceptable to the Agency.

The Phase | also found asbestos in some of the floor tiles and recommended an
operations and maintenance plan be prepared to address treatment of these tiles as
they age. An O & M Plan was prepared by EMG on March 31, 2003, and will be
incorporated into the ongoing maintenance plans for the property.

ARTICLE 34:

Satisfactory evidence of Article XXXIV compliance will be a condition of the final
commitment.

DEVELOPMENT TEAM:
A. Borrower’s Profile:

The Napa Housing Foundation is a not-for-profit organization organized by the First
United Methodist Church (the “Church”) for the purpose of developing affordable senior
housing in Napa. The Church raised seed money for the land purchase and arranged
financing for Napa Creek Manor. The organization is comprised of a Board of Directors
with nine members (six from the Church and three from the Napa community). Board
Members serve two-year terms. The Napa Housing Foundation is a single-asset entity.

B. Contractor:

No general contractor is required based upon the contemplated rehabilitation proposed
at the subject property. The construction manager will oversee the completion of the
work.

C. Architect:

No architect is required based upon the contemplated rehabilitation proposed at the
subject property, but an engineer will be required to design and .inspect the seismic
retrofit.

D. Management Agent:

Napa Creek Manor has been managed through the Sacramento office of the John
Stewart Company for ten years. The John Stewart Company has 23 years experience
in the management of affordable multifamily properties throughout the state of
California. Ninety percent of the approximately 200 properties managed are financed
through the Department of Housing and Urban Development, local housing authorities,
and CalHFA. Properties range in size from eight to 300 units. Approximately 2,000
housing units are managed through the Sacramento office.
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Project Summary

Date: 29-Apr-03

Project Profile: Project Description:

Project : Napa Creek Manor Units 84
Location: 1300 Jefferson Street Appraiser  Kathryn Sturgis-Bright Handicap Units 9
Napa Cap Rate: 7.75% Bldge Type Senior
County: Napa Market: $6,552,000 Buildings 6
Borrower: Napa Housing Foundation  Income: $6,650,000 Stories 3
a non-profit public benefit Corp. Final Value: $6,650,000 Gross Sq Ft 42,733
Land Sq Ft 75,358
LTCATV: Units/Acre 49
Program: 501(c)(3)/Risk Share Loan/Cost 88.3% Total Parking 22
CalHFA# 02-032-N Loan/Value  62.3% Covered Parking 13

Financing Summary:

CalHFA Permanent First Mortgage $4,145,000 $49,345 5.50% 30
CalHFA Bridge First Mortgage $4,145,000 $49,345 5.50% 2
Other $0 $0 0.00% 0
Other $0 $0 0.00% 0
Other $0 $0 0.00% 0
Project Reserves $410,142 $4,883

Equity/Operations $139,235 $1,658

0 bedroom

0 O 0 0 0 0 0 0 0
1 bedroom 1. 0 0 0 0 0 0 0 83 758 84
2 bedroom 0 0 0 0 0 0 0 0 0 0 0
3 bedroom 0 0 0 0 0 0 0 0 0 0 0
4 bedroom 0 0 0 0 0 0 0 0 0 0 0
subtotal 1 0 0 83 84

Fees, Escrows, and Reserves:

Fees Basis of Requirements Amount Security

Loan fees 2.50% of Loan Amount $103,625 Cash

Escrows

Bond Origination Guarantee 0.00% of Loan Amount $0 N/A

Inspection fee $1,500 x months of construction $7,500 Cash

Construction Defect Reserve 2.50% of Hard Costs $19,625 Letter of Credit

Reserves

Operating Expense Reserve 10.00% of Gross Income $75,767 Cash

Initial Deposit to Replacement Reserve $1,000 Per Unit $84,000 Cash

Annual Replacement Reserve Deposit $400 Per Unit $33,600 Operations

o
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Sources and Uses

SOURCES:

Name of Lender / Source Amount $ Per Sq Ft $ Per Unit % of Total
CalHFA Permanent First Mortgage 4,145,000 97 49,345 88%
CalHFA Second Mortgage

Other

Total Institutional Financing 4,145,000 97 49,345 88%
Equity Financing

Replacement Reserves 410,142 10 4,883 9%
Operations 139,235 3 1,658 3%
Total Equity Financing 549,377 13 6,540 12%
TOTAL SOURCES 4,694,377 110 55,885 100%
Repayment of Existing Debt 3,386,120 79 40,311 72%
Rehabilitation 785,000 18 9,345 17%
New Construction 0 0 0 0%
Architectual Fees 0 0 0 0%
Survey and Engineering 0 0 0 0%
Const. Loan Interest & Fees 0 0 0 0%
Permanent Financing 144,125 3 1,716 3%
Legal Fees 25,000 1 298 1%
Reserves 159,767 4 1,902 3%
Contract Costs 29,645 1 353 1%
Construction Contingency 128,720 3 1,632 3%
Local Fees 0 0 0 0%
TCAC/Other Costs 1,000 0 12 0%
Subtotal Project Costs 4,659,377 109 55,469 99%
Developer Overhead/Profit 0 0 0 0%
Consultant/Processing Agent 35,000 1 417 1%
TOTAL USES 4,694,377 110 55,885 100%
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Annual Operating Budget Napa Creek Manor

$ Per Unit
INCOME:
Total Rental Income 812,534 9,673
Laundry 2,809 33
Other Income ' 0 -
Gross Potential Income (GPI) 815,343 9,706
Less: _
Vacancy Loss 22,733 271
~ Total Net Revenue -~ 792,610 9,436
EXPENSES:
Payroll 168,332 2,004
Administrative 75,907 904
Utilities ' 40,171 478
Operating and Maintenance 87,472 1,041
Insurance 31,144 371
Taxes and Assessments 364 4
Reserve for Replacement Deposits 37,800 450
Subtotal Operating Expenses 441,190 : 5,252
Financial Expenses
Mortgage Payments (Permanent) 282,418 3,362
Total Financial 282,418 3,362
‘Total Project Expenses 723,608 8,614




L Year 1 Year 2 Year 3 Year 4 Year § Year 6 Year7 Year 8
Market Rent Increase 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Market Rent 0 0 0 0 0 0 0 0
Affordable Rent Increase 2.00% 2.50% 5.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Affordable Rents 754,968 773,842 812,534 828,785 845,361 862,268 879,513 897,104
TOTAL RENTAL INCOME 754,968 773,842 812,534 828,785 845,361 862,268 879,513 897,104
OTHER INCOME
Other Income Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Laundry 2,700 2,754 2,809 2,865 2,923 2,981 3,041 3,101
Other 0 0 o 0 0 0 0 0
TOTAL OTHER INCOME 2,700 2,754 2,809 2,865 2,923 2,981 3,041 3,101
GROSS INCOME 757,668 776,596 815,343 831,650 848,283 865,249 882,554 900,205
Vacancy Rate : Affordable 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Less: Vacancy Loss _ 22,730 23,298 22,733 24,950 25,448 25,957 26,477 _27,006
EFFECTIVE GROSS INCOME 734,938 753,298 792,610 806,701 822,835 839,291 856,077 873,199
OPERATING EXPENSES
Annual Expense Increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Expenses 376,229 389,397 403,026 417,132 431,731 446,842 462,482 478,668
Replacement Reserve 33,600 33,600 | . 37,800 37.800 37,800 41,580 41,580 41,580
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 350 357 364 371 379 386 894 402
TOTAL EXPENSES 410,179 423,354 441,190 455,303 469,910 488,808 504,456 520,650
NET OPERATING INCOME 324,759 329,944 351,420 351,398 352,924 350,483 351,622 352,548
DEBT SERVICE _
CalHFA - 1st Mortgage 227,975 227,975 282,418 282,418 282,418 282,418 282,418 282,418
CalHFA - 2nd mortgage 0 0 0 0 0 0 0 0
TOR
Cash Flow . 96,784 101,969 69,002 68,979 70,506 68,065 69,203 70,130
Debt Service Coverage Ratio 1.42 1.45 1.24 1.24 1.25 1.24 1.26 1.25




Market Rent Increase 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

" Market Rent 0 0 0 0 0 0 0 0
Affordable Rent Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Affordable Rents 971,054 990,475 1,010,284 1,030,490 1,051,100 1,072,122 1,093,564 1,115,435 1,1
TOTAL RENTAL INCOME 971,054 990,475 1,010,284 1,030,490 1,051,100 1,072,122 1,093,564 1,115,435 1,1
OTHER INCOME .

Other Income Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Laundry 3,357 3,424 3,493 3,563 3,634 3,707 3,781 3,856
Other 0 0 0 0 0 0 0 0
TOTAL OTHER INCOME 3,357 3,424 3,493 3,563 3,634 3,707 3,781 3,856
GROSS INCOME 974,411 993,899 1,013,777 1,034,053 1,054,734 1,075,828 1,097,345 1,119,292 1,
Vacancy Rate : Affordable 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Less: Vacancy Loss _ 29,232 29,817 30,413 31,022 31,642 32,275 32,920 33,579
EFFECTIVE GROSS INCOME 945,179 964,082 983,364 1,003,031 1,023,092 1,043,553 1,064,425 1,085,713 1,
OPERATING EXPENSES

Annual Expense Increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Expenses 549,283 568,508 588,406 609,000 630,315 652,376 675,209 698,841 :
Replacement Reserve 46,778 46,778 46,778 46,778 46,778 46,778 46,778 46,778

~ Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 435 444 _453 ___462 _ 480 490 ___500 .
TOTAL EXPENSES 596,496 615,730 635636 656,240 677,564 699,634 722,477 746,119
NET OPERATING INCOME 348,682 348,352 347,727 _ 346,791 345,528 343,919 341,047 339,594
DEBT SERVICE 1
CalHFA - 1st Mortgage 282,418 282,418 282,418 282,418 282,418 282,418 282,418 282,418 :
CalHFA - 2nd mortgage 0 o] 0 0 0 0 0 0
TOR o
Cash Flow 66,264 65,934 65,309 64,373 63,109 61,501 | 59,529 57,176
Debt Service Coverage Ratio 123 1.23 1.23 1.23 1.22 1.22 1.21 1.20



Market Rent Increase 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.0C
Market Rent 0 0 0 0 0 0 0
Affordable Rent Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00
Affordable Rents 1,207,383 1,231,531 1,256,162 1,281,285 1,306,910 1,333,049 1,359,710 1,386,9(
TOTAL RENTAL INCOME 1,207,383 1,231,531 1,256,162 1,281,285 1,306,910 1,333,049 1,359,710 1,386,9(
OTHER INCOME .
Other Income Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.0(
Laundry 4,174 4,258 4,343 4,430 4,518 4,609 4,701 4,7¢
Other 0 0 0 0 0 0 0
TOTAL OTHER INCOME 4,174 4,258 4,343 4,430 4,518 4,609 4,701 4,7¢
GROSS INCOME 1,211,557 1,235,789 1,260,504 1,285,714 1,311,429 1,337,657 1,364,410 1,391,6¢
Vacancy Rate : Affordable 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.0¢
Less: Vacancy Loss _ 36,347 37,074 37,815 38,571 39,343 40,130 40,932 41,7¢
EFFECTIVE GROSS INCOME 1,175,211 1,198,715 1,222,689 1,247,143 1,272,086 1,297,528 1,323,478  1,349,9
OPERATING EXPENSES |
Annual Expense Increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.5C
Expenses 801,936 830,004 859,054 889,121 920,241 952,449 985,785 1,020,2¢
Replacement Reserve 46,778 46,778 46,778 46,778 46,778 46,778 46,778 46,7
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.0C
Taxes and Assessments 541 552 563 574 586 597 609 Y
TOTAL EXPENSES 849,256 877,334 906,395 936,474 967,604 999,824 1,033,172 1,067,6!
NET OPERATING INCOME 325,955 321,381 316,294 310,669 304,482 297,703 290,306 282,2(:
DEBT SERVICE |
. CalHFA - 1st Mortgage 282,418 282,418 282,418 282,418 282,418 282,418 282,418 282,4
CalHFA - 2nd mortgage 0 0 ] 0 0 0 0
TOR :
Cash Flow 43,537 38,962 33,876 28,251 22,063 15,285 7,888 (1
Debt Service Coverage Ratio 1.1 1.14 1.12 1.10 1.08 1.05 1.03 1.4
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1
® -
3
RESOLUTION 03-20
4
5 RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT
6 .
: WHEREAS, the California Housing Finance Agency (the "Agency") has received
7  aloan application from Napa Housing Foundation, a not-for-profit organization (the
"Borrower"), seeking a loan commitment under the Agency's 501(c)(3) Tax-Exempt Loan
8 Program in the mortgage amount described herein, the proceeds of which are to be used to
9 provide Bridge and permanent mortgage loans on a 84-unit multifamily housing

development located in the City of Napa to be known as Napa Creek Manor (the
10 "Development"); and

11 WHEREAS, the loan application has been reviewed by Agency staff which has
prepared its report dated April 29, 2003 (the "Staff Report”) recommending Board

12 approval subject to certain recommended terms and conditions; and

13 -

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, as
14 - the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse prior
‘ 15 ~ expenditures for the Development with proceeds of a subsequent borrowing; and
WHEREAS, on April 29, 2003, the Executive Director exercised the authority
delegated to her under Resolution 94-10 to declare the official intent of the Agency to
17  reimburse such prior expenditures for the Development; and

16

18 WHEREAS, based upon the recommendation of staff and due deliberation by the
Board, the Board has determined that a final loan commitment be made for the
19 Development.

20
: NOW, THEREFORE, BE IT RESOLVED by the Board:

21

1. The Executive Director, or in his/her absence, either the Chief Deputy
22  Director or the Director of Multifamily Programs of the Agency is hereby authorized to
03 execute and deliver a final commitment letter, subject to his/her recommended terms and
- conditions, including but not limited to those set forth in the CHFA Staff Report, in relation
24 to the Development described above and as follows:

25 PROIJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
o6 NUMBER LOCALITY OF UNITS AMOUNT
27 02-032-N Napa Creek Manor 84 First Mortgage: $4,145,000
Q . Napa/Napa Bridge Loan: $4,145,000

COURT PAPER

STATE OF CALIFORNIA

STD. 113 (REV. 3-95}
e

QOSP 98 10924  {Geonwa)

=R
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o * Resolution 03-20 ’
Page 2 :

2. The Executive Director, or in his/her absence, either the Chief Deputy Director or
the Director of Multifamily Programs of the Agency is hereby authorized to increase the
mortgage amount so stated in this resolution by an amount not to exceed seven percent (7%)
without further Board approval.

3. All other material modifications to the final commitment, including increases
in mortgage amount of more than seven percent (7%), must be submitted to this Board for
approval. "Material modifications" as used herein means modifications which, when
made in the discretion of the Executive Director, or in his/her absence, either the Chief
- Deputy Director or the Director of Multifamily Programs of the Agency, change the legal,
10 . financial or public purpose aspects of the final commitment in a substantial or material
way.

0w @ N O O b »

11

I hereby certify that this is a true and correct copy of Resolution 03-20 adopted at a duly
constituted meeting of the Board of the Agency held on May 15, 2003, at Burbank,
13  California.

12

14

15 ATTEST:
16

Secretary
17
18 :
19 -
20 -
21
22
23
24
25
26

27

@

COURT PAPER
STATE OF CALIFORNIA |
STD. 113 (REV. 3-95)

OSP 98 10924
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Point Reyes Affordable Homes
Point Reyes Station, Marin County, CA
CalHFA # 03-039-N

SUMMARY:

This is a final commitment request for tax-exempt first mortgage permanent financing in the
amount of Two Million Five Hundred Fifty Thousand Dollars ($2,550,000), a Section 8 Increment
Loan in the amount of Three Hundred Fifty Thousand Dollars ($350,000), and Loan to Lender
financing in the amount of Three Million Nine Hundred Eighty Five Thousand Dollars
($3,985,000). There is total locality financing of $2,049,573. Security for the loans will be Point
Reyes Affordable Homes. The property will be owned by Point Reyes Affordable Housing, L.P.,
a limited partnership. The project sponsor and developer is EAH, Inc., a California not-for-profit.

Point Reyes Affordable Homes is a 27-unit, new construction family project located at 857 Mesa
Road, Point Reyes Station in Marin County. The project will have a ten year Section 8 HAP
contract for ten units of project based assistance.

LOAN TERMS:
Permanent:
First Mortgage: $2,550,000
Interest Rate: . 5.40%
Term: 30 year fixed, fully amortized
Financing: Tax-Exempt
Second Mortgage: , $350,000
Interest Rate: 5.40%
Term: 10 year fixed, fully amortized
Financing: . Tax-Exempt.

Loan to Lender:

Loan Amount: $3,985,000

Interest Rate: ' 3.00%, fixed

Term: 24 Months, interest only
Financing: Tax-exempt

CalHFA financing is subject to recéipt of an acceptable appraisal.
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'LOCALITY INVOLVEMENT:

Marin County is providing the prbject a $600,000 residual receipt, HOME loan for 55 years at
3% interest; a Community Development Block Grant of $335,351; $121,329 in County fee
waivers, and a $992,893 grant from County Housing Trust Funds.

The Marin Community Foundation is providing a guaranty of the HAP assistance income to the
project if during the ten year term the HAP contract is not renewed. -

HOUSING ASSISTANCE PAYMENT (“HAP”) CONTRACT:

The Marin County Housing Authority is providing project based Section 8 for ten units of the
development. The term of the HAP contract is for ten years (subject to annual renewals). The
second mortgage (Section 8 increment loan) is underwritten to the Housing Authority’s
established Section 8 market rents: $1,269 for a one-bedroom, $1,605 for a two-bedroom, and
$2,201 for a three-bedroom unit. ‘

The borrower will be required to seek and accept any renewals of the project based Section 8
contract.

- PROJECT DESCRIPTION:
Project Location:

The project is located at 857 Mesa Road, Point Reyes Station in Marin County approximately
one-quarter mile from downtown Point Reyes Station. Point Reyes Station is an unincorporated
town located at the junction of Highway 1 (Fourth Street) and Point Reyes-Petaluma Road
about 35 miles northwest of San Francisco. '

The project is bounded by Highway 1 (Fourth Street) to the west, Commodore Webster Drive to
the south, open space and farm land to the east, and to the West Marin Elementary School site
to the north. Across the street from the site are a neighborhood café and some smalil
commercial buildings. A grocery store, a medical clinic, a pharmacy, and other services are
located along Highway 1 near downtown within a quarter mile.

 Site:

The site consists of two parcels totaling 6.87 acres, separated by approximately 200 linear feet
of open space, and a separate parcel for future commercial development. The westernmost
parcel is 3.78 acres and is zoned C-RMP-3.2 (Coastal Residential Multiple Planned, 3.2 units
per acre). The easternmost parcel is 3.09 acres and is zoned C-RMP-4.3 (Coastal Residential
Multiple Planned, 4.3 units per acre). The site is currently vacant land. In conjunction with the
development of rental units and adjacent to the site, the project sponsor is developing seven
affordable single family homes for sale, and one estate size home lot (market rate). Financing
of the single family homes is not part of this project.
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Improvements:

The project will consist of 27 units in fourteen one and two-story-style duplex buildings. There
are 13 duplex buildings, plus a separate building for the manager unit and community space.
The buildings will be on concrete slabs with wood frame construction, hardi-plank siding, and
composition roof shingles.

The project will have 79 parking spaces, two laundry rooms (one at each site) and a courtyard
area with security access and a small play area.

Unit amenities include central heat, refrigerator, range, dishwasher, and patio. The units will be
individually metered for electricity and gas (propane for cooking and heating). The units will not
have air conditioning due to their proximity to the ocean (and coastal breezes).

Unit Mix:
No. of No. of No. of Unit Square
Units Bedrooms | Bathrooms | Footage
11 1 1 636
7 2 1 805
9 3 2 1084

Off-site improvements:

There is $145,000 of offsite improvements associated with the development. The off-site costs
consist primarily of a 1,500 foot extension of the water line and putting the utilities underground.

MARKET:
Market Overview:

The Market Study has defined the Primary Market Area (PMA) as the unincorporated towns and
small cities surrounding Point Reyes Station located along Sir Francis Drake Boulevard and
Highway 1. The PMA includes the towns of Bolinas, Woodville, Olema, Tocaloma, Forest
Knolls, Lagunitas, San Geronimo, Woodacre, and the cities of Fairfax and San Anselmo.

As of year end 2002, the PMA had approximately 32,332 residents (13,531 households). The
PMA population is projected to increase by approximately 697 residents (300 households)
between 2002 and 2004, representing a 2.16% increase. The population of Marin County was
254,185 residents (103,514 households) at year end 2002, and is projected to increase by
6,053 residents (2,498 households) or 2.38% by 2004.

The unemployment rate for Marin County was 3.7% as of February 2003, down from 3.8% in
February 2002. Between 2000 and 2005, the City is projected to add 170 new jobs, a 1.91%
increase. The PMA added approximately 790 new jobs between 1990 and 2000, a 9.72%
growth rate. All of the market area’s job growth occurred in the retail, service, and “other jobs”
sectors. In the unincorporated areas of the County, the service sector saw a 43.9% increase in
jobs between 1990 and 2000, and nearly all the jobs in the agricultural industry are located in
the unincorporated areas of the County.

J
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Housing Demand:

Owner-occupied households represent 68% and 63.5% of the PMA and the County
respectively Renter households represent 32.4% in the PMA and 36.5% in the County, with
non-senior renters outnumbering semor renters. In the PMA, 93% of renters are non-seniors
versus 88% in the County.

Based on Census 2000 data, annual turnover for rental units is 23% in the PMA and 24% for
Marin County. There are projected to be 2,980 renter households in the PMA by 2004 with
incomes at or below $60,000 per year (60% AMI). Total demand is projected at 754 units.

EAH, Inc. has already compiled an interest list of over 200 prospective tenants for the project.
Housing Supply: |

Marin County is a high-cost housing area. In January 2002 the mean home price was $458,000
in Fairfax and $553,250 in San Anselmo. The majority of the properties are owner-occupied.
Typical rents in the market for a one-bedroom unit are above $1,000. The market study shows
the rent range for a one-bedroom unit was $650 - $1,425, for a two-bedroom unit was $1,200 -
$1,595, and for a three-bedroom unit was $1,275 - $2,800. The three-bedroom units surveyed
were largely single famlly homes

Because the majority of the propertles near the project are owner occupied, comparable rental
properties found were 11 to 20 miles away. The market study gathered rental and vacancy
rates and other market data from eight apartment buildings, ranging in size from eight units to
80 units, two duplexes, and seven single family residences, representmg a total of 313 rental
units.

According to the market study there are no pending affordable rental housing developments in
~ the unincorporated West Marin County, which would serve as primary competition to the subject
development. There are, however, very preliminary discussions of a possble eight-unit
preservatlon project in Forest Knolls, within the Primary Market Area.

The only affordable housing project in Point Reyes Station is a 25-unit, HUD 202 senior project
developed by EAH.
PROJECT FEASIBILITY:

Market rate rents for comparable properties average $1,071 for a one-bedroom unit; $1,373 for
a two-bedroom unit, and $2,293 for a three-bedroom unit.
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Market Rate

Unit Type Subject Difference % of
- Rent Market
One Bedroom $1,071
50% $814 $257 76%
60% $918 $153 86%
Two Bedroom $1,373
50% $965 $408 70%
60% $1,172 $201 85%
Three Bedroom $2,293
50% $1,073 $1,220 47%
60% $1,622 $671 71%

Estimated Lease-up Period:

The market study assumes 75% of the units being pre-leased from the 200 prospective tenants
on the interest list and projects full lease-up within one to two weeks of the opening.

OCCUPANCY RESTRICTIONS:

CalHFA: 20% of the units (5) will be restricted at 50% or less of median income.
- The CalHFA Regulatory Agreement will be for a term of 30 years.

TCAC: 20% of the units (5) will be restricted to 50% or less of median income.

80% of the units (21) will be restricted to 60% or less of median income.
'HOME: 23% of the units (6) will be restricted to 50% or less of median income.
County: .  38% of the units (10) will be restricted to 80% or less of median income.
CDBG : 51% of the units (13) will be restricted to 80% or less of median income.
ENVIRONMENTAL:

A Phase | Environmental Assessment report was completed on June 29, 1998, by Hanover
Environmental Services, Inc. The report concluded that there are no adverse environmental
conditions that warrant further investigation or remedial action. Due to the age of the Phase |
report, an updated report will be required prior to construction loan closing. The final
commitment will include the condition that the report and its findings be acceptable to the

Agency.
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A seismic report has been ordered, but has not yet been received. The final commitment will
include the condition that the report and its findings be acceptable to the Agency. ‘

ARTICLE XXXI1V:

Satisfactory evidence of Article XXXIV compliance will be a condition of the final commitment.

DEVELOPMENT TEAM:
Borrower:

Point Reyes Affordable Homes, L.P. is a California limited partnership with Point Reyes
Affordable Homes, Inc. as its general partner. The project sponsor is Ecumenical Association
for Housing (EAH, Inc.) EAH, Inc., a California non-profit, was founded in 1968 to address the
housing needs of low-income families in Marin County. EAH has developed over 4,500 units
(63 projects) in California, and Hawaii. EAH currently manages over 5,500 units.

Management Agent:

Ecumenical Association for Housing (EAH, Inc.), a California non-profit, was founded in 1968 to

address the housing needs of low-income families in Marin County. EAH has developed over
4,500 units (63 projects) in California, and Hawaii. EAH currently manages over 5,500 units
(some of which are in the CalHFA loan portfolio). .

Architect:

Chris Lamen and Associates (CLA) is a full service Architectural firm which was founded in
1991. The principals of the firm have over 25 years experience in planning, design, and project
administration in multifamily housing and commercial development.

Contractor:

Homestead Builders, Inc. is a Sonoma based general building contractor engaged in building
custom homes, single family subdivisions, apartments, retail centers, and office buildings.
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Project Summary :

Date: 28-Apr-03
Project Profile: Project Description:
Project : Point Reyes Affordable Homes Units 27
, Location: 857 Mesa Road Handicap Units 1
Point Reyes Station 94956 Cap Rate: Bldge Type New Construction
County: Marin Market: Buildings 14
Borrower: Point Reyes Affordable Homes, L.F Income: Stories 1&2
GP: Point Reyes Affordable Homes, Inc Final Value: $3,525,000 Estimated Gross Sq Ft 24,687
GP: 0 Land Sq Ft 299,257
LP: 0 LTCATV: Units/Acre 4
Program: Tax-Exempt Loan/Cost 35.3% Total Parking 79
CalHFA # : 03-039-N Loan/Value 82.3% Estimated Covered Parking 0

Financing Summary:

CalHFA First Mortgage $2,550,000 $94,444 5.40% 30
CalHFA Section 8 Increment Loan $350,000 $12,963 5.40% 10
CalHFA Loan to Lender $3,985,000 $147,593 3.00% 2
HCD MHP $0 $0 3.00% 55
HOME $600,000 $22,222 3.00% 55
County Fee Waivers $121,329 $4,494 0.00% -
CcDBG $335,351 $12,420 0.00% -
Marin County Housing Trust Funds $992,893 $36,774 0.00% -
Contributions From Operations $0 $0 -
G.P. Equity Contribution $o $0 ’ -
Deferred Developer Equity $0 «$0 -
Tax Credit Equity $2,269,162 $84,043

CalHFA Bridge $0 $0 0.00% -

1 bedroom 0 0 8 3
2 bedroom 0 0 2 965 5 2 369 7
3 bedroom 1 1622 ] 0 2 1073 6 5 508 9
4 bedroom 0 0 0 0 0 0 0 0
subtotal 1 0 7 ' 19 10
* net rent 27
Fees Basis of Requirements Amount  Security
Loan Fees 1.00% of L to L Amount $39,850 Cash
0.50% of 1st & 2nd Mortgages $14,500 Cash
Escrows .
Bond Origination Guarantee 1.00% of L to L Amount $39,850 Letter of Credit
Inspection fee $1,500 x months of construction $22,500 Cash
Construction Defect 2.50% of Hard Costs $96,069 Letter of Credit
Reserves
Marketing 10.00% of Gross Income $42,582  Letter of Credit
Operating Expense Reserve 10.00% of Gross Income $42,582 Cash
Transition Operating Reserve Lump Sum Payment $27,000 Cash
Annual Replacement Reserve Deposit $425 per unit $11,475  Operations
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Sources and Uses Point Reyes Affordable Homes .

Name of Lender / Source Amount $ Per Unit % of Total
CalHFA First Mortgage 2,550,000 94,444 35.3%
CalHFA Bridge 0 0 0.0%
CalHFA Section 8 Increment Loan 350,000 12,963 4.8%
CalHFA Loan to Lender 3,985,000 147,593 55.2%
HCD MHP 0] 0 0.0%
Other Loans 2,049,573 75,910 28.4%
Total Institutional Financing 4,949,573 183,318 - 68.6%
Equity Financing

Tax Credits 2,269,162 84,043 31.4%
G.P. Equity Contribution 0] 0 0.0%
Deferred Developer Equity 0 0 0.0%
Total Equity Financing 2,269,162 84,043 31.4%
TOTAL SOURCES 7,218,735 267,361 100.0%
Acquisition 622,421 23,053 8.6%
Rehabilitation 0 0 - 0.0%
New Construction 4,056,604 150,245 56.2%
Architectual Fees 260,000 9,630 3.6%
Survey and Engineering 256,155 9,487 . 3.5%
Const. Loan Interest & Fees 391,351 14,494 5.4%
Permanent Financing 59,850 2,217 0.8%
Legal Fees 65,000 2,407 0.9%
Reserves 123,819 - 4,586 1.7%
Contract Costs 13,500 500 0.2%
Construction Contingency 407,162 15,080 5.6%
Local Permit Fees 121,329 4,494 1.7%
TCAC Fees/Costs 19,436 720 0.3%
Impact Fees/Other Costs 209,876 7,773 2.9%
PROJECT COSTS 6,606,503 244,685 91.5%
Developer Overhead/Profit 585,000 21,667 8.1%
Consultant/Processing Agent 27,232 1,009 0.4%
TOTAL USES 7,218,735 267,361 100.0%
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Annual Operating Budget Point Reyes Affordable Homes

$ Per Unit
INCOME:
Total Rental Income 372,912 13,812
Section 8 Increment 50,316 1,864
Laundry 2,592 96
Commercial/Retail 0 -
Gross Potential Income (GPJ) 425,820 15,771
Less:
Vacancy Loss 21,291 789
Total Net Revenue 404,529 _ 14,983
EXPENSES:
Payroll 63,535 2,353
Administrative 35,408 1,311
Utilities 14,000 519
Operating and Maintenance 22,200 822
Insurance and Business Taxes 18,058 669
Taxes and Assessments 800 30
Reserve for Replacement Deposits 11,475 425
Subtotal Operating Expenses 165,476 6,129
Financial Expenses
Mortgage Payments (1st loan) 171,828 ' 6,364
Mortgage Payments (2nd loan) 45,373 1,680
Total Financial 217,202 8,045
Total Project Expenses 382,678 14,173




RENTAL | Year 4 _
Section 8 Increment Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Section 8 increment Rents 50,316 51,322 52,349 53,396 54,464 56,664
Affordable Rent Increase 2.50% 2.50% 2.50%. 2.50% 2.50% 2.50%
Affordable Rents 372,912 382,235 391,791 401,585 411,625 432,464 4
TOTAL RENTAL INCOME 423,228 *© 433,557 444,139 454,981 466,089 489,128 L
OTHER INCOME .
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 2,592 2,657 2,723 2,791 2,861 2,933 3,006
Other Income 0 0 0 0 0 0 0
TOTAL OTHER INCOME 2,592 2,657 2,723 2,791 2,861 2,933 3,006
GROSS INCOME 425,820 436,214 446,863 457,772 468,950 480,401 492,134 £
Vacancy Rate : Section 8 Increment 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss 21,291 21,811 22,343 22,889 23,447 24,020 24,607 |
EFFECTIVE GROSS INCOME 404,529 414,403 424,520 434,884 445,502 456,381 467,527 4
OPERATING EXPENSES
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 153,201 = 159,329 165,702 172,331 179,224 186,393 193,848 ‘
Replacement Reserve 11,475 11,475 11,475 11,475 11,475 12,049 12,049
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 800 816 832 849 866 883 901

. TOTAL EXPENSES 165,476 171,620 178,010 184,654 191,565 199,325 206,798 :
NET OPERATING INCOME 239,053 242,783 246,510 250,229 253,938 257,056 260,729 .
DEBT SERVICE _ . .
CalHFA - 1st Mortgage 171,828 171,828 171,828 171,828 171,828 171,828 171,828 1
CalHFA - Bridge Loan 0 0 0 ) 0
CalHFA - Section 8 Increment Loan 45,373 45,373 45,373 = 45,373 45,373 45,373 45,373
DEBT COVERAGE RATIO (w/o Section 8) 1.1 1.13 115 1.16 1.18 1.19 1.20
CASH FLOW after debt service 21,851 25,581 29,308 33,028 36,736 39,855 43,527
DEBT COVERAGE RATIO (with Section 8) 1.10 1.12 1.13 1.15 1.17 1.18 1.20
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Year

DEBT COVERAGE RATIO (with Section 8)

Section 8 Increment Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Section 8 Increment Rents 0 0 0 0 0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 477359 489,293 501,525 514,063 526,915 540,088 553,500  5¢
TOTAL RENTAL INCOME 477,359 489,293 501,525 514,063 526,915 540,088 553,590 5¢
OTHER INCOME :
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 3,318 3,401 3,486 3,573 3,662 3,754 3,848
Other Income 0 0 -0 0 0 0 0
TOTAL OTHER INCOME 3,318 3,401 3,486 3,573 3,662 3,754 3,848
GROSS INCOME 480,677 492,694 505,011 617,636 530,577 543,842 557,438 57
Vacancy Rate : Section 8 Increment 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss _ 24,034 24635 - 25,251 25,882 26,529 27,192 27,872 2
EFFECTIVE GROSS INCOME 456,643 468,059 479,761 491,755 504,048 516,650 529,566 54
OPERATING EXPENSES
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 226,775 235,846 245,280 255,091 265,295 275,907 286,943 2¢
Replacement Reserve 12,651 12,651 12,651 12,651 12,651 13,284 13,284 1
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 975 995 1,015 1,035 _1,056 1,077 1,098 ‘
TOTAL EXPENSES 240,402 249,492 258,946 268,777 279,002 290,267 301,325 3
NET OPERATING INCOME 216,241 218,567 __ 220,816 222,977 225,047 226,382 ___ 228,241 2
DEBT SERVICE _ _ _ _ _ _ _
CalHFA - 1st Mortgage 171,828 171,828 171,828 171,828 171,828 171,828 171,828 17
CalHFA - Bridge Loan
CalHFA - Section 8 Increment Loan 0 0 0 0 0 0 0
DEBT COVERAGE RATIO (w/o Section 8) 1.26 127 1.29 130 1.31 132 1.33
CASH FLOW after debt service 44,413 46,739 48,986 51,148 53,218 ' 54,554 56,413 §
1.26 1.27 1.29 1.30 1.31 1.32 1.33



RENTAL INCOME Year 21 Year 22 Year 23 Year 24 Year 25 Year 26 Year 27
Section 8 Increment Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Section 8 Increment Rents 0 0 0 0 0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 611,060 626,336 641,995 658,044 674,496 691,358 708,642
TOTAL RENTAL INCOME 611,060 626,336 641,995 658,044 674,496 691,358 708,642
OTHER INCOME
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 4,247 4,353 4,462 4,574 4,688 4,805 4,926
Other Income -0 0 0 0 0 0 0
TOTAL OTHER INCOME 4,247 4,353 4,462 4,574 4,688 4,805 4,926
" GROSS INCOME 615,307 630,690 646,457 662,618 679,184 696,163 713,568
Vacancy Rate : Section 8 Increment 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss . 30,765 31,534 32,323 33,131 33,959 34,808 35,678
EFFECTIVE GROSS INCOME 584,542 599,155 614,134 629,487 645,225 661,355 677,889
OPERATING EXPENSES
Annyal Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 335,683 349,110 363,074 377,597 392,701 408,409 424,746
Replacement Reserve 13,948 13,948 13,948 13,948 13,948 14,645 14,645
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 1,189 1,213 1,237 1,262 1,287 1,312 1,339
TOTAL EXPENSES 350,819 364,271 378,259 392,807 407,936 424,367 440,730
NET OPERATING INCOME 233,'722 234,885 235,875 236,681 237,289 236,988 237,159
DEBT SERVICE _ N _ _ N _
_CalHFA - 1st Mortgage 171,828 171,828 171,828 171,828 171,828 171,828 171,828
CalHFA - Bridge Loan
CalHFA - Section 8 Increment Loan 0 0 0 0 0 0 0
DEBT COVERAGE RATIO (w/o Section 8) 1.36 1.37 137 1.38 1.38 1.38 1.38
CASH FLOW after debt service 61,894 63,056 64,047 64,852 65,460 65,160 65,331
DEBT COVERAGE RATIO (with Section 8) 1.36 137 137 138 138 1.38 1.38
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3
RESOLUTION 03-21
4
5 RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT
6 .
WHEREAS, the California Housing Finance Agency (the "Agency") has received
7  aloan application from Point Reyes Affordable Homes, L.P., a California limited
partnership, (the "Borrower"), seeking a loan commitment under the Agency's Loan-to-
8  Lender and Tax-Exempt Loan Programs in the mortgage amount described herein, the
9 * proceeds of which are to be used to provide financing for a 27-unit multifamily housing

development located in Point Reyes Station to be known as Point Reyes Affordable Homes
10 (the "Development"); and

11 WHEREAS, the loan application has been reviewed by Agency staff which has
prepared its report dated April 28, 2003 (the "Staff Report") recommending Board

12 approval subject to certain recommended terms and conditions; and

13
WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, as

14  the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse prior
. expenditures for the Development with proceeds of a subsequent borrowing; and
15 -
WHEREAS, on April 7, 2003, the Executive Director exercised the authority
delegated to her under Resolution 94-10 to declare the official intent of the Agency to
17  reimburse such prior expenditures for the Development; and

le

18 WHEREAS, based upon the recommendation of staff and due deliberation by the
Board, the Board has determined that a final loan commitment be made for the

19 Development.

20 . v

NOW, THEREFORE, BE IT RESOLVED by the Board:
21
; 1. The Executive Director, or in his/her absence, either the Chief Deputy
22 Director or the Director of Multifamily Programs of the Agency is hereby authorized to execute
and deliver a final commitment letter, subject to his/her recommended terms and conditions set

23 forth in the CHFA Staff Report, in relation to the Development described above and as follows:
24
PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
25 NUMBER LOCALITY OF UNITS AMOUNT
26 03-039-N  Point Reyes Affordable 27 First Mortgage: $2,550,000
27 Homes Second Mortgage: $ 350,000
% - Point Reyes Station/Marin Loan-to-Lender: $3,985,000

COURT PAPER
STATE OF CALIFORNIA
STD. 113 (REV. 3-95}

OSP 98 10924
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" Resolution 03-21
- Page 2

2. The Executive Director, or in his/her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to

- increase the mortgage amount so stated in this resolution by an amount not to exceed seven

percent (7%) and modify the interest rate charged on the Loan-to-Lender loan based upon the

- then cost of funds without further Board approval.

3. All other material modifications to the final commitment, including
increases in mortgage amount of more than seven percent (7%), must be submitted to this

- Board for approval. "Material modifications" as used herein means modifications which,
- when made in the discretion of the Executive Director, or in his/her absence, either the

- Chief Deputy Director or the Director of Multifamily Programs of the Agency, change the
“legal, financial or public purpose aspects of the final commitment in a substantial or

material way.

I hereby certify that this is a true and correct copy of Resolution 03-21 adopted at a duly

- constituted meeting of the Board of the Agency held on May 15, 2003, at Burbank,
13

California.

ATTEST:

Secretary
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Plaza de las Flores
Sunnyvale, Santa Clara County, CA
. CalHFA # 02052 A

SUMMARY:

This is a Final Commitment request for taxable Preservation Acquisition Fund loan financing in

- the amount of Thirteen Million Six Hundred Fifty Thousand Dollars ($13,650,000.00). The
Preservation Acquisition Loan will consist of a Nine Milion, Five Hundred and Fifty-Five
Thousand Dollar ($9,555,000) taxable Agency Loan and a Four Million Ninety-Five Thousand
Dollar ($4,095,000) Proposition 46 Preservation Opportunity Fund loan which CalHFA is
administering for HCD. Security for the loans will be an existing 101-unit senior housing
development and 11,815 square feet of commercial space on 2.23 acres located at 233 Carroll
Street in the City of Sunnyvale in the County of Santa Clara. The property will be owned by
Christian Church Homes of Northern California, a not-for-profit corporation.

Plaza de las Flores was built in 1982 as a HUD 221 (d) (4) insured, senior project. The project
has a project-based Section 8 HAP which expires in November of 2003. The current owners are
able to sell the property without the Section 8 restrictions. The Borrower has entered into a
Purchase and Sales Agreement that expires on July 4, 2003.

LOAN TERMS:

Preservation Acquisition Fund

CalHFA First Mortgage $9,555,000

Interest Rate 4.00 %

Term 2 year fixed, interest only, payable monthly

Financing Taxable

Proposition 46 First Mortgage $4,095,000

Interest Rate 3.00 %

Term 2 year fixed, interest only, interest deferred

Financing Proposition 46 Preservation Opportunity
Fund

LOCALITY INVOLVEMENT:

No locality funds are available for the acquisition of the project, but locality funds will be
available at the time the permanent loan is funded.

Staff at the City of Sunnyvale has agreed to submit two loans totaling $1,450,000 to their City
Council for approval. The first loan of $1,000,000 in HOME funds will go to the City Council on
May 6, 2003. The second loan of $450,000 in housing mitigation funds will be taken to the
Sunnyvale City Council in the summer of 2003. These two loans will have a blended interest
rate of approximately 3.7%, a term of 30 years, and will be repaid from residual receipts.
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The Borrower has received a letter of interest from the Lenders for Community Development
(“the Santa Clara Housing Trust”) for a deferred loan of $500,000, with an interest rate of zero
percent and a term of 55 years.

HOUSING ASSISTANCE PAYMENT (“HAP”) CONTRACT:

The project has a HAP contract for all 101 units. The existing HAP contract limits distributions
to the owners. The HAP contract expires in November of 2003. The HAP contract is not
renewable prior to the anticipated acquisition loan closing date.

The borrower has met with San Francisco HUD Staff who have indicated a willingness to extend
the HAP contract for 20 years upon expiration of the current contract in November 2003. The
new contract will also contain a limitation on distributions. The project is eligible for a mark-up to
market rent increase at contract expiration. Current rent levels are set at $979. The contract
rents at renewal will be determined by HUD after reviewing market comparability studies.

Assignment of the HAP contract to the Borrower, any required modification to the HAP contract,

the general pian of financing, and the pledge of rents by the Borrower to the Agency are all

subject to the approval of the Department of Housing and Urban Development (“HUD"). The
Agency will require these approvals prior to the acquisition loan closing. The acquisition loan
terms and conditions may be modified in the event that said approvals impact the transaction.

The borrower will be required to seek and accept renewals of the project-based Section 8
contract for the term of the CalHFA regulatory agreement (30 years).

OTHER FINANCING:

Under the terms of the purchase agreement, the replacement reserves of $328,251 will transfer
with the property. HUD controls the use of the $710,749 residual receipts account. HUD staff
has indicated that they will allow the residual receipts to be used for rehabilitation work.

The cash flow during the acquisition period will be retained to repay the debt on the Agency
portion of the Preservation Acquisition Loan and will be a source of permanent financing. The
amount of cash available is dependent upon the rent levels set by HUD at the expiration of the
HAP contract as part of the mark-to-market process. '

The refund on the property tax payments made during the acquisition period prior to the project
receiving a property tax exemption will also be retained as a permanent funding source. It will
be used to repay the debt on the agency portion of the Preservation Acquisition Loan, and/or to
fund the transition operating reserve.

PROJECT DESCRIPTION:

Plaza de las Flores is a 20-year-old, 101-unit HUD 221(d)(4) affordable senior complex with 100%
project-based HUD Section 8 rental subsidies. There are 100 one-bedroom residential units, one
two-bedroom manager's unit, and 11,815 square feet of commercial space broken into six
separate business suites, which are fully leased to long term tenants. The building was
developed by Forest City Equity Services, Inc., and is owned by Plaza Associates, a Limited
Partnership. California Community Housing Management Services, a wholly-owned subsidiary of
Christian Church Homes of Northern California, has managed Plaza since the facility opened in

1983.
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PROJECT LOCATION:

Plaza de las Flores is located in the downtown area of the City of Sunnyvale at the corner of
Washington Avenue and Carroll Street. It is bordered by Sunnyvale Avenue, East Washington
Avenue, and Carroll Street, in an area that has some single and multifamily residential units as
well as many offices and shops. The south end of the project is bordered by a commercial
parking lot along Carroll Street. .

The residential units, parking area and commercial offices are all separately accessed from
Carroll Street. The residential entrance is recessed from the street to provide vehicle access to
the front entrance. Carroll Street is a two-lane street with moderate traffic.

SITE:

Improvements have been constructed on a single rectangular parcel containing a total of 97,139

square feet, or 2.23 acres. The site is in. Sunnyvale’s Community General Business Area which

allows for high density residential uses with a special development permit. The current zoning

is DSP (downtown specific plan) sub district 7, which allows for 100 residential units per 3.55

acres, and requires 1.75 parking spaces per residential unit. Because this development is

affordable, it received a density bonus when it was permitted. It is a legal non-conforming use
with respect to both density and parking.

IMPROVEMENTS:

Plaza de las Flores was built in 1982. It is a single, three-story, stucco, wood-frame building
with a flat, built-up roof and tile parapet. It is served by two elevators. The building is donut-
shaped with a large courtyard area. There are 101 apartment units.

The ground floor includes the office, a community room with kitchen, a spacious lobby, and
laundry area. There is one laundry room at the project, located in building three next to the
community room. The laundry room has four washers, four gas dryers, and a laundry sink.
There is a vending machine just outside of the laundry room area. The main entrance has a
security door, and the mail boxes are located off the entrance. The site’s common area
accessibility accommodations are good.

The development is attractively landscaped throughout. There is a large central courtyard with
paved walkways, a fountain, seating, gardens, mature trees, shrubs, and flowers. The exterior
of the property is landscaped with mature trees and shrubs along the street frontage. Adequate
exterior lighting is provided on the building, and on light poles.

There are 34 residential parking spaces located on site in a subterranean lot which are
accessed from a separate entrance on Carroll Street via a remote controlied access gate.
Street parking is adequate.

At the southern end of the site is a one story commercial building connected to the main
residential building. It is subdivided into six separate business suites. The commercial spaces
are improved with carpeting or vinyl tile, fluorescent lighting, and dropped acoustical tile ceilings.
Each commercial suite has a restroom. Accessibility accommodations in the commercial spaces
are good. There are no commercial parking spaces on site. Ample parking is available in an
adjacent city-owned parking lot. )
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The units are well maintained. All units are carpeted. Walls are painted textured sheetrock.
Most of the units have sprayed on acoustical ceiling material. Heating and air conditioning is

provided by forced air units. The kitchens have electrical appliances, particle board cabinetry in .

good condition, and Formica countertops. Bathrooms are typical with a tub/shower and a
sink/vanity cabinet. The tub surrounds are vinyl. All units have sliding glass doors which lead
from the living room to a private deck or balcony. The units have emergency call cords in the
bathrooms and bedrooms. The units are all individually metered and the tenants pay for their
own utilities. Storage units for the units are located on each floor.

Unit Mix:
No. of Units | No. of No. of Unit Square
Bedrooms | Bathrooms Footage
90 1 1 539
10 1 1 648
1 : 2 2 838

There are no off site improvements planned for this development. No relocation is required.
MARKET
Market Overview

The property is located in the City of Sunnyvale, a well established community located near the
northwest boundary of Santa Clara County. Population growth is low at .5% per year. The
.community is fully developed and there is a lack of available land. Sunnyvale has a population
of 132,800. The median income was $104,400 in 2000. Both the median age and the median
buying income are higher than the rapid growth areas in southern and eastern Santa Clara
County. Sunnyvale is 12 miles square, and has diverse land uses. The largest employers
include Lockheed Martin, Advanced Micro Devices, Amdahl, and National Semiconductor.
Unemployment in December 2002 was 6.4%, an increase from 3.8% in 2001 due to the
downturn in the high technology sector.

The property is located in the downtown shopping district of Sunnyvale on the south side of
Highway 101. The area is predominantly built-out commercial, office and residential with
commercial development along the main thoroughfares. Sunnyvale Shopping Mall, which has
Macy’s as an anchor tenant, is located across the street from the property. New multifamily
residential development has occurred to the north of the property on Evelyn Avenue, and there
is an attractive new office building on Mathilda Avenue. Overail the neighborhood
developments are in good condition, and the outlook for the neighborhood is positive in both the
short and long term. :

Housing Demand

The primary market area of this property is the City of Sunnyvale, and the secondary market
area is the County of Santa Clara. Sunnyvale has traditionally enjoyed solid housing demand
due to its centralized location, employment opportunities, varied demographic characteristics,
and general appeal of the area. Both population and households are expected to increase by
.5% per year.




In the last two years the housing market has been soft. Rents in Sunnyvale and Santa Clara
County declined from January 2001 through December 2002 from an average of $1935 to
$1372. The vacancy rate increased to 6.6% in December 2002 from 6.2% in September 2002.
However, area managers report that the vacancy rate is slowly declining indicating a stabilizing

market.

Housing Supply

Sunnyvale has a substantial multifamily rental base. There are 54,392 housing units in the city,
Two relatively large apartment projects were
recently constructed in the downtown area of Sunnyvale: a 124-unit apartment building at
Evelyn and Sunnyvale Avenues, and a 300-unit apartment development at the corner of El

of which 45.9% are multifamily residences.

Camino Real and Mathilda, as well as four smaller developments totaling 90 units.

There are no senior market-rate apartment projects in the primary market area. The appraiser,
Carneghi-Bautovich, concluded that the market for age restricted properties is similar to non-
age restricted properties in Sunnyvale. They surveyed six comparable properties in Sunnyvale
and found the rents for one bedroom units to be between $900 and $1,205, with the low end of
the rental rates generally for smaller sized units, and units with less parking. Managers are
_ currently reporting vacancy rates between zero and 9.00%. Managers are currently offering
rebates of between $250 and one month’s rent for tenants willing to sign 6 month to 12 month

leases.

There are very few age restricted, independent apartment projects in Santa Clara-County.
Typical new senior facilities in Santa Clara County are continuing care facilities with larger

luxury apartments and full services, or non-profit subsidized projects.

Demand for Plaza de las Flores units is considered strong given the lack of available housing
for seniors with lower incomes, and the availability of Section 8 subsidies. The property currently
has no vacancies, and a long waiting list. The historical vacancy rate is less than 1%.

~ Rent Differentials (Market versus Restricted)

HUD

Unit Type | Subject | Market $ % % of
Rate Difference | Market | Rent Market
One $1025 $965
Bedroom
50% $911 $114 89% 94%

All of the residents are very low income and pay only 30% of their income for rent.

Commercial Parcel

The commercial portion of the property is fully leased to stable long term tenants. Leases are
on a modified gross basis with the tenant paying their own utilities and janitorial costs. The
current owner stopped offering lease renewals in 2001 in anticipation of the sale of the property.
Two of the month-to-month tenants have requested lease extensions. CCH intends to offer all

three month-to-month tenants new leases.

165
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Square | Tenancy | Current Monthly | Escalations | Month to
Tenant Feet Began Lease square Month
_Expiration | foot rent

Worldwide 2,910 | 05/2002 04/2007 $1.45 | Yes No
Wireless :
Karimi 2,402 | 1987, 10/2005 $1.29 | Yes No
Chiropractor lease

extended

: 11/1995
Fitzpatrick 887 12/1992 12/2002 $1.41 No Yes, but have
State Farm requested a 10
Insurance : year lease
| Agency
Christian 800 02/1993 04/2003 $1.15 | No Yes, but have
Science . requested a 5
Reading . - | year lease
Room '
Certified 3,200 | 07/1998 09/2001 $1.07 | No Yes, but have
Personnel ' requested a
long term
- lease

The Upper 1,614 |05/1987, | 06/2007 $0.77 | No No
Cut Beauty lease ]
Salon : extended

08/1997 -

The appraiser determined that the market rent for the subject property is $1.45 per square foot.
Comparable lease rates in the area range between $1.45 and $2.70 per square foot on an
adjusted modified gross basis. Rental rates above $2.00 per square foot were achieved at
properties in larger shopping centers with anchor tenants. The lower rents of between $1.80
and $2.00 were achieved at similar buildings in the same neighborhood. The lowest rent of
$1.45 was achieved at the subject property. (Worldwide Wireless, above, was leased at the
subject property in May of 2002 at $1.45/sf).

OCCUPANCY RESTRICTIONS:

CalHFA/Prop 46 100% of the units (100) will be restricted to households with incomes of
50% AMI, or lower, for 30 years, if economically feasible.

HUD 100% of the units (100) will be restricted to households with incomes of
50% AMI, or lower, for the term of the HAP Agreement, and the available
extensions. The restrictions will be removed when and if HUD
terminates the Section 8 payments.

ENVIRONMENTAL:

A Phase | Environmental Assessment report was completed on January 23, 2003 by ACC
Environmental Consultants of Sunnyvale, California. Based upon aerial photographs, the
consultant identified a previous use as a gasoline service station from 1943 until 1979. No
documentation was available to determine if the underground storage tanks associated with that
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use had been properly removed when the station was demolished. Therefore, a Phase Il report
was recommended.

The Phase | report also identified the presence of suspect asbestos-containing materials on the
property, but noted that they appeared to be in good condition. The Agency will require a
comprehensive asbestos study and an operations and maintenance plan prior to the acquisition
loan closing.

A Phase |l Subsurface Soil Boring Investigation was completed on March 31, 2003 which
confirmed that the. underground storage tanks had been removed, and that there are no
petroleum hydrocarbon impacts in the soils surrounding the former tanks. It was concluded that
no further investigation or remedial action is required.

A seismic evaluation was completed in March 2003. It found that the development as
constructed meets minimum standards.

The Agency will require an accessibility report on the commercial spaces prior to acquisition
loan closing.

PHYSICAL NEEDS ASSESSMENT / SCOPE OF WORK

A physical needs inspection (PNA) was cor{ducted on January 10, 2003 by Waarvik
Innovations. The PNA found the project in excellent condition which it attributed to proactive
maintenance and exemplary management.

Due to the age of the building some systems are nearing the end of their useful life and require
repair or replacement. The budget for this work is estimated to be between $700,000 and
$800,000. This work will be done during the acquisition period from funds currently held by
HUD. The items needing repair include the following:

e The roof system will be replaced. This will require the removal of rooftop equipment
(HVAC equipment, solar panels, etc). ’

o The HVAC equipment, including heat pumps located on the rooftops and fan coil
units located within the apartment units, will be replaced.

e A few of the solar collector panels are showing cloudiness and will be replaced in
conjunction with the roof. This is a functioning passive solar system which provides
pre-tempered water for the domestic hot water system.

o Decks and deck rails will be waterproofed and repainted.

o One of the four sides of the building will be repainted.

e A replacement schedule will be developed for the unit interiors. It will include
carpeting, kitchen cabinets and kitchen and bathroom flooring replacements. The
borrower is conducting a unit-by-unit survey, and a final schedule will be developed
from that study.

e The three hot water heating units will be replaced.

e Accessibility upgrades will be undertaken in the elevators and in the common areas.

e All dry rot identified in the termite and dry rot report issued in April 2003 will be
repaired.

¢ The concrete flooring in the community room will be replaced.

¢ The lobby interior will be redecorated.

¢ Hardwire smoke detectors and GFI's will be installed as needed.



168

¢ The borrower is investigating possible upgrades of the emergency call system. This
is an optional item, as the current system is fully functional.

EXIT STRATEGY FOR PRESERVATION ACQUISITION FUND LOAN:

There are two possible take out scenarios for this loan. Both scenarios anticipate full repayment
of the Preservation Acquisition Loan. Sources for both scenarios include $1,450,000 from the
City of Santa Clara, $500,000 from the Santa Clara Housing Trust Fund, $328,251 in current
reserves, $710,749 in HUD-controlled residual receipts, use of the cash flow during the
acquisition period, use of the property tax rebate, and the HAP contract renewal by HUD in
November 2003.

501(c)(3) Bond Scenario. The first scenario involves an Agency 501(c)(3) loan of $11,900,000.
The Agency loan will be written to the Section 8 contract rents and insured under the FHA/HUD
Risk Share Program. This scenario requires that the Borrower receive a mark-to-market
increase in their HAP rents of approximately $200 per unit (from $979 to $1180).

Under this scenario, if the project receives a large enough rent increase from HUD, the borrower
will return to the Agency for a final commitment for a 501(c)(3) loan in the spring of 2004. The
rehabilitation will be completed with available reserve funds, and the Borrower will close the
permanent loan at the completion of the rehabilitation work in 2005.

Tax_Exempt Bonds and 4% Tax Credit Scenario. The 4% tax credit scenario involves an
Agency tax-exempt bond loan of $9,510,000, and tax credit equity of $2,668,000. The Agency
loan will be underwritten to HAP rent levels and will be insured under the FHA/HUD Risk Share
Program. This scenario requires that the Borrower receive an increase in their HAP rents of
approximately $46 per unit (from $979 to $1025) when they go for their HAP contract renewal in
November 2003.

If the project receives a rent increase from HUD that is too small to support the 501(c (3) loan in
the first scenario, the borrower will return to the Agency for a final commitment for a tax-exempt
loan in the spring of 2004, and compete for a CDLAC allocation. Once they have received a
CDLAC allocation, they will complete the rehabilitation with available reserve funds, and the
Borrower will close the permanent loan at the completion of the rehabilitation work in 2005.

ARTICLE XXXIV:

A satisfactory opinion letter will be required prior to acquisition loan closing.

DEVELOPMENT TEAM:

Borrower

Christian Church Homes of Northern California (“CCH”), a not—for—profit Corporation.

CCH was founded by ecumenical and community groups in 1961. To date they have déveloped
17 elderly facilities for 1,525 residents. Of these units, 1,081 have project-based Section 8
contracts. Included in these projects is South Lake Towers, a 130-unit expiring use senior

development in Oakland that was purchased by the borrower with three loans from CalHFA in
2002.
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CCH is currently developing three additional HUD 202 projects and one 9% tax credit project
totaling 228 units.
CCH is currently negotiating with Forest City to purchase another expiring use Section 8
property located in Ontario (The Grove), and is in discussions with them regarding the purchase
of three additional properties. CalHFA is currently processing an application for a Preservation
Acquisition Loan for The Grove.
Management Agent
Christian Church Homes of Northern California (“CCH"), a not—for—profit Corporation.
CCH currently manages 40 properties in Northern California. CCH manages 15 properties that
they own, and manages 25 properties owned by other entities. Thirty-six of the facilities they
manage are reserved for seniors 62 years of age and older.
CCH has a staff of 350. There are 26 people on the corporate staff. They have a Director of
Social Services and a team of 27 on-site service coordinators whose job is to link seniors with a
wide array of supportive and social services.
Architect & Construction Management
Leslie B. Alspack of the Pound Company.

The Pound Company is based in Oakland and provides both construction management and
project planning services. They have worked with CCH on other projects.
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Project Summary Plaza de las Flores [

Financing Summar

-fCalHFA 1st Mortgage
Prop 46 1st Mortgage
Seller Replacement Reserve

.|HUD/Seller Residual Receipts Reserve

4.00%
3.00% Deferred

Date:
Project Profile: Project Description:
Project : Plaza de las Flores Appraiser: Chris Cameghi, MAI  Units
Location: 233 Carroll Street Appraising Firm: Cameghi Bautovich  Handicap Units
Sunnyvale 94086 Cap Rate: 6.50% Type
County: Santa Clara Market (as is) : $12,730,000 Buildings
Borrower: Christian Church Homes Income (as is): $13,130,000 Stories
Program: Preservation Acquisition Loan  Total Value (as is): $13,000,000 Gross Sq Ft
CalHFA # : 02052A Land Sq Ft
LTCATV: Units/Acre
Prop 46 & CalHFA/Cost 92.9% Total Parking
Prop 46 & CalHFAValue 105.0% Covered Parking
CalHFA Loan/Cost 65.0%
CalHFA LoarvValve 73.5% Commercial Square footage:

15-May-03

101

10
Rehabilitation
1

183
65,200
97,139
43

34
34

11,815

.

0 bedroom 0 0 0 0 0 0 0 0
1 bedroom 0 0 0 0 0 0 0 0 100 965 100
1 bedroom 0 0 0 0 0 0 0 0 0 0 0
| 2 Bedroom 1 0 0 0 0 0 0 0 0 0 1
4 bedroom 0 0 0 0 0 0 0 0 0 0 0
subtotal 1 0 ' 0 0 100 101
-
_ Fees ' Basis of Requirements Amount Security
Acquisition Loan Fee 1.00% CalHFA Acquisition Loan $95,550 Cash at acquisition
Escrows
Inspection fee $1,500 x months of construction $18,000 Cash at acquisition
Reserves _ '
Seller Replacement Reserves Current Reserves transferred with Property $328,251 Cash at acquisition
HUD Residual Receipts Current Reserves controlled by HUD $710,749 Cash  atacquisition
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. Sources and Uses Plaza de las Flores

Acquisition Percentof  Per Unit Residential Commercial
Name of Lender / Source Amount Total Amount 87.58% 12.42%
CalHFA 1st Mortgage 9,555,000 65.0% 94,604 8,368,224 1,186,776
Prop 46 1st Morigage 4,095,000 27.9% 40,545 3,586,382 508,618
Total Institutional Financing 13,650,000 92.9% 135,149 11,954,606 1,695,394
Equity Financing .
Seller Replacement Reserve 328,251 2.2% 3,250 287,481 40,770
HUD Residual Receipts Reserve 710,749 4.8% 7,037 622,471 88,278
Total Equity Financing 1,039,000 7.1% 10,287 909,951 129,049
TOTAL SOURCES 14,689,000 100.0% 145,436 12,864,558 1,824,442
Acquisition Per Sq Ft Per Unit Residential Commercial
Acquisition 13,000,000 88.5% 128,713 11,385,339 1,614,661
Rehabilitation 0 0.0% 0 o -0
New Construction ) 0.0% 0 0 0
Architectural Fees 40,000 - 0.3% 396 35,032 - 4,968
Survey and Engineering 8,000 0.1% 79 7,006 994
Agency Impound Fees 231,498 1.6% 2,292 202,745 28,753
. Permanent Financing 130,550 0.9% 1,293 114,335 16,215
Legal Fees . 25,000 0.2% 248 21,895 3,105
Reserves 1,039,000 7.1% 10,287 909,951 129,049
Contract Costs 45,250 0.3% 448 39,630 5,620
Contingency 86,202 0.6% 853 75,495 10,707
Local Fees 1,000 0.0% 10 876 124
Other Costs 0 0.0% 0 . 0 0
PROJECT COSTS 14,606,500 99.4% 144,619 12,792,305 1,814,195
Developer Overhead/Profit 75,000 0.5% 743 65,685 9,315
Consultant/Processing Agent 7,500 0.1% 74 6,568 932
TOTAL USES 14,689,000 100.0% 145,436 12,864,558 1,824,442
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Plaza de las Flores

Annual Operating Budget

$ per unit
INCOME:
Total Rental Income 1,158,000 11,465
Laundry 4,000 40
Commercial Income 164,794 1,632
Other Income 0 -
Gross Potential Income (GPI) 1,326,794 13,137
Less:
~ Vacancy Loss o 84,298 835

) Total Net Revenue 1,242,496 12,302
EXPENSES:
Payroll ' | 182,237 1,804
Administrative 98,663 977
Utilities 57,400 568
Operating and Maintenance 143,040 1,416
Insurance and Business Taxes 51,335 508
Taxes and Assessments 150,215 1,487
Reserve for Replacement Deposits 32,825 325
Subtotal Operating Expenses 715,715 7,086
Financial Expenses
CalHFA Acquisition Loan ' 382,200 3,784
Total Financial 382,200 3,784
Total Project Expenses 1,097,915 10,870
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RENTAL INCOME Year 1 Year 2
Section 8 Increment Increase 2.00% 2.00%
Section 8 Increment Increase 64,800 - 66,096

Affordable Rent Increase 2.00% 2.00%
Affordable Rents (50% AMI rent of $911) 1,093,200 1,115,064

TOTAL RENTAL INCOME 1,158,000 1,181,160

OTHER INCOME

Other Income Increase 2.00% 2.00%
Laundry 4,000 4,080

Commercial Income Increase 2.00% 2.00%
Commercial 164,794 168,090

TOTAL OTHER INCOME 168,794 172,170

GROSS INCOME 1,326,794 1,353,330

Vacancy Rate: Section 8 Increment 3.00% 3.00%
Vacancy Rate: Affordable 3.00% 3.00%
Vacancy Rate: Other Income 30.00% 30.00%
Less: Vacancy Loss _ 84,298 85,984

EFFECTIVE GROSS INCOME 1,242,496 1,267,346

OPERATING EXPENSES

Annual Expense Increase , 3.50% 3.50%
Expenses ' 532,675 551,319

Replacement Reserve 32,825 32,825

Annual Tax Increase 2.00% 2.00%
Taxes and Assessments 150,215 153,219

TOTAL EXPENSES 715,715 737,363

NET OPERATING INCOME _ 526,781 529,983

DEBT SERVICE

CalHFA 1st Mortgage 382,200 382,200

Prop 46 1st Mortgage : 0 0

Cash flow after CalHFA loans 144,581 147,783

DCR CalHFA loan 1.38 1.39

Debt Repayment Reserve 144,581 147,783

Cash Flow after Debt Repayment Reserve 0 0
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RESOLUTION 03-22

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the California Housing Finance Agency (the "Agency") has received
a loan application from Christian Church Homes of Northern California (“CCH”), a not-
for-profit corporation ("Borrower"), seeking a loan commitment under the Agency's
Preservation Acquisition Fund Program in the mortgage amounts described herein, the
proceeds of which are to be used to provide mortgage loans for a 101-unit multifamily
housing development located in the City of Sunnyvale to be known as Plaza de las Flores
(the "Development"); and

® 3 0 O b LK NV

©

WHEREAS, the loan application has been reviewed by Agency staff which has
10  prepared its report dated April 28, 2003 (the "Staff Report") recommending Board
11 - approval subject to certain recommended terms and conditions; and
WHEREAS, based upon the recommendation of staff and due deliberation by the
12 Board, the Board has determined that a final loan commitment be made for the
13 @ Development. :

14 NOW, THEREFORE, BE IT RESOLVED by the Board:

. 15 1. The Executive Director, or in his/her absence, either the Chief Deputy
16 Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute and deliver a final commitment letter, subject to the recommended terms and
17 = conditions set forth in the CHFA Staff Report, in relation to the Development described
above and as follows:

18
19 prOJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
50 NUMBER LOCALITY ‘ OF UNITS AMOUNTS
21 02-052-A Plaza de las Flores 101
Sunnyvale/Santa Clara CalHFA 1* Mortgage: $9,555,000
22 Prop. 46 1¥ Mortgage: $4,095,000
23

2. The Executive Director, or in his/her absence, either the Chief Deputy Director or

24 . the Director of Programs of the Agency is hereby authorized to increase the mortgage amount
so stated in this resolution by an amount not to exceed seven percent (7%) without further

25  Board approval.

26 . 3. All other material modifications to the final commitment, including increases
o7 in mortgage amount of more than seven percent (7%), must be submitted to this Board for
% approval. "Material modifications" as used herein means modifications which, when

COURT PAPER
STATE OF CALIFORNIA
STD. 113 (REV. 3-95)

OSP 98 10924
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Resolution 03-22
Page 2

made in the discretion of the Executive Director, or in his/her absence, either the Chief
Deputy Director or the Director of Programs of the Agency, change the legal, financial or
public purpose aspects of the final commitment in a substantial or material way.

I hereby certify that this is a true and correct copy of Resolution 03-22 adopted at a duly
constituted meeting of the Board of the Agency held on May 15, 2003, at Burbank,
California.

® N O b L N

ATTEST:
10 Secretary

11

12

14

15
16
17
18

19
20
21
22

24
25 :
26
27

@

COURT PAPER
STATE OF CALIFORNIA
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Final Commitment
Baywood Apartments
Oakland, Alameda County, CA
CalHFA # 03-028-N

SUMMARY:

This is a final commitment request for two acquisition loans and two permanent loans; a first
acquisition loan in the amount of Four Million One Hundred Thousand Dollars ($ 4,100,000); a
taxable second acquisition loan in the amount of One Million Dollars ($1,000,000) a first
permanent loan in the amount of Four Million One Hundred Thousand Dollars ($4,100,000); and
a taxable second permanent loan in the amount of One Million Four Hundred Fifty Thousand
Dollars ($1,450,000). The first acquisition loan and the first permanent loan are a blend of Four
Million Thirty-Five Thousand Dollars ($4,035,000) of tax-exempt financing and Sixty-Five
Thousand Dollars ($65,000) of taxable HAT (“Earned Surplus”) financing.

Security for the loans will be Baywood Apartments, a 77-unit apartment building located at 225
41* Street in the City of Oakland, in Alameda County. The property will be owned by Baywood
Affordable LP, a limited partnership, whose general partners are Las Paimas Foundation, a Not-
for-Profit corporation, and Bentall Residential, LLC, a Limited Liability Corporation.

Baywood Apartments was built in 1982 and the Agency holds a first mortgage on the property
which matures in 18 years. The property has a 30 year Section 8 HAP contract which expires in
8 years. The Borrower has entered into a Purchase and Sale contract with the current owner, Q
Investments, LLC, a limited liability corporation. This project is being refinanced under the
Agency’s Section 8 Portfolio Refinancing Guidelines.

LOAN TERMS:
Acquisition
First Mortgage $4,100,000
interest Rate - 5.40 %
Term : 2 year fixed, interest only
Financing Blend of tax exempt and HAT funds
Second Mortgage $1,000,000
Interest Rate 4.50 %
Term 2 year fixed, interest only
Financing Taxable- HAT (“Earned Surplus”)
Permanent
First Mortgage $4,100,000
Interest Rate 5.40 %
Term 30-year fixed, fully amortized
Financing Blend of Tax-exempt and HAT funds

Insurance FHA Risk Share
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Second Mortgage $ 1,450,000

Interest Rate 4.50 %

Term 6 year fixed, fully amortized
Financing Taxable - HAT (“Earned Surplus”™)

The Agency’s permanent first mortgage loan will be insured under the FHA Risk Share program
and will be subject to HUD Risk Share Approval.

- AGENCY PORTFOLIO REFINANCING / HOUSING ASSISTANCE PAYMENT CONTRACT:

The Agency currently holds this loan in its portfolio. In 1980, the Agency made a 40 year,
$3,729,338 loan at an interest rate of 11.50 %. The current balance on the Agency mortgage is
approximately $3,291,061. Funds were advanced under the Agency loan in September 1981.
The Agency loan was subject to a 6% equity dividend rate limitation on the original equity.
“Surplus Cash” is the property of the Agency under the original loan documentation. The first
mortgage is subject to prepayment prohibitions. The operating and replacement reserve
balances are approximately $438,000. The Agency currently holds the reserves.

The project has a 30 year project-based Section 8 contract which covers all 77 units. The HAP
contract expires in February 2011. There is a mismatch between the expiration of the HAP
contract and the Agency’s loan which matures in September 2021. The Agency is the Contract
Administrator for the HAP contract. The HAP contract was issued prior to Aprll 1980 and does
not terminate upon refinancing.

This final commitment request fits within the Agency’s Section 8 Loan Portfolio Refinancing
Guidelines which were presented to the Agency’s Board of Directors on September 12, 2002.
No prepayment penalty will be required because of the mismatch between the term of the HAP
contract and term of the Agency loan.

The assignments of the HAP contract to the Borrower, any required modification to the HAP
contract, the general plan of financing, and the Borrower’s Pledge of Rents to the Agency are all
subject to the approval of the Department of Housnng and Urban Development (“‘HUD"). CalHFA
loan terms and conditions may be modified in the event that the terms of the HUD approvals
impact the transaction.

The Borrower will be required to seek and accept any renewals of the project-based Section 8
contract for the term of the CalHFA regulatory agreement (55 years). Affordability will be
restricted to 20% of the units at 50% AMI and 80% of the units at 60% AMI for the term of the
regulatory agreement. The existing project reserves in the Reserve for Replacement and the
Reserve for Operations plus accrued interest will be kept with the property for the term of the
CalHFA regulatory agreement. All impounds at the time of the refmancung will be kept with the

property.

The refinancing will be processed under the same statute authority as the original loan, which
requires a tenant grievance procedure. The Agency will waive the limitation on distributions,
and claims to “surplus cash”. CalHFA will require a service plan for the tenants.
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PROJECT DESCRIPTION:
Project Location

Baywood Apartments is located at 225 41* Street in the Piedmont Avenue neighborhood of
Oakland, in Alameda County. The property is adjacent to a post office, and approximately one
block from Piedmont Avenue. Piedmont Avenue is an older, well established boutique street
with many retail businesses, restaurants and offices. Public services are easily reached by foot,
car or bus. Kaiser Foundation Hospital is located within a few blocks of the property.
Immediately surrounding the property are mid-rise apartments, condominium projects and single
famlly homes. To the west of the property is a hlgh density neighborhood of older mid-rise and
high-rise multifamily complexes. :

Site

The building is located on a flat, 22,485 square feet, .562 acre, site located mid block with a 177
foot frontage on 41% Street. There is separate pedestrian and vehicular access from 41 street.

The Zoning is R-70-High Density Residential with a General Plan designation of Urban
Residential. The maximum density is 54 units with a parking requirement of one space per unit,
with reduced parking permits available for age restricted buildings. The existing improvements
are legal, non-conforming uses with respect to both density and limited parking.

improvements

The building is a six story, “L” shaped, poured concrete building, built in 1981. The building -
foundation is a 16 inch concrete mat with drilled concrete caissons at the corners of the building.
The building consists of a poured-in-place concrete frame, and the upper floors and roof deck
are reinforced concrete. The exterior walls of the building are board formed concrete and
stucco. Building windows are single pane with anodized aluminum frames. The building has a
mansard roof at the perimeter of the building which is supported by light steel framing. The roof
is flat, and covered with rolled asphalt membrane and a mineral sheet cap.

On the first floor there is an entrance lobby, a large general seating area, a planter area and an
elevator lounge, two accessible restrooms, the management office, a large community room
and kitchen, and a large patio garden area. The laundry room and trash room are located off the
main lobby. There are also some apartments on the first floor. There are 18 parking spaces
located on the first fioor. Residents access the parking area through a door off the main lobby.
The building is served by two elevators. The building is sprinklered, and both the parking and
pedestrian entrances have security systems.

The landscaping consists of mature trees, shrubs and grass along 41% street. There is a large
and attractive courtyard and garden area at the rear of the building which half of the units
overlook. There are flower beds located throughout the site. The landscaping areas are
irrigated by an in-ground sprinkler system. Site lighting is provided by municipal streetlights on
41% street and by light fixtures in the planting areas. A perimeter chain link fence with redwood
slats surrounds the back of the building.

The apartments are accessed through double loaded corridors. There is a large lounge area
and/or utility room on each floor located adjacent to the elevator. There are trash rooms and
trash chutes on each floor. There are 5 large bonus rooms, one on each of the five residential
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. floors. One of the bonus rooms is used as a library, another is a lounge, and three are used as
maintenance and or storage rooms. The apartments are carpeted, with sheet vinyl flooring in
the kitchens and baths. The walls and ceilings are painted drywall. Entry doors are solid core
with lever handle locksets. Kitchen cabinets and countertops are constructed of wood, with
particle board doors and are in good condition. The countertops have a plastic laminated finish.
The appliances are all electric and include a stove/oven, refrigerator, disposal and fan/hood.
Two-thirds of the appliances are original. The bathrooms have a water closet, a fiberglass
bathtub and surround and a vanity cabinet with a sink. The bathroom fixtures are in good to fair
condition. The units have electric baseboard heat and are individually metered. Each unit, with
the exception of the studio units, has a large balcony that runs the width of the living room and
bedroom, which is accessed by sliding glass doors. The building is located on a knoll and all of
the units have attractive city views. The units are not air conditioned.

Unit Mix:
No. of Units No. of No. of Unit Square
Bedrooms | Bathrooms | Footage
5 0 1 593
67 1 1 603
5 (accessible) -1 1 753
- Off Site Work

No off site work is planned.
Relocation

Rehabilitation work will take place over twelve months after the Acquisition Loan closing.
Residential improvements will take place on a floor-by-floor basis. During unit work, tenants will
be relocated to area hotels for an estimated stay of three days. The rehabilitation plan does not
assume invasive construction that will result in longer term displacement of tenants.

There are two households that may be above tax credit income limits. If it is determined that
they are over income, they will be offered incentives to voluntarily relocate. There will not be any
involuntary relocation.

MARKET:

Market Overview

The Primary Market Area for the subject property includes parts of the Piedmont Avenue,
Rockridge, Northlake, Downtown and San Antonio neighborhoods of Oakland. The Primary

Market Area (PMA) extends approximately 1.9 miles north, 2.6 miles south, 1.3 miles west, and

2.2 miles east of the subject property.

In 2002 there were 199,423 residents, and 86,281 households in the PMA. The growth rate is
projected at .9% per year. There were 15,536 senior households in the PMA representing 18%
of the total population. The number of senior households is expected to increase at a rate of
1.1% annually The median income for all households in 2002 was $48,418. In 2002, 48% of
the seniors in the PMA had incomes of $15,000 or less, and 67% earned $25, 000 orless. The
.. average senior household had 1.5 persons.
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Housing Demand

Forty-six percent of the senior households (7,527 households) in the PMA are renters; of these
4,622 have incomes which qualify for the development.

Apartment managers reported significant increases in demand in 1999 and 2000. Rental rates
peaked in early 2001, and declined in the end of 2001 caused by the downturn in employment in
the high tech industry. Rents for one bedroom units decreased 11% in Oakland from a high of
$1,264 in June 2001 to $1,127 in December of 2002. The average occupancy rate in Oakland
dropped from 99% in 2000 to 91.6% in the first quarter of 2003, indicating an imbalance in the
market place. _

The Piedmont Neighborhood has held onto its gains better than other sections of the City. In
March of 2003, the occupancy rate was 97.3% for tax credit properties, and ranged between
94.5% and 100% in general occupancy properties.

The housing authority has a waiting list of 1,163 people and 13,037 pre-applications. The
households on the list are chosen from qualified pre-applicants by a lottery. There are 250
households on the public housing waiting list. Both lists have been closed for several years.

Housing Supply

There are three senior tax credit properties in the PMA area, two of which are under
construction, and hundreds of smaller apartments within a one mile radius, most of which are
located in smaller buildings. There are no comparable market rate senior properties in the
PMA.

Market Survey Systems surveyed 13 comparable properties in the PMA including all three
senior tax credit properties and ten general occupancy. They extended their survey of general
occupancy projects to a two-mile radius to capture properties of equivalent size to the subject
property. They found: :

e Baywood's size, which is large enough to support full-time staff, provides a competitive
advantage over many of the smaller general occupancy properties.

e Rents at the tax credit properties ranged from $362 to $487 for studio units and from
$385 to $595 for one bedroom units.

e Rents at the general occupancy properties ranged from $750 to $955 for studio units
and $875 to $1346 for one bedroom units.

e Baywood’s studio units are 84% larger than the tax credit properties, and 15% larger
than the general occupancy properties.

e Baywood’s one-bedroom units are larger than the average tax credit one-bedroom unit
and only slightly smaller than the general occupancy units.

e Al of the tax credit properties have reduced parking with ratios ranging from .25 to .44
spaces per unit.

» Half of the general occupancy units have reduced parking and charge between $50 and
$75 dollars for parking privileges.

o Two-thirds of the tax credit properties offer community rooms with televisions and
kitchens, a library and a computer room. Only 10% of the general occupancy properties
have communlty rooms or clubhouses.
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o No tax credit properties offer pools, spas or fitness centers. Seventy percent of the
_ general occupancy properties offer fitness centers, pools or spas.

‘e Only one general occupancy property offers washers and dryers in the units and walk-in
closets.
80% of the both types of properties have balconies.
No tax credit property offers dishwashers. Fifty percent of the general occupancy
propetties offer dishwashers. No property offers air conditioning.

e Baywood is the only property which offers a landscaped interior courtyard, grab bars in
the bathrooms, and a pull cord emergency response system for the residents.

o The market study recommended that tax credit properties offer a library, a computer
center, and free internet access and e-mail accounts to the residents to improve their
competitive position.

There are two tax-credit senior projects under construction in the PMA which are included in the
survey above. There are no other pending comparable senior tax credit apartment projects
_identified in the PMA area. There are two pending acquisition and rehabilitation of existing HUD
. Section 8 projects that will remain subsidized under exiting HAP contracts. A third project has
been proposed but is still in the planning stages.

The market study found a shortfall of 1,047 senior tax credit apartments in the PNA area after
the rehabilitation of the existing project and the completion of the two tax-credit senior projects
 that are under construction.

CURRENT OPERATIONS:

Approximately 30% of the current residents are couples. Most of the residents have incomes
between $8,000 and $12,000, with incomes ranging between $7,000 and $40,000. Residents
pay 30% of their income as rent. The tenant portion of the rent ranges between $175 to $1000
with most tenants paying between $200 and $300 per month. Seven percent of the units have at
least one employed person. There are currently 73 people on the waiting list. Sixty percent of
the people on the waiting list live within three miles of the property, and all live in the Bay Area.
Typically Baywood has two vacancies per year.

PROJECT FEASIBILITY:

Baywood is currently 100% occupied and has a waiting list. Its historical vacancy is less than
1%. The property is expected to remain stabilized at 99% occupancy because it offers Section
8 subsidies to all residents which allow them to pay only 30% of their income in rent.

If the HAP contract is not renewed at expiration, or any time during the term of the Agency 1°
Permanent Mortgage, and Baywood were required to completely re-tenant the 76 rentable units
to tax credit rents, it is projected that it will reach stabilized occupancy within six months. The
absorption rate would increase if HUD offers tenant-based vouchers to the existing tenants,
allowing them to remain in the property, and they elect to stay. At tax credit rent levels, the
project is projected to maintain stabilized occupancy in the 95% range with a turn-over of
approximately 15% per year.




18%7

Rent Differentials (Market versus Restricted versus HUD)

Unit Type | Subject | Market $ % HUD %
Rate Difference Market Rents Market

Studio , $935 ) $984
50% $672 $263 72% 105%
One $985 $1,145

Bedroom
50% $713 $272 72% 116%
60% $ 839 $146 85 %

OCCUPANCY RESTRICTIONS:

CalHFA 20% of the units (15) will be restricted at 50% or less of AMI, and
80% of the units (61) will be restricted to 60% or less of AMI.

The CalHFA Regulatory Agreement will be for a term of 55 years.

TCAC ~ 30% of the units (24) will be restricted to 50% or less of AMI and
0% of the units (52) will be restrlcted to 60% or less of AMI

HUD : 100% of the units (76) wnll be restricted to 50 % or less of AMI for the
term of the HAP Agreement, which expires in February 2011, and for the
period of all extensions of that agreement approved by HUD.

ENVIRONMENTAL:

A Phase | Environmental Assessment report was completed on March 31, 2003 by Barr and
Clark. The report concludes that there are no adverse environmental conditions that warrant
further investigation or remedial action.

A seismic evaluation was completed on March 14, 2003. The development meets the minimum
standard. Minor remedial work is included in the scope of work.

PHYSICAL NEEDS ASSESSMENT / SCOPE OF WORK:

A Physical Needs Assessment was conducted at the property on March 5, 2003 by EMG which
involved a walk-through of 100% of the units. The report found the property to have been
constructed to industry standards at the time of construction, well maintained since it was first
occupied and in overall good condition. The property has had an active capital expenditure
program over the past three years primarily consisting of exterior painting, rebuilding the
entrance, installing security systems and alarm upgrades, replacing the domestic hot water
storage tanks, replacing the emergency generator, and completing extensive unit work. Only
$250,000 or $3,246/unit of required repairs were identified in the PNA. These include:

e Required ADA accessibility improvements (striping the accessible parking stalls,
creating an accessible path of travel from the parking garage to the lobby area,
providing accessibility upgrades for the elevators, and minor modifications in the
5 accessible units).
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Replacing the roof membrane.

Abandoning the dysfunctional roof-mounted solar equipment and storage tanks.
As a part of the solar heater removal the borrower will provide a plumbing
analysis to demonstrate sufficient domestic hot water capacity.

Replacing the common area carpeting.

Install automatic shut off valves on the gas meters.

Providing smoke detectors and ground fault interrupters in all units.

Replacing the control dispatcher on the elevator.

Replacing the water closets in all units.

Repairing balcony decks in 7 units, and minor repairs to 8 units.

Installing emergency lighting and exit signs.

Strapping the water heaters.

Treating mold in 1 unit by removing the sheet rock and applying bleach.

Initiating a pest program to eliminate the pigeon problem.

The borrower is planning on a more extensive program of repairs totaling $675,420 or
$8,771/unit. The additional upgrades include:

$25,000 in additional elevator repairs to extend the life of the elevator system.
Replacing the cabinet doors, countertops, sinks, ranges, refrigerators and
flooring in 60% of the units (46 units).

Replacing valves, mirrors, medicine cabinets, light fixtures, hardware, flooring,
vanity cabinets, countertops and sinks, and refinishing the tubs in 60% of the
units (46 units).

¢ Replacing exhaust fans in 77 units.

¢ Replacing the air handling unit.

o Replacing one boiler.

¢ Replacing the heat exchanger for common area gas heating system.

¢ Demolishing the existing lobby and management offices and replacing them with
a new leasing office, computer center and meeting area that more efficiently
utilize the space available.

e Painting, carpeting and redecorating all five apartment corridors.

¢ Replacing the chair rail on all five apartment corridors.

¢ Installing new energy efficient lighting on all five apartment corridors.

e Refurbishing the community room by adding a partition wall, mstalllng new
kitchen cabinets, fixtures and appliances, new flooring, and replacing the sliding
glass doors.

e Building a trellis patio cover to enhance the residents’ enjoyment of the garden
area.

ARTICLE XXXIV:

A satisfactory opinion letter will be required prior to acquisition loan closing.
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DEVELOPMENT TEAM:
Borrower
Bentall Residential, LLC, and Las Palmas Foundation, a not-for-profit corporation.

Bentall Residential is a multi-family investor specializing in affordable housing projects. Ken
Reiner is the President and Managing Member of Bentall Residential. Mr. Reiner previously
worked with the Related Companies of California where he was the primary development
partner for five (5) affordable housing projects totaling 2,174 units throughout California. All five
of the developments were acquisition/rehabilitation projects financed with CalHFA.

Bentall Residential is an affiliate of Bentall Capital, a U.S. and Canadian-based fully-integrated
real estate company with over 1,000 employees in North America. The company’s 85 year
history has extensive real estate experience in the areas of investment management,
development, property services and merchant banking.

Las Palmas Foundation is a California, nonprofit 501(c)(3) charitable corporation dedicated to
acquire, develop, rehabilitate, and support affordable housing. They are the managing general
partner of 13 affordable senior and. multifamily properties located throughout California. The
1,776 units consist of both new construction and acquisition/rehabilitation projects. They are the
managing General Partner of Summercrest, a 372 unit family Section 8 property located in
National City, which was acquired and rehabilitated with CalHFA financing in 2002.

Management Agent

John Stewart Company

John Stewart Company is ‘a full service housing management, development and consulting
organization employing over 850 people. They currently service a portfolio of 200 projects with
over 20,000 units — home to 65,000 residents.

Architect

No new structures will be built as a part of the rehabilitation; thereiore, an Architect is not
required for Baywood.

Contractor
To be named.
A third party contractor will be used to complete and oversee the Baywood Rehabilitation. The

borrower is currently in the process of interviewing contractors and will make be making its
decision shortly.



Project Summary

1 9 0 Date: 29-Apr-03
Project Profile: Project Description:
Project : Baywood Apartments Appraiser: Catherine Sturgis Bright, MBA Units 77
Location: 225 41st Street Firm: Sturgis Bright & Assaciates Handicap Units 5
Oakland 94611 Cap Rate: 7.00% Type Rehabilitation
County: Alameda County Market: $7,550,000 Buildings 1
Borrower:: Baywood Affordable, L.P. Income: $7,150,000 Stories 6
GP: Bentall Residential, LLC Final Value: $7,300,000 Gross Sq Ft 75,000
GP: Las Paimas Foundation Land Sq Ft 24,394
LP: Related Capital LTCATV: Units/Acre 138
Program: Preservation - Portfolio Refinance 1st & 2nd /Cost  66.5% Total Parking 18
CalHFA #: 03028-N IstLoanNValve  571% Covered Parking 18

1st& 2nd/Vals  76.9%

'Financing Summar

$1 000 000
CalHFA - 2nd Mortgage (taxable) $1,450,000 $18 831 4.50% 6
Operating Income , $388,889 . $5,051 :
Seller Reserves $400,000 $5,195
Deferred Developer Equity $0 $0
Tax Credit Equity $2,101,245 $27,289
* The CalHFA 1st Acquisition and Permanent Mortgages are a blend of $4,035,000 tax exempt funds and $65 000 faxable funds
**The CalHFA 1st and 2nd Acquisition Mortgages are interest only

O bedroom 0 0 5 672 0 0 0 0 5

1 bedroom 1 0 10 663 52 839 0 0 63

1 bedroom 0 0 9 713 -0 0 0 0 9

subtotal 1 24 52 0

*CalHFA is underwriting First Mortgages to the restricted rents ’ 77

CalHFA is underwriting the 2nd Mortgages to the Section 8 rents of $984 (studios) and $1145 (one -bedrooms)

Fees, Escrows, and Reserves:
Fees Basis of Requirements Amount Security
Loan fees 1.50% of Loan Amounts : $84,225 Cash
Escrows
Bond Origination Guarantee 1.00% of Loan Amount $41,650 Cash/LOC
inspection fee $1,500 x months of construction $18,000 Cash
Construction Defect 2.50% of Hard Costs $25,147 Waived
Reserves at Perm Closing :
Initial Deposit to Replacement Reserve ~ $2,000 Per Unit $154,000 Cash
Replacement Reserve Deposit $300 Per Unit $23,100 Operationsj
Transition/Operating Reserve Balance of Existing Reserves $246,000 Cash




SOURCES:

Name of Lender/ Source Amount Percent of Total $ per unit

CalHFA 1st Mortgage (blended) 4,100,000 48.6% 53,247
CalHFA - 2nd Mortgage (taxable) 1,450,000 17.2% 18,831
Total Institutional Financing 5,550,000 65.8% 72,078
Equity Financing

Operating Income 388,889 4.6% 5,051
Seller Reserves 400,000 4.7% 5,195
Tax Credits 2,101,245 24.9% 27,289
Deferred Developer Equity 0 0.0% 0
Total Equity Financing 2,890,134 34.2% 37,534
TOTAL SOURCES 8,440,134 100.0% 109,612
USES: 7

Acquisition 5,500,250 65.2% 71,432
Rehabilitation 875,358 10.4% 11,368
New Construction 0 0.0% 0
Architectual Fees 100,000 1.2% 1,299
Survey and Engineering 0 0.0% 0
Const. Loan Interest & Fees 83,475 1.0% 1,084
Permanent Financing 106,225 1.3% 1,380
Legal Fees 100,000 1.2% 1,299
Reserves 400,000 4.7% 5,195
Contract Costs 17,500 0.2% 227
Construction Contingency 185,539 2.2% 2,410
Local Fees 10,000 0.1% 130
TCAC 36,201 0.4% 470
Other Costs 93,586 1.1% 1,215
PROJECT COSTS 7,508,134 89.0% 97,508
Developer Overhead/Profit 932,000 11.0% 12,104
Professional Fees 0 0.0% 0
TOTAL USES 8,440,134 100.0% 109,612

191
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Annual Operating Budget Baywood Apartments

' $ per unit

INCOME:

Total Rental Income 1,040,883 13,518
Laundry 4,807 62
Other Income 0 -
Commercial/Retail 0 ' -
Gross Potential Income (GPI) 1,045,689 13,580
Less: _

Vacancy Loss 31,371 : 407
Total Net Revenue 1018319 13,173
EXPENSES:

Payroll 105,145 1,366
Administrative 67,562 877
Utilities 53,026 689
Operating and Maintenance 79,831 1,037
Insurance and Business Taxes 53,400 694
Taxes and Assessments 0 -
Reserve for Replacement Deposits 23,100 300
Subtotal Operating Expenses 382,064 4,962
Financial Expenses

Administrative 276,273 3,588
Utilities 276,208 3,587
Total Financial ‘ 552,481 7,175
Total Project Expenses 934,545 12,137




RENTAL INCOME Bridge Year 1 Bridge Year 2 Year 1 Year 2 Year 3 Year 4 Year § .
Market Rent Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Section 8 Increment 279,999 285,599 291,311 297,137 303,080 309,142 315,324
Affordable Rent Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Affordable Rents 720,465 734,874 749,572 764,563 779,854 795,452 811,361
TOTAL RENTAL INCOME 1,000,464 1,020,473 1,040,883 1,061,700 1,082,934 1,104,593 1,126,685 1,
OTHER INCOME

Other Income Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Laundry 4,620 4,712 4,807 4,903 5,001 5,101 5,203

Other 0 0 0 0 0 0 0
TOTAL OTHER INCOME 4,620 4,712 4,807 4,903 5,001 5,101 5,203
GROSS INCOME 1,005,084 1,025,186 1,045,689 1,066,603 1,087,935 1,109,694 1,131,888 1,
.Vacancy Rate: Section 8 Increment 10.00% 10.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Vacancy Rate : Affordable 10.00% 10.00% 3.00% 3.00% 3.00% 3.00% 3.00%

Less: Vacancy Loss 100,508 102,519 31,371 31,998 32,638 33,291 33,957
EFFECTIVE GROSS INCOME 904,576 922,667 1,014,319 1,034,605 1,055,297 1,076,403 1,097,931 1,
OPERATING EXPENSES

Annual Expense Increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Expenses 335,096 346,825 358,964 371,527 384,531 397,989 411,919
Replacement Reserve 23,100 23,100 23,100 23,100 23,100 24,255 24,255
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 0 0 0 0 0 0 0
TOTAL EXPENSES 358,196 369,925 382,064 394,627 407,631 422,244 436,174

NET OPERATING INCOME 546,379 562,742 632,255 639,978 647,666 __ 654,159 661,757
DEBT SERVICE - _ _
CalHFA - 1st Mortgage (blended) 221,400 221,400 276,273 276,273 276,273 276,273 276,273
CalHFA - 2nd Mortgage (taxable) 45,000 45,000 276,208 276,208 276,208 276,208 276,208

Cash flow after CalHFA loans 279,979 286,342 79,774 87,496 95,185 101,678 109,276

DCR CalHFA A&B 2.05 2.07 1.14 1.16 1.17 1.18 1.20

Cash into Rehab 192,217 196,672

Cash tiow after all debt 87,762 89,671 79,774 87,496 95,185 101,678 109,276

DCR All Debt 1.19 119 1.14 1.16 117 1.18 1.20



Market Rent Increase 2.00% 2.00% 2.00% 2.00% 2.00% - 2.00% 2.00% 2.00% 2.00%
Section 8 Increment i 0 0 0 0 0 0 + 0 0 0
Affordable Rent Increase 2.00% 2.00% 2.00% 2.00% 200%  2.00% 2.00% 2.00% 2.00%
Affordable Rents 878,243 895,808 913,724 931,998 950,638 969,651 989,044 1,008,825 1,029,001
TOTAL RENTAL INCOME 878,243 895,808 913,724 931,998 950,638 969,651 989,044 1,008,825 1,029,001
OTHER INCOME J
Other Income Increase - 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Laundry 5,632 5,744 5,859 5976 - 6,096 6,218 6,342 6,469 6,598
Other 0 0 0 0 0 0 0 0 0
TOTAL OTHER INCOME 5,632 5,744 5,859 5,976 6,096 6,218 6,342 6,469 6,598
GROSS INCOME 883,875 901,662 919,583 937,975 956,734 : 975,869 995,386 1,015,294 1,035,600
Vacancy Rate: Section 8 Increment 5.00% 5.00% 5.00% 5.00% . 5.00% . 5.00% 5.00% 5.00% 5.00%
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss 44,194 45,078 45,979 46,899 47,837 48,793 49,769 50,765 51,780
EFFECTIVE GROSS INCOME _ 839,681 856,474 873,604 891,076 908,898 927,075 945,617 964,529 983,820
OPERATING EXPENSES ,
Annual Expense Increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Expenses 472,687 489,231 506,354 524,076 542,419 561,403 581,052 601,389 622,438
Replacement Reserve 25,468 25,468 25,468 25,468 26,741 26,741 26,741 26,741 26,741
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 0 0 0 0 0 0 __Q 0 0
TOTAL EXPENSES 498,154 514,698 531,821 549,544 569,160 588,144 . 607,794 628,130 __ 649,179
NET OPERATING INCOME 341527 341,776 341,763 341,632 339,738 338,931 _ 337,823 336,300 334,641
DEBT SERVICE _ _ i J
CalHFA - 1st Mortgage (blended) 276,273 276,273 276,273 276,273 276,273 276,273 276,273 276,273 276,273
CalHFA - 2nd Mortgage (taxable) 0 0
Cash flow after CalHFA loans 65,253 - 65,503 65,609 65,269 63,465 62,658 61,550 60,126 58,368
DCR CalHFA A&B 1.24 1.24 1.24 1.24 1.23 1.23 1.22 1.22 1.21
Cash into Rehab

Cash flow after all debt 65,253 65,503 65,509 65,259 63,465 62,658 61,550 60,126 58,368
DCR All Debt 1.24 1.24 124 1.24 1.23 1.23 1.22 1.22 1.21



"Market Rent Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Section 8 Increment ) 0 0 0 : 0 0 0
Affordable Rent Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Affordable Rents 1,113,824 1,136,101 1,158,823 1,181,999 1,205,639 1,229,752 1,254,347 1,279,434
TOTAL RENTAL INCOME 1,113,624 1,136,101 1,158,823 1,181,999 1,205,639 1,229,752 1,254,347 1,279,434
OTHER INCOME : ,
Other Income Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Laundry 7.142 7.285 7.431 7,580 7,731 7.886 8,044 8,204
Other 0 0 0 0 0 0 0 0
TOTAL OTHER INCOME 7,142 7,285 7,431 7,580 7,731 7,886 8,044 8,204
GROSS INCOME 1,120,967 1,143,386 1,166,254 1,189,579 1,213,370 1,237,638 1,262,391 1,287,638
Vacancy Rate: Section 8 Increment 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss 56,048 57,169 58,313 59,479 60,669 61,882 63,120 64,382
EFFECTIVE GROSS INCOME 1,064,918 1,086,217 1,107,941 1,130,100 1,152,702 1,175,756 1,199,271 1,223,256
OPERATING EXPENSES
Annual Expense Increase 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Expenses 714,262 739,261 765,135 791,915 819,632 848,319 878,010 908,740
Replacement Reserve 28,078 28,078 29,482 29,482 29,482 29,482 29,482 29,482
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments ___ o o 0 0 0 o o 0
TOTAL EXPENSES 742,340 767,339 794,617 821,397 849,114 877,801 907,492 938,223
NET OPERATING INCOME 322,578 318,678 313,324 308,703 303,588 297,055 _ 201,779 __ 285,034
DEBT SERVICE _ _ -
CalHFA - 1st Mortgage (blended) 276,273 276,273 276,273 276,273 276,273 276,273 276,273 276,273
CalHFA - 2nd Mortgage (taxable) 1] 0 0 0 0 0 0 v
Cash flow after CalHFA loans 46,305 42,604 37,051 32,430 27,315 21,682 15,506 8,761
DCR CalHFA A&B 117 1.15 1.13 1.12 1.10 1.08 1.06 1.03
Cash into Rehab
Cash flow after all debt 46,305 42,604 37,051 32,430 27,315 21,682 15,506 8,761
DCR All Debt 1.17 1.15 1.13 1.12 1.10 1.08 1.06 1.03
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RESOLUTION 03-23

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the California Housing Finance Agency (the "Agency") has received
a loan application from Bentall Residential, LLC, and Las Palmas Foundation, a not-for-
profit corporation ("Borrower"), seeking a loan commitment under the Agency's Tax-
Exempt and Taxable Loan Programs in the mortgage amounts described herein, the
proceeds of which are to be used to provide acquisition and permanent mortgage loans for
a 77-unit multifamily housing development located in the City of Oakland to be known as
Baywood Apartments (the "Development"); and

WHEREAS, the loan application has been reviewed by Agency staff which has
prepared its report dated April 29, 2003 (the "Staff Report") recommending Board
approval subject to certain recommended terms and conditions; and

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, as
the issuer of tax-exempt and taxable bonds, to declare its reasonable official intent to
reimburse prior expenditures for the Development with proceeds of a subsequent
borrowing; and

WHEREAS, on April 8, 2003, the Executive Director exercised the authority
delegated to her under Resolution 94-10 to declare the official intent of the Agency to
reimburse such prior expenditures for the Development; and

WHEREAS, based upon the recommendation of staff and due deliberation by the
Board, the Board has determined that a final loan commitment be made for the
Development.

NOW, THEREFORE, BE IT RESOLVED by the Board:

1. The Executive Director, or in his/her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute and deliver a final commitment letter, subject to the recommended terms and
conditions set forth in the CHFA Staff Report, in relation to the Development described
above and as follows:
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Resolution 03-23

Page 2

PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
NUMBER LOCALITY OF UNITS AMOUNTS
03-028-N Baywood Apartments 77

Oakland/Alameda
Acquisition First Mortgage: $4,100,000
Acquisition Second Mortgage: $1,000,000
Permanent First Mortgage: $4,100,000
Permanent Second Mortgage: $1,450,000

2.  The Executive Director, or in his/her absence, either the Chief Deputy Director or
the Director of Programs of the Agency is hereby authorized to increase the mortgage amount
so stated in this resolution by an amount not to exceed seven percent (7%) without further
Board approval.

3. All other material modifications to the final commitment, including increases
in mortgage amount of more than seven percent (7%), must be submitted to this Board for
approval. "Material modifications” as used herein means modifications which, when
made in the discretion of the Executive Director, or in his/her absence, either the Chief
Deputy Director or the Director of Programs of the Agency, change the legal, financial or
public purpose aspects of the final commitment in a substantial or material way.

I hereby certify that this is a true and correct copy of Resolution 03-23 adopted at a duly
constituted meeting of the Board of the Agency held on May 15, 2003, at Burbank,
California.

ATTEST:
Secretary
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CALIFORNIA HOUSING FINANCE AGENCY
. Final Commitment
Villa Madera Family Housing
- Oxnard, Ventura County, CA
CalHFA # 03-040-S

SUMMARY

Villa Madera Family Housing was originally presented and approved at the CalHFA Board of
Directors meeting on September 12, 2003. The financing structure included state tax credits
which were not awarded. Therefore, the financing had to be restructured. However, the project
design has not changed.

This is a final commitment request for tax-exempt permanent loan financing in the amount of
Three Million Eight Hundred Ten Thousand Dollars ($3,810,000), bridge loan financing in the
amount of Three Million Seven Hundred Thirty-Five Thousand Dollars ($3,735,000), a Section 8
increment loan in the amount of Eight Hundred Eighty-Five Thousand Dollars ($885,000), and
construction loan financing in the amount of Eleven Million One Hundred Fifty-Five Thousand
Dollars ($11,155,000). The locality-based Section 8 contract is for a term of ten years and
covers fourteen units in the project.

The construction loan will be financed from two funding sources: a tax-exempt loan in the

. amount of Eight Million Five Hundred Thousand Dollars ($8,500,000), and a taxable loan in the
amount of Two Million Six Hundred Fifty-Five Thousand Dollars ($2,655,000). The security for
the loans will be Villa Madera Family Housing, a 72-unit, new construction family project located
in the Redevelopment Area in Oxnard.

LOAN TERMS

Construction
First Mortgage $11,155,000
Interest Rate 3.00%, initial rate, variable
Term 18 Months, interest only
Financing $8,500.000 - Tax-exempt

$2,655,000 — Taxable

CalHFA construction financing is subject to the assignment by the borrower of tax credit equity
and all rights under non-CalHFA financing commitments.

Permanent
First Mortgage $3,810,000
Interest Rate - 5.40%
. Term 30 year fixed, fully amortized
. Financing Tax-exempt
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Second Mortgage $885,000

Interest Rate 5.40%

Term 10 year fixed, fully amortized
Financing Tax-Exempt

CalHFA will require that the borrower seek and accept renewals of project based Section 8.

Bridge Mortgage $3,735,000

Interest Rate 4.00%, simple interest

Term 3 year, annual payments of one-third
principal plus accrued interest

Financing Tax-exempt

LOCALITY INVOLVEMENT

The project has received two types of financing from the City of Oxnard Redevelopment

Agency: a residual receipt loan in the amount of $1,300,000 for 35 years at 3%, and a $300,000

pre-development loan. Interest on the loan will accrue and be added to the amount of

outstanding debt. The source of funding for the loans are “in-lieu fees” collected by the City of
Oxnard (“Oxnard”)

The project also received 14, Section 8 project-based assistance vouchers from the Oxnard
Housing Authority Commission (“Housing Authority”). The borrower is negotiating with the
Housing Authority to modify the program guidelines to conform with CalHFA’s underwriting
guidelines.  Specifically, the borrower is requesting that the Housing Authority continue
payments on vacant units for up to 60 days, and that units not be eliminated from the program if
they are vacant for 120 days. These modifications will be a condition of the final commitment.

OTHER FINANCING

The sponsor applied to Housing and Community Development during the first round of 2003 for
a residual receipt MHP loan in the amount of $3,130,854 for 55 years at 3%. In addition, the
project has been awarded an AHP subsidy through Los Padres Bank for 30 years in the amount
of $284,000.

PROJECT DESCRIPTION
Project Location

Villa Madera Family Housing is located at 1111 North Oxnard Boulevard in Oxnard, Ventura
County. The area surrounding the project has been developed over the past 50 years and is
now being rehabilitated as part of the Oxnard Redevelopment Area. The project is located in
Oxnard at the northwest corner of Robert Avenue and A Street. To the north of the project is a
used car dealership. To the east is vacant land from the Team Ford dealership that is proposed
as a neighborhood retail center. To the south is a self-serve carwash, an older strip retail center
and some older apartment buildings. To the west on the other side of the alley adjacent to the
project are the back yards of a tract of older single family homes.
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Bus routes that serve Oxnard are a short distance away on C Street. Within one mile of the
project are community parks, grocery stores, a pharmacy and medical facilities, a grade-school,
middle-school, high school, and the post office.

Site

The site is a 4.2 acre rectangular parcel of land that is zoned R3-PD that allows for up to 18
units per acre, a conforming use. The site is on the northwest portion of the former Team Ford
dealership. The balance of the land is to be subdivided into numerous small commercial
parcels. The Team Ford buildings have been demolished and all that remains are the original
concrete building pads and asphait.

Access to the site will be on an extension of A Street that currently dead ends into Robert
Avenue. A Street will be extended and will be the physical separation between the commercial
piece on the east side of the street and the project. The cost of the road improvement will be
split equally between the project and the owner of the commercial space. A binding agreement,
acceptable to the Agency, outlining this arrangement will be a condition of the final commitment
and the construction loan closing. Garage access for those next to the alley will be through the
alleyway, an off-site improvement paid for by the project.

Improvements

The 72-unit project will consist of 59 townhomes and 13 garden-style apartments in 13
residential, two-story, wood frame and stucco, craftsman-style buildings with composite shingle
roofs. The project design includes nine different building plans. All of the units will have .
garages with automatic garage door openers and most garages will be attached to the units.
There will be 100 garage spaces and 56 open parking spaces. Amenities include dishwashers,
blinds, refrigerators and garbage disposals in all of the units. There will be no air conditioning in
the units, and the units will be heated by a central forced air heating system.

There will also be a stand alone, one-story, air conditioned community center. The community
center will include a leasing office, two other offices, a maintenance garage, a large muilti-
purpose room, a kitchen, a laundry room and bathrooms. The borrower will provide a full-time
residential services coordinator who will coordinate an after school program with local agencies,
including Interface Children Family Services and the Coalition for Community Development.
These agencies will provide dance, safety awareness, self-defense classes, and drug and
alcohol abuse prevention classes on-site. Other project amenities include three tot lots, a
basketball court and several barbeque areas.

Unit Mix:
No. of Units | No. of No. of Unit Square
Bedrooms | Bathrooms | Footage
17 2 1 870
43 : 3 1% 1,092
12 4 2 1,200
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Off-Site Improvements

Off-site improvements total $342,134 and include the following: demolition, excavation, AC
paving, site concrete, parking striping and bumpers, site utilities, electrical and landscape and
irrigation.

MARKET
Market Oven)iew

The Primary Market Area (“PMA”) is defined by the boundaries of the City of Oxnard. The
current population in Oxnard is 158,823 inhabitants and the median income for Oxnard is
$47,695. The median income for Ventura County is $60,122. Within a five-mile radius of the
project, 44% of the households fall within the income requirements of this project. Of that 44%,
42% of the households are renters, indicating a potential demand of 13,232 households.

The average sale price for a single family home in the neighborhood, within a one-mile radius of
the project is $284,115 for 1,445 square feet of livable area on a 6,580 square foot lot built in
1954. The average home sales price increased approximately 16% in Ventura County between
2001 and 2002. Over 62% of all housing units are single family homes in Oxnard.

Housing Demand e L -

The number of existing affordable rental units within a five-mile radius of the project is less than
2,000. There is a need for an estimated 935 additional affordable apartments in Oxnard.
Three and four bedroom units are scarce in all rental housing product, apartments or single
family dwellings. Demand for all types of housing in Ventura County and in Oxnard is high
because the number of apartment units available is low.

Housing Supply

Two of-four market rate projects were constructed in the late 1980’s; the remaining two were
constructed in 2000. The two newest projects, Alexan Parc Rose and Tierra Vista Apartment
Homes have both two and three bedroom units, and the unit sizes are approximately 25% larger
than the subject's. The two older market rate projects did not have three bedroom units, and
their two bedroom units were generally comparable in size. At Alexan Parc Rose and Tierra
Vista Apartment Homes, the two bedroom units have two bathrooms. Four bedroom units were
not available in the market rate rental apartment market in Oxnard. The appraiser had to
consider single family homes as the comparable for both three and four bedroom units to
 determine market rental information. Vacancy levels are at 0-2% for the three market rate
projects - only Tierra Vista Apartment Homes has a 5% vacancy factor. Rental rates have
remained steady in 2003 and none of the market rate complexes are offering rental
concessions.

Market rate construction of high-end, single-family homes continues to occur at a rapid pace in
Oxnard. One luxury apartment development is in the planning stages in the northern part of
Oxnard near the 101 Freeway. There are four affordable housing projects with a total of 250
units (not including Villa Madera) in the planning stages. Three of the projects with a total of
130 units are family projects and the fourth is a 120-unit senlor project.
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The project offers fewer amenities than those offered in market rate projects. The project’s units
are generally smaller than in the new market rate product, with a half bathrooms less in the two
and three bedroom units, no balcony or patio, and no community pool. )
apartment complexes include air conditioning; however, air conditioning is not considered a
necessity in this community that is four miles from the beach. Generally, the market rate
apartment projects are located at the north end of Oxnard; the affordable projects are closer to

the central city area.

New market rate

Market rate rents for comparable properties average $1,197 for a two-bedroom unit, $1,449 for
a three-bedroom unit, and $1,554 for a four-bedroom unit.

Rent Differentials (Market versus Restricted)

Unit Type Subject | Market Rate | $ Difference | % Market

Two Bedroom $1,197

20% $214 $983 18%

35% $492 $705 41%

50% $783 $414 65%

60% N/A N/A N/A
Three Bedroom $1,449

20% $282 $1,167 19%

35% N/A N/A N/A

50% $900 $549 62%

60% $1,094 $355 76%
. Four Bedroom $1,554

20% $319 $1,235 21%

35% $528 $1,026 34%

50% $997 $557 64%

60% N/A N/A N/A

Estimated Lease-up Period

Based on the number of households in the PMA that qualify for affordable housing and the short
supply of affordable units, the project is expected to rent up quickly. The appraiser estimates
that the unit lease-up should take approximately three months. This estimated lease-up period

is not expected to delay the permanent loan closing.
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OCCUPANCY RESTRICTIONS

CalHFA: 20% of the units (14) will be restricted to 50% or less of median income.
City of 20% of the units (14) will be restricted to 50% or less of median income.
Oxnard: 80% of the units (57) will be restricted to 60% or less of median income.

HCD/MHP: 11% of the units (8) will be restricted to 20% or less of median income.
' 21% of the units (15) will be restricted to 35% or less of median income.
42% of the units (30) will be restricted to 50% or less of median income.
25% of the units (18) will be restricted to 60% or less of median income.

AHP: 21% of the units (15) will be restricted to 50% or less of median income.
79% of the units (56) will be restricted to 60% or less of median income.

Section 8: 20% of the units (14) will be restricted to 50% or less of median income.
TCAC: 100% of the units (71) will be restricted to 60% or less of median income.

The CalHFA Regulatory Agreement will be for a term of 32 years.

ENVIRONMENTAL

The site was agricultural until 1965 when several car dealerships were constructed. A site-
specific Phase | was completed on August 30, 2002 by (QA)2 Environmental. The Phase |
references a workplan dated May 20, 2002 in which O.E. Associates proposed re-sampling the
remote fill lines of the oil storage and gasoline tank located at 1111 Oxnard Boulevard. Open
_ trench sites and open excavations were inadvertently backfilled with contaminated soils and pea
stone by the demolition contractor. At the same time, O.E. Associates recommended taking soil
samples from areas that had Total Petroleum Hydrocarbons “TRPH” concentrations exceeding
1000mg/kg as well as sampling the on-site well. The work recommended by O.E. Associates
~ was approved by the Ventura County Environmental Health Department “VCHED". Eighteen
tons of soil was removed from the trench sites and open excavations and transported off-site. A
monitoring well, previously installed at the request of the VCEHD was sampled in October 2002.
Samples levels were acceptable and the well was abandoned according to the requirements of
both the State of California and Oxnard.

A Request for Site Closure report was prepared by O.E. Associates on January 8, 2003. O.E.
Associates recommended the site be submitted for site closure because the assessment work
had been completed and no other compounds had levels which would normally constitute an
environmental health hazard. The Agency is requesting a third party review of all environmental
reports. The final commitment will be conditioned on the review and approvat of the third party
review. .

A seismic review was requested from URS and review and approval of the report by the Agency
is a condition of the final commitment.
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ARTICLE XXXIV

A satisfactory opinion letter acceptable to the Agency will be required prior to construction loan
closing. :

DEVELOPMENT TEAM
Borrower

The project will be owned by Mercy Housing California XVI, a California limited partnership with
Mercy Properties, Inc.,, a Colorado nonprofit corporation as the General Partner.  Mercy
Housing California has developed and rehabilitated 77 projects in California with over 4,000
units during the past 34 years. All 77 projects are under the ownership of Mercy Housing. Five
of these projects with a total of 364 units, were financed by CalHFA.

The Completion Guarantee required from the borrower is shown as a letter of credit. Subject to
review and approval of the financial information provided by the borrower and compliance with
the Agency’s underwriting standards, staff may approve a corporate guarantee in lieu of a letter
of credit from the general partner's parent corporation.

Management Agent

Mercy Services Corporation, a nonprofit affiliate of Mercy Housing California founded in 1992
will manage the project and is the property manager of all multifamily projects developed and
owned by Mercy Housing California and its affiliates. They currently manage 139 properties
with 7,955 units nationwide, including 79 sites with over 4,000 units in California.

Architect

Lauterbach & Associates Architecture/Planning is the architect for the project. The firm was
formed in 1970 and they have designed 12 affordable projects with a total of 1,165 units.
Lauterbach & Associates has been the architect on several projects developed by Mercy
Housing California. )

Contractor

Benchmark Contractors, Inc., was formed in 1984 and is a wholly-owned subsidiary of Morley
Builders. Benchmark Contractor, Inc. specializes in the construction of affordable apartments
and student housing using wood-framed structural systems. They have constructed ten

- affordable projects for seniors and families with a total of 601 units, and construct approximately
$100 million of residential housing every year. They have a bonding capacity of $75,000,000
(single) and $300 million aggregate.



Project Summary

2 1 O ) _ ~ Date: 28-Apr-03
Project : Villa Madera Units 72 .
Location: 1111 N. Oxnard Boulevard Handicap Units 2
Oxnard 93030 Cap Rate: 7.50% Type . New Const.
County: Ventura Market: . $9,675,000 Buildings . 13
Borrower: Mercy Housing Cal. XV1 Construction: Stories 2
GP: Mercy Properties, Inc. As Restricted $12,700,000 Gross Sq Ft 80,561
' GP: TBD Land Sq Ft 186,001
LP: TBD LTCATV: Construction Permanent Units/Acre 17
Program: Tax-Exempt Loan/Cost 82.8% 31.2% Total Parking 156
CalHFA #: 03-040-S Loan/Value 87.8% 48.5% Covered Parking 100

Other

Inspection Fees

$1,500 x months of construction

$22,500

CalHFA First Mortgage $3,810,000 $52,917 5.40% 30
CalHFA Section 8 $885,000 $12,292 5.40% 10
CalHFA Loan to Lender $0 $0 0.00% -
MHP $3,130,854 $43,484 3.00% 55
City of Oxnard & def. Int. . $1,658,500 $23,035 0.00% 35
AHP $284,000 $3,944 0.00% 35
Borrower Contribution ’ $330,367 $4,588 0.00% -
Contributions From Operations $0 $0 -
Other $0 $0 -
Deferred Developer Equity . $584,968 $8,125 -
Tax Credit Equity $4,388,000 $60,944
CalHFA Bridge $3,735,000 $51,875 4.00% 3
-|CalHFA Construction Loan - $11,155,000 $154,931 3.00% 18 mths
< Totals
1 bedroom
2 bedroom 1 0 3
3 bedroom| 2 282 43
4 bedroom| 3 319 12
subtotal | 1 8
72
~
Permanent Basis of Requirements Amount  Security
Fees CalHFA Permanent Loan 0.50% Total Permanent Loan $19,050 Cash
CalHFA Section 8 0.50% Total Section 8 $4,425 Cash
CalHFA Construction Loan 1.00% Total Construction - $111,5650 Cash )
Escrows Construction Defect 2.50% of Hard Costs $153,811  Letter of Credit
Reserves Operating Expense Reserve 3 mths. of Expenses $104,665 Cash
Annual Replacement Reserve $200 per unit $14,400  Operations
Construction
Fees CalHFA Construction Loan 1.00% of Loan $111,550 Cash
Guarantee Bond Origination Guarantee 1.00% of Construction loan $85,000  Letter of Credit
Completion Guarantee - Borrower . 5.00% of Loan $657,750  Letter of Credit or Cash
Performance Bond - Contractor 100.00% of Loan $11,155,000 Bond
Payment Bond - Contractor 100.00% of Loan $11,155,000 Bond

Cash




211

Construction Sources and Uses Villa Madera
SOURCES:
Name of Lender / Source - Amount % of Total $ Per Unit
CalHFA 11,155,000 83% 154,931 |
AHP 284,000 2% 3,944
CityLn 1 1,300,000 10% 18,056
CityLn2 300,000 2% 4,167
Other 0 0% 0
Other 0 0% 0
Total Institutional Financing 13,039,000 97% 181,097
Equity Financing
Borrower Contribution 367,620 3% 5,106
Deferred Interest 58,500 0% 813
Total Equity Financing 426,120 3% 5,918
TOTAL SOURCES 13,465,120 100% 187,016
Acquisition 1,529,800 11% . 21,247
Rehabilitation 0 0% 0
New Construction 7,886,063 59% 109,529
. |Architectual Fees 502,000 4% 6,972
Survey and Engineering 99,846 1% 1,387
Const. Loan Interest & Fees 676,850 5% 9,401
Permanent Financing 342,775 3% 4,761
Legal Fees 60,000 0% 833
Reserves . 6,428 0% 89
Contract Costs 13,463 0% 187
Construction Contingency 889,014 7% 12,347
Local Fees 903,005 7% 12,542
TCAC/Other Costs 238,376 2% 3,311
PROJECT COSTS 13,147,620 98% 182,606
Developer Overhead/Profit 300,000 2% 4,167
Consultant/Processing Agent 17,500 0% 243
TOTAL USES 13,465,120 100% 187,016
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Sources and Uses Villa Madera
SOURCES: |

| SOURCES:
Name of Lender / Source Amount % of Total $ per unit
CalHFA First Mortgage 3,810,000 25.3% 52,917
CalHFA Bridge
CalHFA Section 8 885,000 5.9% 12,292
CalHFA Loan to Lender v
MHP 3,130,854 20.8% 43,484
City of Oxnard 1,658,500 11.0%
Other Loans 614,367 4.1% 8,533
Total Institutional Financing 10,098,721 67.0% 140,260
Equity Financing
Tax Credits 4,388,000 29.1% 60,944
Deferred Developer Equity 584,968 3.9% . 8,125
Total Equity Financing 4,972,968 33.0% 69,069
TOTAL SOURCES 15,071,689 100.0% 209,329
Acquisition 1,529,800 10.2% 21,247
Rehabilitation
New Construction 7,886,063 52.3% 109,529
Architectual Fees 502,000 3.3% 6,972
Survey and Engineering 99,846 0.7% 1,387
Const. Loan Interest & Fees 676,850 4.5% 9,401
Permanent Financing 342,775 2.3% 4,761
Legal Fees 60,000 0.4% 833
Reserves 203,233 1.3% 2,823
Contract Costs 170,103 1.1% 2,363
Construction Contingency 889,014 5.9% 12,347
Local Fees 903,005 6.0% 12,542
TCAC/Other Costs 120,846 0.8% 1,678
PROJECT COSTS 13,383,535 88.8% 185,882
Developer Overhead/Profit _ 1,653,154 11.0% 22,960
Consultant/Processing Agent 35,000 0.2% 486
TOTAL USES 15,071,689 100.0% 209,329
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Annual Operating Budget Villa Madera
$ per unit

INCOME:
Total Rental Income 798,861 11,095
Laundry 4,320 60
Other Income 0 -
Commercial/Retail 0] -
Gross Potential Income (GPI) 803,181 11,155
Less:
Vacancy Loss 40,159 558
Total Net Revenue , 763,022 10,598
EXPENSES:
Payroll 133,837 1,859
Administrative 75,178 1,044
Utilities ) 38,055 529
Operating and Maintenance 48,325 671
Insurance and Business Taxes 15,731 218
Taxes and Assessments 2,000 28
Reserve for Replacement Deposits 14,400 200
Subtotal Operating Expenses 327,526 4,549
Financial Expenses
Mortgage Payments (1st loan) 256,732 ' 3,566
Mortgage Payments (Section 8) 114,729 - 1,593
Total Financial 371,461 5,159
Totai Project Expenses 698,987 . 9,708




RENTAL INCOME Year 1 " Year 2 Year ear4  Year5  Year6 Year 7
HUD Section 8 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%
Section 8 134,745 136,766 138,818 140,900 143,013 145,159 147,336
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 664,116 680,719 697,737 715,180 733,060 751,386 770,171
TOTAL RENTAL INCOME 798,861 817,485 836,555 856,080 876,073 896,545 917,507
OTHER INCOME J
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 4,320 4,428 4,539 4,652 4,768 4,888 5,010
Other Income 0 0 0 0 0 0 0
TOTAL OTHER INCOME 4,320 4,428 4,539 4,652 4,768 4,888 5,010
GROSS INCOME 803,181 821,913 841,093 860,732 880,842 901,433 922,517
Vacancy Rate : Section 8 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss 40,159 41,096 42,055 43,037 44,042 45,072 46,126 |
EFFECTIVE GROSS INCOME © 763,022 760,817 799,039 817,696 836,800 856,361 876,391
OPERATING EXPENSES _
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 311,126 323,571 336,514 349,974 363,973 378,532 393,674
Replacement Reserve 14,400 15,120 15,876 16,670 17,503 18,378 19,297
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 2,000 2,040 2,081 2,122 2,165 2,208 2,252
TOTAL EXPENSES 327,526 340,731 354,471 368,767 383,642 399,119 415,223
NET OPERATING INCOME 435,496 440,086 444,568 448,929 453,158 457,242 461,168
DEBT SERVICE |
CalHFA - 1st Mortgage 256,732 256,732 256,732 256,732 256,732 256,732 256,732
CalHFA - Bridge Loan 1,323,265 1,323,265 1,323,265 0 0

MHP-Annual Payment 13,150 13,150 13,150 13,150 13,150 13,150 13,150
CalHFA - Section 8 114,729 114,729 114,729 114,729 114,729 114,729 114,729
Cash Flow after Debt Service (no MHP) 64,035 68,625 73,107 77,468 81,697 85,781 89,706
Debt Coverage Ratio (no MHP) 1.17 1.7 1.73 -1.75 1.77 1.78 1.80
CASH FLOW after debt service (All) 50,885 55,475 59,957 64,318 68,547 72,631 76,556
DEBT COVERAGE RATIO (All) 113 1.14 1.16 117 1.18 1.19 1.20



Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 Year 17 Ye
HUD Section 8 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1
Section 8 0 0 0 0 0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2
Affordable Rents 850,125 871,378 893,162 915,491 938,379 961,838 985,884 1,010
TOTAL RENTAL INCOME 850,125 871,378 893,162 915,491 938,379 961,838 985,884 1,010
OTHER INCOME
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2
Laundry 5,530 5,668 5,810 5,955 . 6,104 6,257 6,413 6
Other Income 0 0 0 0 0 0 ]
TOTAL OTHER INCOME 5,530 5,668 5,810 5,955 6,104 6,257 6,413 6
GROSS INCOME 855,655 877,046 898,972 921,446 944,483 968,095 992,297 1,017
Vacancy Rate : Section 8 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5
Less: Vacancy Loss 42,783 43,852 44,949 46,072 47,224 48,405 49,615 50
EFFECTIVE GROSS INCOME 812,872 833,194 854,024 875,374 897,258 919,690 942,682 966
OPERATING EXPENSES
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% < 4.00% 4.00% 4
Expenses : 460,542 478,964 498,123 518,048 638,770 560,320 582,733 606
Replacement Reserve 23,456 24,629 25,860 26,119 26,380 26,644 26,910 27
Annual Tax Increase 2.00% 2.00% 2.00% 2.00%. 2.00% 2.00% 2.00% 2
Taxes and Assessments 2,438 2,487 2,536 2,587 2,639 2,692 2,746 2
TOTAL EXPENSES 486,437 506,080 526,520 546,754 567,789 589,656 612,389 636
NET OPERATING INCOME 326,435 327,114 327,504 328,620 329,470 330,034 330,293 330:
DEBT SERVICE |
CalHFA - 1st Mortgage . 256,732 256,732 256,732 256,732 256,732 256,732 256,732 256
CalHFA - Bridge Loan
MHP-Annual Payment 13,150 13,150 13,150 13,150 13,150 13,150 13,150 13
CalHFA - Section 8
Cash Flow after Debt Service (no MHP) 69,703 . 70,382 70,772 71,888 72,738 73,302 73,561 73
Debt Coverage Ratio (no MHP) 1.27 1.27 1.28 1.28 1.28 1.29 1.29
CASH FLOW after debt service (All) 56,553 57,232 57,622 58,738 59,588 60,152 60,411 60
DEBT COVERAGE RATIO (All) 1.21 1.21 1.21 1.22 1.22 1.22 1.22



1.20

EN Ye
HUD Section 8 . 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%
Section 8 ‘- 0 0 (o] o] -0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 1,088,231 1,115,437 1,143,323 1,171,906 1,201,204 1,231,234 1,262,015 1,2
TOTAL RENTAL INCOME 1,088,231 1,115,437 1,143,323 1,171,906 1,201,204 1,231,234 1,262,015 1,2
OTHER INCOME
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 7,079 7,256 7,437 7,623 7,814 8,009 8,209
Other Income 0 0 0 0 0 0 0
TOTAL OTHER INCOME 7,078 7,256 7,437 7,623 7,814 8,009 8,209
GROSS INCOME 1,095,310 1,122,693 1,150,760 1,179,529 1,209,018 1,239,243 1,270,224 1,3
Vacancy Rate : Section 8 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss 54,766 56,135 57,538 58,976 60,451 61,962 63,511 |
EFFECTIVE GROSS INCOME 1,040,545 1,066,558 1,093,222 1,120,553 1,148,567 1,177,281 1,206,713 1,2
OPERATING EXPENSES :
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 681,715 708,984 737,343 766,837 797,511 829,411 862,587 8
Replacement Reserve 28,003 28,283 28,566 28,852 29,140 29,431 29,726
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 2,972 3,031 3,092 3,154 3,217 3,281 3,347 1
TOTAL EXPENSES 712,690 740,298 769,001 798,842 829,868 862,124 895,660 9
NET OPERATING INCOME 327,854 326,260 324,221 321,710 318,699 315,157 311,053 3
DEBT SERVICE |
CalHFA - 1st Mortgage 256,732 256,732 256,732 256,732 256,732 256,732 256,732 2
CalHFA - Bridge Loan :
MHP-Annual Payment 13,150 13,150 13,150 13,150 13,150 13,150 13,150
CalHFA - Section 8
iCash Flow after Debt Service (no MHP) 71,123 69,528 67,489 64,879 61,967 58,425 54,321
Debt Coverage Ratio (no MHP) 1.28 1.27 1.26 125 1.24 1.23 1.21
CASH FLOW after debt service (All) 57,973 56,378 54,339 51,829 48,817 45,275 41,171
DEBT COVERAGE RATIO (All) 1.21 1.21 1.19 1.18 117 1.15
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RESOLUTION 03-24

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the California Housing Finance Agency (the "Agency") has received
a loan application from Mercy Housing California X VI, a California limited partnership
(the "Borrower"), seeking a loan commitment under the Agency's Tax-Exempt and Taxable
Loan Programs in the mortgage amounts described herein, the proceeds of which are to be
used to provide construction, bridge and permanent mortgage loans on a 72-unit
multifamily housing development located in the City of Oxnard to be known as Villa
Madera Family Housing (the "Development"); and

0 N O b K N

, WHEREAS, the loan application has been reviewed by Agency staff which has
10  prepared its report dated April 28, 2003 (the "Staff Report") recommending Board
approval subject to certain recommended terms and conditions; and
11
WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, as
12 the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse prior
13  expenditures for the Development with proceeds of a subsequent borrowing; and

14 WHEREAS, on April 8, 2003, the Executive Director exercised the authority

. - delegated to her under Resolution 94-10 to declare the official intent of the Agency to
15 - reimburse such prior expenditures for the Development; and
18 WHEREAS, based upon the recommendation of staff and due deliberation by the
17  Board, the Board has determined that a final loan commitment be made for the
Development.
18
19 NOW, THEREFORE, BE IT RESOLVED by the Board:
20 1. The Executive Director, or in his/her absence, either the Chief Deputy

© Director or the Director of Multifamily Programs of the Agency is hereby authorized to
21 execute and deliver a final commitment letter, subject to his/her recommended terms and

- conditions, including but not limited to those set forth in the CHFA Staff Report, in relation
22 o the Development described above and as follows:

23

- PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
24 NUMBER LOCALITY OF UNITS AMOUNT
25 03-040-S Villa Madera Family Housing 72

: Oxnard/Ventura Construction First Mortgage: $11,155,000
26 - Permanent First Mortgage: $ 3,810,000

Permanent Second Mortgage: $ 885,000

27 -
% Bridge Mortgage: $ 3,735,000

COURT PAPER
STATE OF CALIFORNIA
STD. 113 (REV. 3-9§)

OSP 98 10924
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2. The Executive Director, or in his/her absence, either the Chief Deputy Director or
the Director of Multifamily Programs of the Agency is hereby authorized to increase the
mortgage amount so stated in this resolution by an amount not to exceed seven percent (7%)
without further Board approval.

3. All other material modifications to the final commitment, including increases
in mortgage amount of more than seven percent (7%), must be submitted to this Board for
approval. "Material modifications” as used herein means modifications which, when
made in the discretion of the Executive Director, or in his/her absence, either the Chief
Deputy Director or the Director of Multifamily Programs of the Agency, change the legal,
financial or public purpose aspects of the final commitment in a substantial or material

10  way.

0 g & O A~ W

11 I hereby certify that this is a true and correct copy of Resolution 03-24 adopted at a duly
constituted meeting of the Board of the Agency held on May 15, 2003, at Burbank,

12 - California.

13

14

: ATTEST:
15 Secretary

16

17
18
19 -
20
21
22

23

25
26

27

@

COURT PAPER
STATE OF CALIFORNIA N
STD. 113 (REV. 3-95) " "

OSP 98 10924
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Oak Court Apartments
Palo Alto, Santa Clara County, CA
CalHFA # 03-022-N

SUMMARY

This is a final commitment request for tax-exempt, permanent loan financing in the amount of
Two Million Six Hundred Thousand Dollars ($2,600,000), and direct construction loan financing
in the amount of Eleven Million, Five Hundred Thousand Dollars, ($11,500,000). Security for
the loans will be a newly-constructed, 53-unit family apartment community. The property will be
owned by Oak Court Apartments, L.P., a limited partnership, whose general partner is
PAHC Sheridan Apts., Inc., an affiliate of the sponsor, Palo Alto. Housing Corporation.

Oak Court Apartments is a new construction family housing development of 53 units. It is two
and three-story with townhouses over flats, over one level of podium parking. It contains a mix
of one, two and three-bedroom units.

LOAN TERMS
Permanent
First Mortgage $2,600,000
Interest Rate 5.40%
Term 30 year fixed, fully amortized
Financing Tax-exempt '

Construction

First Mortgage $11,500,000

Interest Rate 3.00% Initial Rate; Variable
Term 18 Months, interest only
Financing Tax-exempt

CalHFA financing is subject to satisfactory appraisal results. CalHFA construction financing is
subject to assignment by the borrower of tax credit equity and all rights under non-CalHFA
financing commitments.

LOCALITY INVOLVEMENT
The City of Palo Alto will be providing a land loan donation valued at $5,874,000 ($110,830 per
unit), to the Palo Alto Housing Corporation, (PAHC). The land loan is for a term of 99 years, with

an interest rate of 5%. No payments are due on the land loan, a@nd the principal and interest will
be forgiven if the project remains affordable for 99 years. PAHC will lease the land to the

5/15/2003 : ' 1
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partnership under a 99-year ground lease. The ground lease will be subordinated to the CalHFA
liens. No payments are due on the ground lease, and the principal and interest will be forgiven if
the project remains affordable for 99 years .

The City will be providing to the partnership a 3% residual receipts loan of $1,960,000 for a term
of 55 years, pursuant to the Disposition, Development and Loan Agreement executed in
February 2002.

OTHER FINANCING

Palo Alto Housing Corporation (PAHC) has applied for funds from the State of California
Department of Housing and Community Development's Multi-Family Housing Program, (MHP),
in the amount of $4,555,064. The expected loan term for the MHP funds is 55 years, with a 3%
interest rate. There will be a required .42% payment, which is shown in the project cash flow.
The award of these funds is expected in June.

Funds from the Federal Home Loan Bank’s Affordable Housing Program (AHP), in the amount
of $265,000 are committed. The loan term will be 30 years, with a 0% interest rate, and no
required payments. Funds from the Housing Trust Fund of Santa Clara County, (HTF), are
committed in the amount of $400,000. These funds have a term of 30 years, and an interest rate
of 2%. Payments of the HTF loan will be on a residual receipts basis only. The City, MHP, AHP,
and HTF financing will all be subordinated to the CalHFA first lien.

PROJECT DESCRIPTION
Project Location

Oak Court Apartments is located at 845 Ramona Street in Palo Alto, Santa Clara County. The

site is in the midst of a prime residential area of the City of Palo Alto known as South of Forest

Avenue (SOFA). The South of Forest Avenue area is a historical, diverse and eclectic location
which combines stately Victorian homes and charming bungalows with boarding houses, new
condominiums and many historic structures in the Professorville Historic District. It is a prime
location of mostly single-family homes. Summerhill Homes is now building expensive new

single-family homes, townhomes and condominiums in the immediate area of Oak Court .

Apartments.

There are many neighborhood amenities within walking distance from the project. The site is
within a half-mile of the major transit hub in Palo Alto, which includes the commuter train station
and all buses and shuttles that meet every train. The trains run from Gilroy to San Francisco on
a regular schedule, while other buses and shuttles connect to locations throughout two counties.
Free Stanford University and City shuttles meet the trains and other buses at the transit hub.
The site is two blocks from the main downtown area of Palo Alto, and within walking distance of
the Stanford Shopping Center and Town and Country Shopping Center. A large grocery store is
two blocks away. -

The Palo Alto Medical Clinic is easily within walking distance and will be more so when the
pedestrian/bicycle underpass under the railroad tracks is complete in 2004. Stanford Hospital
and the Lucille Packard Children’s Hospital are very near. Rinconada Park, the Children’s

Library, the Children’s Theater, the Junior Museum, the Scouting House, a municipal swimming -
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pool, tennis courts and fields, and the large Lucie Stern Community Center with a theatre, event
space and community meeting rooms are within easy walking or biking distance. Stanford
University is easily accessible by foot, bicycle or shuttle. It is a major source of educational,
cultural and sports events at little or no cost. City Hall, the Police Department, the Downtown
Library and several churches are within three blocks. A new City park is in development across
the street adjacent to a historic structure to be restored as a community building. Scott Park,
already existing, is one block away. The site is within one-half mile of Addison Elementary
School. Palo Alto High School is within walking distance. Private schools and day care are
nearby, and a new childcare center across the street is almost complete.

Site

Ten acres of land became available when the Palo Alto Medical Foundation moved its muiti-
specialty medical clinic from the neighborhood to a more commercially suitable location on El
Camino Real. A Coordinated Area Plan (CAP) was developed by a Community Working Group
chosen by the City Council to determine appropriate land uses and zoning for the area. The
CAP allowed various types of residential uses and mixed uses and identified 1.23 acres for an
affordable housing development in the Attached Multi-Family (AMF) zone. The site is flat with
adequate infrastructure, and contains several heritage trees to be preserved. In fact, Oak Court
is named for the courtyard development around a heritage oak that is several hundred years
old.

The project site is bounded by Ramona Street,. Channing Avenue and Bryant Street, and
coniinues mid-block to Homer Avenue. Oak Court Apartments will be in the SOFA residential
neighborhood three blocks south of University Avenue, and one-haif mile north of El Camino
Real. University Avenue is the principal arterial connecting Palo Alto to Highway 101 and to the
east bay via the Dumbarton Bridge. El Camino Real is a major arterial which runs north to San
Francisco and south to San Jose. .

Improvements

The site and surrounding neighborhood character were very important to the Palo Aito Housing
Corporation, the City of Palo Alto and the neighbors. The resulting design of the 53-unit complex
- reflects the pattern and scale of the community. Individual two and three-story buildings allow
the massing of Oak Court Apartments to fit well into the neighborhood. Front porches facing the
street repeat a common neighborhood pattern. Varying roof shapes and fagade treatments are
similar to features in the area. Parking for 119 cars is underground in a secured, mechanically
ventilated garage, which will be accessed via a key card. A podium supports the building a few
steps above grade; this raised first floor, which hides the parking, is also characteristic of
surrounding homes. The courtyard units face inward and surround a large heritage oak tree. A
historic “boarding house” remains on the site and will be restored as one three-bedroom
manager’s unit over a community center and office.

The buildings will be wood framed with cement board siding and wood trim. They will present a
classical three-part layering with a base, middle and top of seemingly different design and
materials. Changes from horizontal to vertical siding, gables and hip roofs, rectangular elements
along Ramona Street, earth tone colors, architectural “cupolas” containing all the plumbing and
exhaust vents in one location, and front porches to the apartments mimic the neighborhood
without simply replicating it. The roofing will be composition asphalt shingle.
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The restored historic house will provide a recreation room equipped with a kitchenette,
restroom, as well as offices, a storage area, and a Computer Learning Center for adults and
children. The computers will be arranged around the perimeter of the room so that the space
can also be used for small classes, counseling or other projects. A computer instructor will offer
scheduled classes on computer use, as well as educational classes as needed. In other PAHC
projects, English as a Second Language, bookkeeping and finances have been popular. The
Site Manager will occupy the smaller office, sharing occasionally with the Family Service
Coordinator, who will be at Oak Court Apartments part time. Another mid-sized room is intended
to be flexible for various activities, such as confidential counseling, smaller projects or meetings.
The Community Building, with an area of 1,210 square feet, is accessible to the physically
disabled. Activities can expand from the community building outside, to make use of the
courtyard, the benches under the oak tree, the play area, and tot lot. There will also be a
laundry room in the courtyard with six washers and dryers. The laundry room will be located
next to a tiled gathering area on the podium, near the elevator and lobby area in the courtyard.

The garden style development has one, two and three-bedroom units serving a variety of
household sizes and incomes. The one-bedroom units are flats, and the two and three-bedroom
units are a combination of flats and townhouses. Interior finishes will include carpeting in all the
living areas, sheet vinyl flooring in the bathrooms, and vinyl composition tile in the kitchens and
entryways. Windows will be covered with mini-blinds. The kitchens will feature gas ranges with
ventilated hoods, dishwashers, disposals and laminate counter surfaces. The heating system is
a gas-fired forced air furnace, with wall heaters only in the one-bedroom units. Many units face
the courtyard; in addition, most have individual open space in the form of a balcony. Podium
level units have individual small picket-fenced yards, which allow a sense of privacy and an
opportunity for miniature gardens.

Unit Mix:
No. of Units | No. of No. of Unit Square Average Square
Bedrooms | Bathrooms Footage Footage
9 1 1 557 - 566 562
18 2 1 878 - 909 893
26 3 -2 999 - 1,218 1,133

Historic Rehabilitation

Oak Court Apartments is a new construction project. However, the City required that one
historic “boarding house” remain on the site to be restored as part of the project in accordance
with the Secretary of Interior Standards. The house will be moved from its present location on
the site to the corner of Ramona Street and Channing Avenue, thus facing similar restored
homes across Channing and creating a historic complex. The building will then accommodate
one 3-bedroom unit intended for the site manager and the community facilities. The interior of
the structure will be almost completely new material for this intended new use.

Shared Use Garage Ramp

A condition of City design approval requires the Oak Court Apartments project and the adjacent,
yet-to-be-built, commercial development to share in the financing, construction. and use of a
single ramp to access each garage. The policy was to limit the number of curb cuts on the
residential block and to provide some financial benefit to the affordable housing project. The
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ramp will be constructed by PAHC on the affordable housing site. |f the commercial
development proceeds, an underground connection from the Oak Court garage to the adjacent
commercial garage will be constructed. If this occurs, ten of the thirteen tandem spaces at Oak
Court will be replaced with twenty spaces in the commercial garage. These twenty spaces (a
net gain of ten) will be reserved exclusively for Oak Court tenants and guests. Appropnate
easements will govern access and use. A Shared Ramp Financing Agreement is being
negotiated with the City of Palo Alto as a party.

Offsite improvements

The project scope includes $151,800 in offsite improvements. The project has three sides of
street frontage. The City is requiring that all sidewalks, curbs and gutters be replaced and that
new street trees and curbside planters be fully landscaped and irrigated. A portion of the streets
must be re-paved, and all other street frontage must receive new slurry sealer coating. The City
also is requiring the developer to pay for Opticom transponder and tele-com devices for
emergency vehicle automated stoplight intersection management.

High Costs of Development

This is a very expensive project to develop. Some of the reasons why this project costs nearly
$290,000 per unit, excluding land costs, are as follows.

e The historic house rehabilitation will cost $650,000. This adds over $12,000 per unit to
total costs. A historic architect consultant is required to handle moving and rehabilitating
this structure. In addition, a second construction contract is required for the historic work.

¢ Design - The city design requirements which include exterior design features to fit into
the character of the neighborhood add much to the cost per unit. The buildings, which
are built to look like single family homes, have a lot of exterior exposure which requires
many windows, finishes, doors and extra insulation. There are many stairways from the
street level up to the units, in addition to balconies, front porches, and private open
space which-adds to the single family look of the complex. in addition, the many non-
stacking unit types also add to the cost.

e Parking requirements - Palo Alto has fairly stringent parking requwements based on the
number of bedrooms, so a family project with many three bedroom units requires 2.25
spaces per unit. Because the site has only 1.23 acres, underground parkmg was
necessary to meet this requirement.

e Underground garage - The underground garage alone is estimated to cost $1,915,335,
or approximately $36,000 per unit. The garage is fully excavated into the ground
approximately twelve feet, which requires shoring. Also, the City is requiring that the
garage be fully mechanically ventilated. Normally podium structures are not built for
projects this small. The podium is only partially covered with residential construction to
be in keeping with the desired look of the project. The City is also requiring that a
masonry veneer cover the garage concrete and concrete block. :

e High cost area and prevailing wage - In addition to the expensive features above, the
project is in a high-cost area. Prevailing wage also adds to the cost per unit. Costs were
$1,300,000 higher (or $24,500 per unit), after the contractor added in an estimate for
prevailing wage rates. '
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e Hard costs for the new construction total approximately $147,000 per unit. These costs
are based on initial bids from one sub-contractor per specialty. After re-bidding the job to
several sub-contractors and value engineering, the hard costs are expected to be lower.

MARKET

Market Overview

In the market study completed by Bay Area Economics dated April 2003, the project’'s Market
Area was defined as a group of census tracts in Santa Clara County, encompassing the cities of
Palo Alto, Los Altos, Los Altos Hills, Mountain View, and Sunnyvale and parts of unincorporated
Santa Clara County to include Stanford University. While this area extends into the hills above
Palo Alto, most of the population of the market area lives within seven miles of the project site.

During the past decade, Palo Alto showed modest population growth, increasing from 55,900
persons in 1990 to 58,598 persons in 2000. The population of the Market Area showed less
growth, from 182,198 residents in 1990 to 184,797 residents in 2000. In 2005, the year that
Oak Court is expected to open, the City of Palo Alto’s population is projected to reach 62,417
persons, while the population of the Market Area is projected to increase to 196,046 persons.

According to U.S. Census data, there were 25,216 households in Palo Alto and 75,099
households in the Oak Court Market Area in 2000. Households grew at a steady 0.4% in Palo
Alto between 1990 and 2000, slightly more than in the Market Area, which added only 1,689
households (0.1%) during the same time period. In 2005, the year that Oak Court will be
completed, the number of households in Palo Alto is projected to reach 26,563, while the
number of households in the Market Area is projected to increase to 79,230. If the proportion of
family households continues to increase at the same rate, family households will account for
nearly 60% of both Palo Alto and Market Area households. Average household size has
increased only slightly in the Palo Alto and in the Market Area from 1990 to 2000. Palo Alto’s
average household size increased from 2.24 persons to 2.30 persons, while the Market Area’s
average household size increased from 2.31 persons to 2.35 persons between 1990 and 2000.

The median annual household income in Palo Alto for 2002 was estimated at $111,655. The
Oak Court Market Area estimated median annual household income was slightly lower than that
of Palo Alto, at $103,280. An estimated 18.3 percent of Palo Alto households and 19.8 percent
of Market Area households had incomes below $50,000 in 2002. Nearly 30 percent of all
Market Area renter households are projected to have annual 2005 incomes below $60,000.

Housing Demand

As in many other Bay Area communities, rent levels in the Palo Alto housing market increased
dramatically during the past decade, due to high demand and little growth in supply. According
to RealFacts data, residential rental rates in Palo Alto increased 17.8% from 1997 through 2002.
The current economic downturn has caused rent rates in 2003 (as of March) to decline from
2002 levels in all unit categories. Nevertheless, current residential rental rates in Palo Alto are
still 9% higher than they were in 1997. Data from RealFacts also show that the average
occupancy rate in Palo Alto continues to increase from 93.6% in 2001, to 94.1% in 2002, and
95.3% in 2003.
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As of 2000, 57.2% of the households in Palo Alto owned their homes, whereas 42.8% of the
population rented. In the Market Area, 55.4% of the households owned their homes, whereas
' 44.6% of the population rented.

The combined Market Area demand for Oak Court from turnover of existing households and
growth in the number of households estimated by Bay Area Economics is well above the
number of units being offered by Oak Court for every unit type and rent level. Capture rates
needed to absorb the project from these two demand pools range from less than 1% for one-
bedroom units at 60% of AMI to a 33% capture rate for three-bedroom units at 35% of SMI. Bay
Area Economics has undertaken an alternative demand estimate using an analysis of rent
burden, which addresses “pent up® demand for low-income renter households. Assuming that
the ratio of overburdened households by income and size to total households has remained
constant since 1990, demand ranges from 89 three-bedroom units at 35% of SMI rent to 1,667
one-bedroom units at the 50% of AMI rent level. The pool of demand shown by this analysis is
substantially higher than would be indicated by normal turnover. Capture rates range from 0.2%
for one-bedroom units at 50% of AMI to 9% for three-bedroom units at 35% of SMI.

Housing Supply

Sixty-five percent of Palo Alto’s rental housing stock was constructed during the 1960s, with 7%
built prior to 1960 and 7% built during the 1970s, 1980s, 1990s and 2000s respectively.

The proposed project site is located in an older, expensive residential neighborhood dominated
by single family houses with little new development. A review of the surveyed projects indicates
a rental market with high demand and limited supply, with vacancies of two to seven percent.

There are 14 existing affordable housing projects in Palo Alto with a total of 355 units, all of
which are fully occupied. Furthermore, most of these complexes have closed their waiting lists.
A closed waiting list indicates that the complex’s manager does not expect any vacancies in the
foreseeable future. There are about 328 affordable units in five projects planned for
development throughout the Market Area in the next two years, including 53 inclusionary units
within market rate developments. Although not all of the unit sizes are known, at least 209 of
the affordable units will be efficiency studios or single-room ‘occupancies which are
inappropriate for families.

Discussions with staff at the City of Palo Alto indicate that there are currently 301 planned and
- proposed market rate rental units to be constructed as part of two separate developments. It

should be noted that because of other planning efforts in Palo Alto, the exact number of units in
each development is subject to change before construction.

PROJECT FEASIBILITY

According to the Market Study, units at Oak Court can be expected to achieve market rental
rates similar to the comparable complexes surveyed. Oak Court has many amenities, such as
covered parking, a community room, community playground and picnic area, and private
balconies or patios that are comparable to other apartment complexes in Palo Alto. It does not,
however, have a swimming pool or fithess center, amenities common among surveyed
complexes. The unit sizes at Oak Court are also smaller than most of the comparable market-
rate units, although 32 of the two and three bedroom units will be townhouses. The desirable
location will mitigate some of the rent discount from the lack of amenities. It is in a pleasant
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residential neighborhood within a short'walk of downtown Palo Alto, the University Avenue
Multimodal transit station, as well as a number of public parks.

Market data from RealFacts in the Market Study are based on rent levels and occupancy rates
at 14 complexes in Palo Alto with a total of 2,571 units. The overall average rent throughout
Palo Alto is currently $1,779 per month, with an average unit size of 866 square feet. Average
rents are $1,607 for one-bedrooms, $1,825 for two-bedrooms/one bathroom, $2,083 for two-
bedrooms/two bathrooms and $2,810 for three bedroom/two bath units.

Rent Differentials (Market versus Restricted)

Unit Type Subject Market Rate $ Difference % Market

One Bedroom $1,225 - $1,245

35% $359 $866 29%

50% $902 $323 74%

60% $1,100 $125 90%
Two Bedroom $1,668 - $1,727

35% $422 $1,246 25%

50% $1,034 $634 62%

60% $1,272 $396 76%
Three Bedroom $1,998 - $2,436

35% $488 $1,510 24%

50% $1,170 $828 59%

60% $1,444 $554 72%

Estimated Lease-up Period

Bay Area Economics estimates that Oak Court will absorb all of its units within six months or
less of project opening. They also state that it is highly likely that the entire project will lease up
prior to opening. A rent-up reserve during the construction loan period will be used to cover
operating expenses if necessary prior to stabilization.

OCCUPANCY RESTRICTIONS

CalHFA: 20% (11) of the units will be restricted at 50% or less of AMI
The CalHFA Regulatory Agreement will be for a term of 32 years

Palo Alto: 90% of the units (47) will be restricted at 50% or less AMI
10% of the units (5) will be restricted at 60% or less AMI
The City restrictions per the DDA are not met with current AMI targeting
PAHC is requesting and expects to receive a modification
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TCAC: 80% of the units (42) will be restricted at 60% or less AMI

MHP: 37% of the units (19) will be restricted at 35% or less SMi
44% of the units (23) will be restricted at 50% or less AMI
19% of the units (10) will be restricted at 60% or less AMI

AHP: v 40% of the units (21) will be restricted at 40% or less AMI
50% of the units (26) will be restricted at 50% or less AMI
10% of the units (5) will be restricted at 60% or less AMI
The AHP restrictions per the commitment letter are not met with current
AM ) targeting. PAHC is requesting and expects to receive a modification

HTF: 40% of the units (21) will be restricted at 40% or less AMI
50% of the units (26) will be restricted at 50% or less AMI
10% of the units (5) will be restricted at 60% or less AMI
The HTF restrictions per the commitment letter are not met with current
AMI targeting. PAHC is requesting and expects to receive a modification

ENVIRONMENTAL

CalHFA has received and reviewed the following environmental reports: 1) Human Health Risk
Assessment dated April 2002, by Exponent, 2) Site Investigation Results from GeoSyntec
Consultants dated April 2002, 3) Transmittal of Geotechnical Analysis Data letter dated
February 2002 by Core Lab Petroleum Services, 4) Soil and Groundwater Quality Evaluation
dated September 2001 by Lowney Associates, 5) Draft Covenant and Environmental Restriction
from the San Francisco Regional Water Quality Control Board, (SFRWQCB) and 6) Review
letter from the SFRWQCB dated July 2002.

The site is located on the northeastern side of Ramona Street between Channing and Homer
Avenues in a residential neighborhood of downtown Palo Alto. The site was formerly part of the
Palo Alto Medical Foundation facility, and a research building was located on the site adjacent
to two private homes and a parking lot. The medical building has been demolished, while the
two private homes remain. Prior to construction of the research building, the site was used
solely for residential purposes. The vacant portion of the site is currently being used as a
staging area for construction of surrounding properties.

GeoSyntec Consultants reviewed the results of prior reports by Terrasearch and Lowney. They
concluded that the City of Paris Cleaners, which was formerly located immediately upgradient of
the site at 248 Homer Avenue, was a potential source of the chlorinated solvents and petroleum
hydrocarbons found at the site. GeoSyntec conducted a limited site investigation to further
evaluate the distribution of chemicals in the soil and groundwater at the site, especially with
respect to the possibility of an on-site source. They concluded that the distribution of chemicals
observed in the soil, soil vapor and groundwater is consistent with the migration of these
chemicals onto the site from an upgradient source.

The Human Health Risk Assessment by Exponent evaluated potential health risks associated
with residual chemicals at the Oak Court property, assuming redevelopment of the site for
residential purposes. Previous investigations indicate the presence of low levels of petroleum
hydrocarbons and halogenated hydrocarbons in the soil, soil vapor and groundwater, the

5/15/2003 : g -



232

distribution of which suggests migration onto the site from an upgradient source. The results of
Exponent’s Risk Analysis indicate that residual chemicals in the subsurface would not pose an
unacceptable health risk to construction workers during site development, nor to future
residents, nor to workers at or visitors to the community center, under the conditions evaluated.

The letter from the SFRWQCB commented on their review of the Site Investigation Resuits
letter from GeoSyntec Consultants and the Human Health Risk Assessment by Exponent. The
letter confirms the existence of residual concentrations of chemicals in the site soil and/or
groundwater, which have migrated onto the site from an upgradient source. The letter states
that since the site is not considered to be a source for these chemicals, no further action other
than restricting the use of groundwater is required on the part of the owners regarding the
identified residual pollutants in soil and groundwater. The letter also states that based on the
data submitted in the Human Health Risk Assessment the site appears at current contaminant
levels suitable for the proposed residential development.

CalHFA has requested review of the above environmental reports by URS, its environmental
consultant, and has requested recommendations concerning any additional testing or
remediation that should be completed. An updated Phase |, final asbestos and lead based paint
reports and a seismic risk evaluation will be required. A condition of the final commitment will
be satisfactory review of these documents and any additional reports or tests required as a
result of the URS review and recommendations.

PHYSICAL NEEDS ASSESSMENT / SCOPE OF WORK

Oak Court Apartments is a new construction project. However, the City réquired that one
historic “boarding house” remain on the site to be restored as part of the project in accordance
with the Secretary of Interior Standards. The house will be moved from its present location on
the site to the corner of Ramona Street and Channing Avenue, thus facing similar restored
homes across Channing and creating a historic complex. The building will then accommodate
one three-bedroom unit intended for the site manager and the community facilities. The interior
of the structure will be almost completely new material for this intended new use. The only items
that are being retained are the framing and pitch of the old roof, windows and doors. The
clapboard siding will be repaired and replaced where needed. Since the rehabilitation is
essentially a gut rehab, a physical needs assessment will not be required.

A pre-demolition Asbestos Survey and Evaluation was completed in August 2000 by ProTech
Consulting and Engineering for the three properties on site including 830, 832, and 840 Bryant
Street. All asbestos and lead-based paint will either be removed from the buildings or
encapsulated, before rehabilitation of the historic house and demolition of the other structures.
if any asbestos or lead based paint remains in the historic house, an Operations and
Maintenance Plan will be required.

ARTICLE XXXIV

A satisfactory opinion letter will be required prior to construction loan funding.
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DEVELOPMENT TEAM
Borrower - Oak Court Apartments, L.P.

The property will be owned by Oak Court Apartments, L.P., a limited partnership, whose general
partner is PAHC Sheridan Apts., Inc., an affiliate of the sponsor, Palo Alto Housing Corporation.

PAHC was created in 1970, and currently owns and operates 19 propetties in Palo Alto. PAHC
is the primary affordable housing developer in the Palo Alto community. The housing developed
by PAHC contains 633 units, and serves families, seniors and very-low income tenants in Single
Room Occupancy facilities. PAHC has developed one other project with tax exempt bonds,
Webster Wood Apartments, a 66-unit acquisition/preservation project. PAHC's most recent
completed project is Alma Place, a 106-unit Single Room Occupancy development that serves
low income wage earners in primarily the downtown area of Palo Alto. PAHC has a staff of 30
including the accounting and property management personnel. Other PAHC projects financed
by CalHFA include Webster Wood Apartments and Oak Manor Townhomes. These projects
are 68 and 33 units respectively and were financed in 1978 and 1993.

PAHC currently provides an extensive resident services program which began with their very-
low-income single room occupancy (SRO) properties and was expanded to the family
complexes. It currently includes four Computer Learning Centers, and three service
coordinators. A Family Service Coordinator now focuses on services and community resources
for families and has established ties with community resources to facilitate programs. The thrust
of the program is to empower resident’s access to the many amenities, services,. educatlonal
opportunities and recreation available in a resource-rich community.

Currently a letter of credit or cash escrow in the amount of 5% of the construction loan amount
is required from the borrower as a completion guaranty. After a credit analysis is completed, a
corporate guarantee from the sponsor may be substituted for the letter of credit, at CalHFA'’s
sole discretion.

Management Agent - Palo Alto Housing Corporation (PAHC)

PAHC’s Property Management Division includes property supervisors, site managers, a
property management administrator, a maintenance supervisor, and maintenance workers.
PAHC currently manages 19 properties, ranging from a single-family home leased for shared
housing, to a large HUD-subsidized family complex.

PAHC properties are funded and regulated by a number of agencies, including: the U.S.
Department of Housing and Urban Development (HUD), the California Housing Finance
Agency, the California Tax Credit Allocation Committee, the Affordable Housing Program of the
Federal Home Loan Bank, the Section 8 Moderate Rehabilitation Program, the City of Palo Alto
through its Housing Reserve Funds, Home Investment Partnerships Program (HOME), and
Community Development Block Grant (CDBG) funds.

PAHC'’s management style values a personal relationship between management and tenant,
and recognizes their special needs. Tenant involvement in management is encouraged. In one
complex, residents serve on the Board of Directors. Maintenance is always performed in a
timely manner, and neighborhood issues are addressed. PAHC'’s property management
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personnel counsel residents in conflict or health situations where immediate attention is
essential. PAHC staff often contact other agencies to help residents with health, financial, or
even emotional issues.

Architect - Pyatok Architects Inc. and Garavaglia Architecture

Pyatok is the principal architect for the new construction of the 52 units. Pyatok was established
in 1985 by Michael Pyatok, FAIA, who has 34 years of experience in the field of architecture.
Staffed with 24 architects and planners, the firm focuses on community planning, affordable
housing and higher density, mixed-use developments. It has won over 50 design awards in the
past decade. Other CalHFA projects designed by Pyatok include Swan’s Marketplace for
EBALDC and International Boulevard Family Housing Apartments for Resources for Community
Development, both in Oakland. '

Garavaglia is the architect for the rehabilitation of the historic boarding house which will contain
the community building and the manager's unit. Garavaglia was established in 1986 and is
staffed with seven architects and planners. Garavaglia’s area of expertise includes building
renovations and upgrades, and historic preservation.

Contractor - Segue Construction Inc.

Segue, founded in 1992, is a service-oriented general contractor with an emphasis on
- construction of affordable multi-family apartment dwellings for Bay Area non-profit housing
. developers. Segue’s cofounders, Paul Broeker and Kirk Wallis have 26 and 27 years of
- experience, respectively, in-the industry working as engineers, general contractors and
developers. Segue’s objectives are to maximize the value of the construction dollar on every
project, while providing extraordinary service throughout the negotiated contract process in
addition to removing the risk of construction budget overruns and related costly delays for
redesign. Segue recognizes the importance of estimating accuracy. '

CalHFA staff called three non-profit housing developers for references: BRIDGE Housing, Mid-
Peninsula Housing Coalition, and the Housing Authority of Santa Clara County. All three
developers have had great experiences with Segue, and stated that Segue completed their
projects on time and within budget. Segue is posting a 100% performance and payment bond
for this project at 1% of the contract price. According to Kirk Wallis, Segue has the ability to -
bond up to forty million per job with an aggregate up to one hundred million; approximately 70%
of their work is bonded. Other CalHFA projects constructed by Segue include Capital Avenue
Apartments for JSM Enterprises, and Monte Vista Apartments and Grayson Creek Apartments
for BRIDGE Housing.

Another contractor will be hired to do the rehabilitation work on the historic boarding house. This
contractor has not yet been chosen.
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Project Summary

2 35 Date: 15-May-03
Project Description:

Project Profile:

Project : Oak Court Apartments

: Units 53
Location: 845 Ramona St. Appraisal not yet completed "Handicap Units 3
Palo Alto 94301 Cap Rate: 7.00% Estimate Bidge Type New Const,
County: Santa Clara Market: $11,300,000 Estimate Buildings 8
Borrower: Oak Court Apartments, LP Construction: Stories 3
) GP: PAHC Sheridan Apts., Inc.  As Restricted $13,000,000 Estimate Gross Sq Ft 55,238
GP: ' Land Sq Ft 53,428
LP: not yet determined LTCATY:  Construction Permanent Units/Acre 43
Program: Tax-Exempt Loan/Cost 76% 17% Total Parking 119
CHFA # : 03-022-N Estimated Loan/Value 88% 23% Covered Parking 119

Financing Summary:

CalHFA First Mortgage $2,600,000 $49,057 5.40% 30
CalHFA HAT i $0 $0 0.00% -
CalHFA Loan to Lender $0 $0 0.00% -
HCD - MHP $4,555,064 $85,945 3.00% 55
City of Palo Alto $1,960,000 $36,981 3.00% 55
FHLB - AHP $265,000 $5,000 0.00% 30
Housing Trust Fund SCC $400,000 $7.547 2.00% 30
Borrower Contribution $0 $0 -
Deferred Developer Equity $577,500 $10,896 -
Tax Credit Equi $4,840,509 $91,330

CalHFA Bridge ‘ $0 $0 0.00% C .
CalHFA Construction Loan $11,500,000 $216,981 3.00% 18 months
CalHFA HAT $0 $0 0.00% -

@ cr—— | .

1 bedroom : 3 359 3 %02 | 2 | 1100 0 0 9
2 bedroom . 8 422 8 1034 2 1272 0 0 18
3 bedroom 1 0 8 488 11 1170 6 1444 0 0 26
4 bedroom - 0 0 0 0 0 0 0 0 0
subtotal 1 19 23 10 0
' A * net rent 53
Fees, Escrows, and Reserves:
Permanent Basis of Requirements Amount Security
Fees CalHFA Permanent Loan 0.50% Total Loans $13,000 Cash
Escrows  Construction Defect 2.50% of Hard Costs ©$238,275  Letter of Credit
Reserves  Operating Expense Reserve 10.00% of Gross Income $56,200 Letter of Credit
Initial Deposit to Replacement Reserve 0.00% of Gross Income $0 Cash
Annual Replacement Reserve Deposit $350 per unit $18,550 Operations
Construction Basis of Requirements Amount Security
Fees CalHFA Construction Loan 1.00% of Total Loans $115000 Cash
Inspection fee $1,500 x months of construction $21,000 Cash
Guarantees Bond Origination Guaranty 1.00% $115,000 Letter of Credit
Completion Guaranty--Borrower 5.00% $575,000  Létter of Credit or Cash Escrow
Pertormance Bond--Contractor 100.00% $11,500,000 Bond
Payment Bond--Contractor 100.00% $11,500,000 Bond
Reserves  Rent-up Reserve 0.25 Year Operating Expense $59,400 Cash
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Construction Sources and Uses

Oak Court Apartments

Name of Lender / Source Amount $ per unit % of Sources
CalHFA 11,500,000 216,981 80%
FHLB - AHP 265,000 5,000 2%
City of Palo Alto 1,960,000 36,981 14%
0 0 0 0%
TC Equity 0 0%
0 0 0 0%
Total Institutional Financing 13,725,000 258,962 96%
Equity Financing ,
Tax Credit Equity 645,000 12,170 4%
0 0 0 0%
Total Equity Financing 645,000 12,170 4%
TOTAL SOURCES 14,370,000 271,132 100%
Amount $ per unit % of Uses
Acquisition 151,800 2,864 1%
Rehabilitation 650,000 12,264 5%
New Construction 10,431,689 196,824 73%)|
Architectual Fees 736,000 13,887 5%
Survey and Engineering 75,000 1,415 1%
Const. Loan Interest & Fees 752,492 14,198 5” :
Permanent Financing 31,500 594 09
Legal Fees 35,000 660 0%
Reserves - 74,167 1,399 1%
Contract Costs .25,000 472 0%
Construction Contingency 671,770 12,675 5%
Local Fees ‘ 100,000 1,887 1%
TCAC/Other Costs 263,655 4,975 2%
PROJECT COSTS 13,998,073 264,115 97%|
Developer Overhead/Profit 371,927 7,017 3%
Consultant/Processing Agent 0 0 0%
TOTAL USES 14,370,000 271,132 100%,
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.» Sources and Uses Oak Court Apartments

Name of Lender / Source Amount $ per unit % of Sources
CalHFA First Mortgage 2,600,000 49,057 17%
CalHFA Bridge 0 0 0%
CalHFA HAT 0 0 0%
CalHFA Loan to Lender 0 0 0%
HCD - MHP 4,555,064 85,945 30%
Other Loans 2,625,000 49,528 17%
Total Institutional Financing 9,780,064 184,530 64%
Equity Financing

Tax Credits 4,840,509 91,330 32%
Deferred Developer Equity 577,500 10,896 4%
Total Equity Financing 5,418,009 102,227 36%
TOTAL SOURCES 15,198,073 - 286,756 100%

Amount $ per unit % of Uses

Acquisition 151,800 2,864 1%
Rehabilitation 650,000 12,264 4%
New Construction 10,431,689 196,824 69%
Architectual Fees 736,000 13,887 5%
Survey and Engineering 75,000 1,415 0%
Const. Loan Interest & Fees 637,492 12,028 4%
Permanent Financing 146,500 2,764 1%
Legal Fees 35,000 660 0%
Reserves 74,167 1,399 0%
Contract Costs 25,000 472 0%
Construction Contingency 671,770 12,675 4%
Local Fees 100,000 1,887 1%
TCAC/Other Costs 263,655 4,975 2%
PROJECT COSTS 13,998,073 264,115 92%
Developer Overhead/Profit 1,200,000 22,642 8%
Consultant/Processing Agent | 0 0 0%
TOTAL USES 15,198,073 286,756 100%
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Annual Operating Budget Oak Court Apartments

income: i e
Total Rental Income 558,180 10,532
Laundry 3,816 72
Other Income 0 -
Commercial/Retail 0 -
Gross Potential Income (GPl) 561,996 10,604
Less:

Vacancy Loss 27,090 51
Total Net Revenue 534,906 10,093
EXPENSES:

Payroll 84,000 1,585
Administrative 53,180 1,003
Utilities 47,000 887
Operating and Maintenance 48,070 907
Insurance and Business Taxes 56,000 1,057
Taxes and Assessments 5,000 94
Reserve for Replacement Deposits 18,550 350
Subtotal Operating Expenses 311,800 5,883
Financial Expenses

Mortgage Payments (1st loan) 175,198 3,306
Total Financial 175,198 3,306
Total Project Expenses 486,998 9,189
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RENTAL INCOME Year 1 Year 2 Year 3 Year 4 Year § Year6  Year7
Market Rent Increase 0 0 0 0 0 -0 0
Market Rents 0 0 0 0 0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 658,180 572,135 586,438 601,099 616,126 631,529 647,318
TOTAL RENTAL INCOME 558,180 §72,135 586,438 601,099 616,126 631,529 647,318
OTHER INCOME _ _

Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 3,816 3,911 4,009 4,109 4,212 4,317 4,425
Other Income 0 0 0 0 0 0 0
TOTAL OTHER INCOME 3,816 3,911 4,009 4,109 4,212 4,317 4,425
GROSS INCOME 561,996 576,046 590,447 605,208 620,338 635,847 651,743
Vacancy Rate : Market 0 0 0 0 0 0 0
Vacancy Rate : Affordable 4.82% 4.82% 4.82% 4.82% 4.82% 4.82% 4.82%
Less: Vacancy Loss 27,090 27,767 28,462 29,173 29,902 30,650 31,416
EFFECTIVE GROSS INCOME 534,906 548,279 561,986 576,035 590,436 605,197 620,327
OPERATING EXPENSES

Annual Expense Increase 4.00% 4.00% - 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 288,250 299,780 -~ 311,771 324,242 337,212 350,700 364,728
Replacement Reserve 18,550 18,550 18,550 18,550 18,550 19,478 19,478
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 5,000 5,100 5,202 5,306 5412 5,620 5,631
TOTAL EXPENSES 311,800 323,430 335,523 348,098 361,174 375,698 389,837
NET OPERATING INCOME 223,106 224,849 226,462 227,937 229,262 229,499 230,490
DEBT SERVICE. _ _ _ _

CalHFA - 1st Mortgage 175,198 175,198 175,198 175,198 175,198 175,198 175,198
CASH FLOW after debt service 47,908 49,651 51,265 52,739 54,065 54,301 65,293
DEBT COVERAGE RATIO 1.27 1.28 129 1.30 1.31 1.31 1.32
MHP Payment 4,555,064 19,1 31 19,131 19,131 19,131 19,131 19,131 19,131
DEBT COVERAGE RATIO WITH MHP " 1.15 1.16 1.17 1.18 1.18 1.19



Market Rent Increase 0 0 [7] 0 0 [7] 0

Market Rents 0 0 0 0 0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% p-
Affordable Rents 714,518 732,381 750,690 769,457 788,694 808,411 828,621 84¢
TOTAL RENTAL INCOME 714,518 732,381 750,690 769,457 788,694 808,411 828,621 84¢
OTHER INCOME ; -
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% Y-
Laundry 4,885 5,007 5,132 5,260 5,392 5,527 5,665 £
Other Income 0 0 0. 0 0 0 0
TOTAL OTHER INCOME 4,885 5,007 5,132 5,260 5,392 5,527 5,665 L
GROSS INCOME 719,402 737,387 755,822 774,718 794,086 813,938 = 834,286 85¢
Vacancy Rate : Market 0 0 g (4] 0 0 0
Vacancy Rate : Affordable 4.82% 4.82% 4.82% 4.82% 4.82% 4.82% 4.82% 4
Less: Vacancy Loss 34678 35545 36,433 37,344 38,278 39235 40215 41
EFFECTIVE GROSS INCOME 684,725 701,843 719,389 737,374 755,808 774,703 794,071 81:
OPERATING EXPENSES .
Annual Expense Increase © 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4
Expenses 426,680 443,748 461,498 479,957 499,156 519,122 539,887 561
Replacement Reserve 20,451 20,451 20,451 20,451 20,451 21,474 21,474 2
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% P
Taxes and Assessments 6095 6217 6,341 6.468 6,597 6,729 6864
TOTAL EXPENSES 453,227 470,416 488,290 506,877 526,205 547,325 568,225 58!
'NET OPERATING INCOME 231,498 231,427 231,000 _ 230,497 __ 220,604 227,378 225846 22
DEBT SERVICE - _ _ _ _ _
CalHFA - 1st Mortgage 175,198 175,198 175,198 175,198 175,198 175,198 175,198 17
CASH FLOW after debt service 56,300 56,229 55,901 65,299 54,406 52,180 50,648 4
DEBT COVERAGE RATIO 1.32 1.32 1.32 1.32 1.31 1.30 1.29

MHP Payment 19,131 19,131 19,131 19,131 19,131 19,131 19,131 9
DEBT COVERAGE RATIO WITH MHP 1.19 119 119 1.18 117 1.16

1.19



" Year 22

Year23

Year24 Year25 Year26  Year 27

DEBT COVERAGE RATIO WITH MHP

Market Rent Increase 0 0 0 0 0 0
Market Rents 0 0 0 0 0 0
Affordiable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 914,643 937,509 960,947 984,970 1,009,595 1,034,835 1,060,705 1
TOTAL RENTAL INCOME 914,643 937,509 960,947 984,970 1,009,595 1,034,835 1,060,705 1
OTHER INCOME
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 6,253 6,409 6,570 6,734 6,902 7.075 7,252
Other Income 0 0 0 -0 0 0 0
TOTAL OTHER INCOME 6,253 6,409 6,570 6,734 6,902 7,075 7,252
GROSS INCOME 920,896 943,918 967,516 991,704 1,016,497 1,041,909 1,067,957 1
Vacancy Rate : Market 0 0 0 0 ' 0 0 0
Vacancy Rate : Affordable 4.82% 4.82% 4.82% 4.82% 4.82% - 4,.82% 4.82%
Less: Vacancy Loss 44,390 45,500 46,638 47,803 48,999 60,224 51,479
EFFECTIVE GROSS INCOME 876,506 898,418 920,879 943,901 967,498 991,686 1,016,478 1
OPERATING EXPENSES ‘
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 631,591 656,855 683,129 710,454 738,872 768,427 799,164
Replacement Reserve 22,548 22,548 22,548 22,548 22,548 23,675 23,675
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 7,430 7,578 7,730 7,884 8,042 8,203 8,367
TOTAL EXPENSES 661,569 686,981 713,407 740,886 769,462 800,305 831,207
NET OPERATING INCOME 214,937 211,437 207,472 203,014 198,036 191,380 185,271
DEBT SERVICE < _ _ _
CalHFA - 1st Mortgage . 175,198 175,198 175,198 175,198 175,198 175,198 175,198
CASH FLOW after debt service 39,739 36,240 32,274 27,817 22,838 16,183 10,074
DEBT COVERAGE RATIO 1.23 1.21 1.18 1.16 113 . 1.09 1.06
MHP Payment 4,555,064 19,131 19,131 19,131 19,131 19,131 19,131 19,131
1.11 1.09 1.07 1.04 1.02 0.98 0.95
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3
4 RESOLUTION 03-25
5. RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT
6
7. WHEREAS, the California Housing Finance Agency (the "Agency") has received a
. loan application from Oak Court Apartments, L.P., a limited partnership (the "Borrower"),
8 - seeking a loan commitment under the Agency's Tax-Exempt Loan Program in the mortgage
g ~ amount described herein, the proceeds of which are to be used to provide construction and
- permanent mortgage loans on a 53-unit multifamily housing development located in the City
10 of Palo Alto to be known as Oak Court Apartments (the "Development"); and
11 WHEREAS, the loan application has been reviewed by Agency staff which has
12 prepared its report dated May 15, 2003 (the "Staff Report") recommending Board approval
~ subject to certain recommended terms and conditions; and
13 . | o e

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, as
14 ' the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse prior

. 15 expenditures for the Development with proceeds of a subsequent borrowing; and
WHEREAS, on April 8, 2003, the Executive Director exercised the authority

* delegated to her under Resolution 94-10 to declare the official intent of the Agency to

17 . reimburse such prior expenditures for the Development; and

16

18 WHEREAS, based upon the recommendation of staff and due deliberation by the
19 Board, the Board has determined that a final loan commitment be made for the Development.
20 i . NOW, THEREFORE, BE IT RESOLVED by the Board:

21 : 1. The Executive Director, or in his/her absence, either the Chief Deputy

Director or the Director of Multifamily Programs of the Agency is hereby authorized to execute

22 and deliver a final commitment letter, subject to his/her recommended terms and conditions,
including but not limited to those set forth in the CHFA Staff Report, in relation to the
Development described above and as follows:

24 .
PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE
25 NUMBER LOCALITY OF UNITS AMOUNT
26 03-022-N Oak Court Apartments 53
. o7 Palo Alto/Santa Clara Construction First Mortgage: $11,500,000

@ ‘ Permanent First Mortgage: $ 2,600,000
COURT PAPER R )

STATE OF CALIFORNIA
STD. 113 (REV. 3-95)

OSP 98 10924
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1 Resolution 03-25
2 Page 2 .

3

2. The Executive Director, or in his/her absence, either the Chief Deputy Director
4 or the Director of Multifamily Programs of the Agency is hereby authorized to increase the
mortgage amount so stated in this resolution by an amount not to exceed seven percent (7%)
without further Board approval.
6
3. All other material modifications to the final commitment, including
7 increases in mortgage amount of more than seven percent (7%), must be submitted to this
Board for approval. "Material modifications" as used herein means modifications which, when
made in the discretion of the Executive Director, or in his/her absence, either the Chief Deputy
g Director or the Director of Multifamily Programs of the Agency, change the legal, financial or
public purpose aspects of the final commitment in a substantial or material way.
10
I hereby certify that this is a true and correct copy of Resolution 03-25 adopted at a duly
11 constituted meeting of the Board of the Agency held on May 15, 2003, at Burbank, California.

12
13

ATTEST:
14 Secretary

15 B
16 7'
17
18
19
20
"
22 -
23
24
25
26
27

@

COURT PAPER :
STATE OF CALIFORNIA .
STD. 113 (REV. 3-95)

OSP 98 10924
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Mission Gateway
Union City, Alameda County, CA
CalHFA # 03-035-N

SUMMARY

This is a final commitment request for tax-exempt, permanent loan financing in the amount of
Six Million Five Hundred Seventy-Five Thousand Dollars ($6,575,000), and lender loan
financing in the amount of Eighteen Million, Five Hundred Fifteen Thousand Dollars
($18,515,000). Security for the loans will be a 121-unit, newly constructed family apartment
community. The property will be owned by MP Mission Associates, a limited partnership, whose
general partner is Mid-Peninsula Coastside, Inc., a wholly owned non-profit affiliate of Mid-
Peninsula Housing Coalition.

The Mission Gateway development will provide 121 units of attractive affordable housing,
including one, two, three and four bedroom units, plus 3,000 square feet of neighborhood
commercial space on a 4.3 acre site. The development will consist of 2 and 3 story elements on
concrete podiums, above parking submerged a half story below grade.

LOAN TERMS
Permanent
First Mortgage $6,575,000
Interest Rate 5.4%
Term 30 year fixed, fully amortized
'Financing Tax-exempt
Insurance ’ FHA Risk Share

The Agency's permanent first mortgage loan will be insured under the FHA Risk Share program,
and the final commitment will be conditioned upon HUD final approval of Risk Share.

Loan to Lender

Loan Amount $18,515,000

Interest Rate 3%, fixed

Term 18 Months, interest only
Financing Tax-exempt
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LOCALITY INVOLVEMENT

The Redevelopment Agency of the City of Union City will be providing a land loan donation
valued at $6,100,000, and a 3% residual receipts loan of $2,750,000 for a term of 40 years,
pursuant to the Disposition, Development and Loan Agreement executed in November 2002.

OTHER FINANCING

Mid-Peninsula Housing Coalition (MPHC) has applied for funds from the State of California
Department of Housing and Community Development’s Multi-Family Housing Program, (MHP),
in the amount of $7,000,000. The expected loan term for the MHP funds is 55 years, with a 3%
interest rate. There will be a requlred .42% payment, which is shown m the project cashflow.
The award of these funds is expected in June.

MPHC has also applied for funds in the amount of $1,000,000 from the Federal Home Loan
Bank’s Affordable Housing Program (AHP). These funds are expected to be awarded in June
also. The expected loan term for the AHP funds is 32 years, with a 0% interest rate, and no
required payments. The City, MHP and AHP flnancmg will all be subordinated to the CalHFA
first lien.

PROJECT DESCRIPTION
Project Location

Mission Gateway will be located at the north end of the Union City border along Mission
Boulevard. It will establish a gateway to the Decoto District and provide a significant
architectural landmark for commuters heading south and north on Mission Boulevard, also
known as Highway 238. The project is bound by Whipple Road to the south, which is three
miles from Interstate 880. -

The area immediately around the project is a mix of single and multi-family residential uses. In
close proximity are many commercial establishments on the Mission corridor. There are also
gas stations across Whipple Road on the south, and diagonally across Mission Boulevard at
Tamarack on the north. Numerous schools and parks are nearby. There are two Alameda
County Transit bus routes that run down Mission Boulevard, with a bus stop right in front of the
north end of the project at Tamarack.

There are many shopping areas in the vicinity of the site. There are grocery stores less than
one-quarter mile in either direction on Mission Boulevard. The Fariway Shopping Center is one
mile north on Mission. It contains grocery and drug stores as well as numerous retail stores,
restaurants and offices. The Union Square marketplace is 1.2 miles away on De Coto Road, at
the intersection of Alvarado-Niles Road. It contains more than 35 businesses.

The Tiburcio Vasquez Health Center is less than a half mile away. This is the flagship of a group
of six clinics, and is located within a modern, newly renovated two story structure. They provide
comprehensive primary care and psychosocial services to more than 2,000 patients and provide
an average of 15,000 visits per year — establishing them as a major healthcare provider in the
Southern Alameda County region. The South Alameda County Red Cross office is three blocks
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south along Mission Boulevard. At this facility they provide classes, training and counseling, and
it serves as an emergency center in case of disasters.

There are many parks and schools close by. The closest is Bernard-White Middle School, which
is a one-quarter mile walk away. Emanuela Guy, Jr. Elementary School is also one-quarter mile
away. James Logan High School is exactly one mile away. The parks in the region include EI
Rancho Verde Park, which is two-tenths of a mile away. Taper Park, Garin Regional Park, and
Airway Greens Park are all within two miles of the project. Hayward Municipal Golf Course is
two miles north on Mission Boulevard.

Site

Mission Gateway is a partnering effort between the Redevelopment Agency of the City of Union
City and MPHC to create new housing and business opportunities. The parcels for the
development were identified during the redevelopment process for the Mission Boulevard area as
possible affordable housing sites and the Redevelopment Agency selected MPHC to assist in the
land assemblage and community efforts. The Redevelopment Agency has title to the land and
will be donating the property, pursuant to the executed Development and Disposition Agreement,
at the close of the construction financing. The parcels have been blighted for a number of years,
with abandoned buildings and non-conforming uses. Prior to the transfer of ownership the
Redevelopment Agency will relocate the tenants on the property and clean the site of all
environmental hazards.

The parcels are irregularly shaped with 764 feet of frontage along Mission Boulevard, and are
separated by Dry Creek which runs through the project. The larger 3.62 acre parcel to the north
with Tamarack Drive as its northern boundary, and the smaller triangular shaped parcel to the
south with Whipple Road as its southern boundary, will be connected by an improved sidewalk.
Included in the project scope will be the restoration of Dry Creek which has been poorly
maintained for many years.

Improvements

The Mission Gateway development will provide 121 units of attractive affordable housing including
16 one-bedroom, 58 two-bedroom, 36 three-bedroom and 11 four-bedroom units plus 3,000
square feet of neighborhood commercial space on a 4.3 acre site, on the west side of Mission
Boulevard between Whipple Road and Tamarack Drive.

The development will consist of two and three story structures on concrete podiums, above
parking submerged a half story below grade. There will be a total of four wood-framed buildings,
with stucco siding and clay tile roofs. The three residential buildings will be built on top of the
podium parking structures and will be accessed by one elevator per building from the garage to
the podium level. The project will have 284 parking spaces, 67 of which will be on grade for
visitors, and 217 of which will be in the garage for residents. Eighteen of the on-grade parking
spaces will be for retail use. Between the structures on the podiums there will be extensive open
space and landscaping.

The community building, with the manager’s unit on the second floor, is the fourth: building, and
will be built on a slab at grade. Mission Gateway will have more than 4,000 square feet of
community space, including community rooms with a kitchen, a children’s art room, a computer
lab, and a management office. Other site amenities will include a laundry room in each building,
an on-grade pool, and play area for children including a tot-lot and basketball court.

3
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The 3,000 square feet of neighborhood retail space will be built out to shell condition. It is
expected that this space will contain a beautician’s office, an insurance company, and a
combination video store and delicatessen. No adult videos will be rented and no liquor will be sold
at the video/deli. The costs of the commercial space are approximately $650,000, or less than 2%
of the total development costs, and will be borne by the Redevelopment Agency.

A part time service coordinator will provide links to community resources and educational classes
such as financial literacy, English as a second language, high school equivalency and job search
strategies as needed. An after school homework club and summer enrichment activities for the
children who live at the property will be provided. Other activities will be designed to take into
account the specific needs and desires of the residents.

The apartments will be flats and townhomes with exterior staircases accessing the upper units.
Interior finishes will include carpeting in all the bedrooms, sheet vinyl flooring in the bathrooms,
and vinyl composition tile in the kitchens. Windows will be covered with mini-blinds. The
kitchens will feature gas ranges with ventilated hoods, dishwashers, disposals and laminate
_counter surfaces. The heating system is a forced air hydronic furnace which uses hot water to
heat the air. Ceiling fans will be provided in the living rooms and bedrooms. Many units will
have rear windows facing the creek. '

Unit Mix:
No. of Units | No. of No. of Unit Square
' Bedrooms | Bathrooms | Footage
16 1 1 610
58 2 1 788 - 909
36 3 2 1,169 — 1,220
11 4 2 1,283

Offsite Improvements

The project scope includes replanting of natural vegetation and upgrading the surroundings with
lighting and security fencing to prevent loitering and criminal activity. There will be an upgraded
public walking/bike path along Dry Creek. The partnership will pay for these costs in the estimated
amount of $30,000. The pathway along the creek is owned and controlled by .the Alameda
County Fiood Control District even though the area is not in a floodplain.

The project scope also includes undergrounding the utilities along Mission in front of the site. This
cost of approximately $1,000,000 will be paid for by the Union City Redevelopment Agency.
MARKET

Market Overview

Mission Gateway is located in Union City along Mission Boulevard. Union City, with a current
population of approximately 69,000, is situated in western Alameda County, about 21 miles

southeast of Oakland. The market area for the Mission Gateway project, as defined in the
March 2003 Market Study completed by Laurin Associates, includes all of Union City and a
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portion of southern Hayward. It is roughly a polygon shape bordered by Union City Boulevard to
the west, Thornton Avenue to the south, the City boundary to the east, and Industrial Parkway
West to the north. The market area has a current population of approximately 157,000.
Between 1990 and 2003, Union City had an annual growth rate of 2.3%, while the Mission
Gateway Market Area had an annual growth rate of 1.5%.

Union City had approximately 19,000 households in 2003, while the Mission Gateway Market
Area had approximately 48,700 households. Household growth in Union City increased by 1.8%
annually between 1990 and 2003, while household growth in the Mission Gateway Market Area
increased 1.1% annually during the same period. Average household size in Union City was
3.58 persons in 2003, while average household size in the Mission Gateway Market Area was
3.20 in 2003.

The Market Area’s 2003 median income is estimated at $64,857 compared to the HUD
designated Area Median Income for Alameda County of $76,600.

Housing Demand

The Mission Gateway Market Area renter rate as of 2003 is 31.9%, compared to the renter rate
of 27.8% in Union City. The home ownership rates are 68.1% and 72.2% in the Mission
Gateway Market Area and Union City respectively. According to the 2000 Census, 38.8% of the
renter households in Union Clty, and 40.5% of the households in Alameda County, were paying
more than 30% of their gross income towards rent,

According to the market study there is a current demand for 5,154 family rental units in the
Mission Gateway Market Area targeting households with incomes between 35% SMI and 60%
AMI. The project will need to capture between 1.5% and 3.3% (depending on unit size) of the
existing demand to fill the project.

Housing Supply

According to the 2000 Census, 75.9% of the housing units in Union City were single family,
19.2% were multifamily, and 4.9% were mobile homes. According to the 2000 Census, the
overall vacancy rate for owner and rental housing units was 1.2% in Union City. Laurin and
Associates surveyed twelve market rate complexes with 2,025 units and two income restricted
projects with 155 units. The vacancy rate in the market rate complexes was 2.5%, and there
were no vacancies in the affordable projects.

According to the Union City Planning Department there are no pending or proposed multifamily
developments planned with the exception of the subject.

PROJECT FEASIBILITY

The subject property offer many amenities such as dishwashers and disposals in the kitchen,
secured parking, a laundry room, a pool, and basketball and volleyball courts on site. These
amenities are similar to the market rate projects surveyed in the area. The subject will provide
ceiling fans instead of central air, which is a feature that five of the twelve market rate
complexes offer. In general the subject has comparable or better amenities than the comparable
market rate projects. The subjects unit sizes are comparable with market rate projects in the
area.
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Market rate rents for comparable properties in the Union City Market Area range as follows: .
from $980 to $1,260 for a one-bedroom unit; $1,212 to $1,350 for a two-bedroom unit; and

$1,595 to $2,000 for a three-bedroom unit. The four bedroom unit rent below is based on

surveys of single family homes in the area, and the average rent per square foot for market rate

units in the market area.

Rent Differentials (Market versus Restricted)

Unit Type Subject | Market Rate | $ Difference | % Market

One Bedroom $1,157

35% $356 $801 31%

40% NA NA NA

50% $711 $446 61%

60% $861 $296 74%
Two Bedroom $1,437

35% $424 $1,013 30%

40% $670 $767 47%

50% - $850 $587 59%

60% $1,030 $407 72%
Three Bedroom $1,823

35% $485 $1,338 27%

40% $769 $1,054 42%

50% $977 $846 54%

60% $1,185 $638 65%
" Four Bedroom $1,939

35% $612 $1,327 32%

40% NA “NA NA

50% $1,088 $851 56%

60% $1,320 $619 68%

Estimated Lease-up Period

Presuming that a comprehensive marketing program is initiated, models are available for
preview, and the on site manager will be available to assist in the rent-up while the project is
being completed, Laurin Associates estimates that the complex can reach 95% occupancy in
approximately eight months. Since the construction term is three months longer than the
expected completion date, a rent-up reserve for five months is required in the form of a letter of
credit at permanent loan closing. :
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OCCUPANCY RESTRICTIONS

CalHFA: - 20% (24) of the units will be restricted at 50% or less of AMI
The CalHFA Regulatory Agreement will be for a term of 32 years.

Redevelopment 40% of the units (48) will be restricted at 40% or less AMI
Agency: 8% of the units (10) will be restricted at 50% or less AMI
52% of the units (62) will be restricted at 90% or less AMI

TCAC: ‘ 80% of thé units (96) will be restricted at 60% or less AMI

MHP: 35% of the units (42) will be restricted at 35% or less SMI
5% of the units (6) will be restricted at 40% or less AMI
30% of the units (36) will be restricted at 50% or less AMI
30% of the units (36) will be restricted at 60% or less AMI

AHP: 35% of the units (42) will be restricted at 35% or less SMI
5% of the units (6) will be restricted at 40% or less AMI
30% of the units (36) will be restricted at 50% or less AMI
30% of the units (36) will be restricted at 60% or less AMI

ENVIRONMENTAL

A Phase | Environmental Assessment report was completed by Brown and Caldwell in May
2001 for the City of Union City, and encompasses a larger area than just the Mission Gateway
site. Currently there are several retail stores, a mobile home park, and several single family
homes on the two subject parcels. One retail store on the site, the Fast Stop Market, is listed on
the leaking underground storage tank database. The monitoring well located there was used for
petroleum hydrocarbon leak detection monitoring of the property’s former USTs. As of the date
of this Phase |, the Fast Stop Market site was under investigation. In addition to the monitoring
well at the Fast Stop site, there is a groundwater supply well on the subject parcel at 33315 -
33345 Mission Boulevard. Brown and Caldwell recommends properly abandoning these wells in
accordance with state and local requirements prior to redevelopment.

The site has been used for agriculture and surface soil sampling is recommended. Former
wastewater leach lines are present on site, on a lot which was formerly used to store
automobiles. Brown and Caldwell recommended assessing whether fuels and oils may have
been discharged into the leach lines by sampling the soil along the lines for petroleum
hydrocarbons.

A Soil and Groundwater Sampling Investigation was completed in November 2001 by Brown
and Caldwell. On the site of the former auto sales dealer there were numerous abandoned
vehicles, two mobile homes and one commercial building. A former leach line is present on this
property, which appears to have been used for domestic wastewater. Brown and Caldwell
sampled the soil along the line to determine whether fuels and oils from the property’s vehicle
maintenance activities may have been discharged into the leach line. The site vicinity was
extensively used for agriculture prior to the 1950’s; thus residual pesticides may be present in
the surface soil. Brown and Caldwell sampled the soil at the former auto sales dealer site.
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Three deep and three shallow borings were advanced for soil collection at the former auto sales
dealer site, and were analyzed for pesticides, lead, arsenic, TPH, VOC, BTEX, petroleum oil
and grease, and automotive metals. Two pesticides, lead and arsenic were detected in the
surface soils, but at concentrations below the EPA Preliminary Reduction Goal, (PRG), and
below the acceptable levels for residential soil. TPH-D, petroleum oil and grease were found in
the subsurface soils, in addition to automotive metals at concentrations below residential soil
PRG’s. Except for the petroleum oil and grease, no chemicals of concern were detected above
regulatory action levels in soil samples collected from borings adjacent to the former leach line
at the site of the former auto sales dealer. Brown and Caldwell concludes that the excavation of
soil impacted with petroleum oil and grease may be warranted during future construction on the

property.

Prior to the transfer of ownership the City will relocate the tenants on the property, and clean the
site of all environmental hazards. A new Phase | will be completed after the City accomplishes
these tasks. Final asbestos reports, a seismic risk evaluation and NEPA review will also be
ordered. A condition of the final commitment will be satisfactory review of these documents by
.CalHFA and its environmental consultant, URS. A condition of the Lender Loan closing will be
that the site is clear of all environmental hazards, as evidenced by an updated Phase | and a
Phase Il investigation if necessary.

ARTICLE XXXIV

A satisfactory opinion letter will be required prior to Loan to Lender funding.

DEVELOPMENT TEAM
Borrower - MP Mission Associates

The property will be owned by MP Mission Associates, a limited partnership, whose general
partner is Mid-Peninsula Coastside, Inc., a wholly owned non-profit affiliate of Mid-Peninsula
Housing Coalition, (“MPHC"). MPHC was founded in 1970 as a private non-profit developer of
low income rental housing on the San Francisco Bay Area Peninsula, an area that includes
some of the country’s highest median home prices and apartment rents. "MPHC has developed
over 80 affordable family and senior projects, and has never had a project in default.

CalHFA has a long history with MPHC, and has financed twelve MPHC developments totaling
1,133 units beginning in 1982. These projects include acquisition/rehabilitation, preservation
and new construction developments. Projects financed over the past few years include
Runnymeade Gardens, Gateway Apartments, Riverwood Grove Apartments, Homestead Park
and Country Hills.

Mid-Peninsula has provided supportive services to its residents throughout its history as part of
its overall mission. In 1993 MPHC established its own Services Department, and in 2000 it
created its second major affiliated partner, the Mid-Peninsula Housing Services Corporation
("MPHSC”). The goal of MPHSC is to help individuals and families meet their own needs that
extend beyond that of basic shelter by assisting them in achieving self-sufficiency and a higher
quality of life.
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MPHSC has established a number of on-site programs to achieve this goal including in-home
health care information and referral; nutrition and health education; addiction referral and
support; community development activities; access to benefits, vocational and employment
support; and other resources. MPHSC usually works with service partners and community
agencies that provide specialized services to residents who may need them to live
independently. A services coordinator also oversees MPHSC's Educational Program which is
available to residents from age six. After school programs, summer enrichment programs and a
computer based educational program are available for children and adults.

Management Agent - Mid-Peninsula Housing Management Corporation

MPHC's non-profit affiliate, Mid-Peninsula Housing Management Corporation (“MPHMC”) will
manage Mission Gateway. Established in 1981, MPHMC currently manages nearly 70
affordable housing developments in Northern California with well over 5,000 units. MPHMC's
management plan for the development will be drawn based on MPHMC’s Manual of Policies
and Procedures and will reflect the requirements of the Low-Income Housing Tax Credit and
other financing programs.

Architect - Dahlin Group Inc.

Founded in 1976 by Doug Dahlin, AlA, Dahlin Group Inc. is led by a management team of nine
principals and employs over 100 professionals, including architects, planners, designers,
illustrators and administrators. Mr. Jim Yee, Senior Project Manager at Dahlin, with 25 years
experience as a designer, will be working on the Mission Gateway project. He has personally
designed 13 affordable housing projects with nearly 1,100 units.

~ Contractor - J.R. Roberts Corp.

J. R. Roberts Corp. is a general building and engineering firm headquartered in Citrus Heights,
California. J. R. Roberts Corp., founded in 1980, is the largest locally owned general contractor
in the Sacramento region, and is ranked within the top 200 contractors in the nation by
Engineering News Record magazine. In its 23 years of business, J. R. Roberts Corp. has
constructed and managed numerous projects throughout the western part of the United States,
with a total value of almost three billion dollars, utilizing a management staff of professional
architects and engineers. In the past five years J. R. Roberts Corp. has completed six affordable
multi-family housing developments with over 900 units, and fourteen market rate multi-family
housing developments with nearly 2,500 units.



Project Summary
25 8 Date: 15-May-03
Project Profile: | ’

Project : Mission Gateway Units 121

Location: 33000 Mission Blvd, All appraisal numbers are estimates only  Handicap Units 6
Union City 94587 Cap Rate: 8.00% Estimate Bidg Type Flats & Townhomes
County: Alameda Market: $0 Number of Buildings 4
Borrower: MP Mission Associates Income: $0 Stories 3
GP: Mid-Peninsula Coastside, inc. Final Value: $19,300,000 Estimate Gross Sq Ft 120,000
LP: 0 Land Sq Ft 4.3 acres
Program: Tax Exempt LTCATV: Units/Acre 28
CalHFA #: 03-035-N Loan/Cost 18.8% Total Parking 284
Loan/Value 34.1%  Estimate Covered Parking 217

Financing Summary:

CalHFA First Mortgage $6,575,000 $54,339 5.40% 30
HCD- MHP . $7,000,000 $57,851 3.00% 55
Union City Redevelopment Agency Land Donation $6,100,000 $50,413 0.00% -
Union City Redevelopment Agency " $2,750,000 $22,727 3.00% 40
FHLB - AHP $1,000,000 $8,264 0.00% 30
Deferred Developer Fee i $988,209 $8,167

Sponsor Equity $0 -
Investor Contribution $10,545,510 $87,153 -
CalHFA - Lender Loan - Tax-exempt $18,515,000 $153,017 3.00% 18 months |

Tbedroom| 7| 356 0 0 4 71| 5 861 0 "0 16
2 bedroomi 15 424 3 670 21 850 18 1030 1 0 58
3 bedroomj 14 485 3 769 8 977 11 1185 (4] 0 _36
4 bedroom 6 612 0 0 3 1088 2 1320 0 0 11
subtotal 42 6 36 36 1
* net rent 121

Fees, Escrows, and Reserves:

Fees Basis of Requirements Amount  Security

Loan fees 1.00% Lender Loan & 0.50% of Pern  $218,025 Cash

Escrows

Bond Origination Guarantee : 1.00% of Loan Amount $185,150 Letter of Credit

inspection fee $1,500 x months of construction $19,500 Cash

Construction Defect 2.50% of Hard Costs $435,450 Letter of Credit

Reserves

Rent-up Reserve 42.00% of Total Expenses $230,685 Letter of Credit

Operating Expense Reserve 10.00% of Gross income $113,056 Cash

Annual Replacement Reserve Deposit $350 per unit $42,350 Operations
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Sources and Uses Mission Gateway

Name of Lender / Source Amount % of Sources $ per unit
CalHFA First Mortgage 6,575,000 19% 54,339
"HCD- MHP 7,000,000 20% 57,851
Union City Redevelopment Agency Land Donatic 6,100,000 17% 50,413
Union City Redevelopment Agency 2,750,000 8% 22,727
Other Loans 1,000,000 3% 8,264
Total Institutional Financing 23,425,000 67% 193,595
Equity Financing _

Tax Credits 10,545,510 30% 87,153
Deferred Developer Equity 988,209 3% 8,167
Total Equity Financing 11,533,719 33% 95,320
TOTAL SOURCES 34,958,719 100% 288,915

% of Uses .

- Acquisition 6,403,500 18% 52,921
Rehabilitation 0 ‘0% 0
New Construction 19,682,323 56% 162,664
Architectual Fees 738,336 2% 6,102
Survey and Engineering 75,000 0% 620
Const. Loan Interest & Fees 1,432,125 4% 11,836
Permanent Financing 248,025 1% 2,050
Legal Fees 70,000 0% 579
Reserves 176,873 1% 1,462
Contract Costs and Marketing 150,000 0% 1,240
Construction Contingency 1,911,742 5% . 15,800
Local Fees 1,772,188 5% 14,646

. TCAC/Other Costs 219,516 1% 1,814
PROJECT COSTS 32,879,628 94% 271,732
Developer Overhead/Profit 2,059,091 6% 17,017
Construction Management 20,000 0% 165
TOTAL USES 34,958,719 100% 288,915
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Annual Operating Budget Mission Gateway .

$ per unit
INCOME:
Total Rental Income S 1,121,844 9,271
Laundry : 8,712 72
Other Income 0 -
Commercial/Retail 0 -
Gross Potential Income (GPI) 1,130,556 9,343
Less:
Vacancy Loss 56,528 467
Total Net Revenue 1,074,028_ 8,876
EXPENSES:
Payrol 191,440 1,682
Administrative : 91,460 756
Utilities 96,000 793
Operating and Maintenance 63,000 521
Insurance and Business Taxes 65,000 537
Taxes and Assessments 0 -
Reserve for Replacement Deposits 42,350 350
Subtotal Operating Expenses 549,250 4,539
Financial Expenses
Mortgage Payments (1st loan) 443,048 3,662
Total Financial . 443,048 3,662
Total Project Expenses 992,298 8,201




Markét Rent Increase

0 0 0 0 0 0
Market Rents 0 0 0 0 0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 1,121,844 1,149,890 1,178,637 1,208,103 1,238,306 1,269,264 1,300,995 1,
TOTAL RENTAL INCOME 1,121,844 1,149,890 1,178,637 1,208,103 1,238,306 1,269,264 1,300,995 1,
OTHER INCOME )
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 8,712 8,930 9,153 9,382 9,616 9,857 10,103
Other Income 0 0 0 0 -0 0 0
TOTAL OTHER INCOME 8,712 8,930 9,153 9,382 9,616 9,857 10,103
GROSS INCOME 1,130,556 1,158,820 1,187,790 1,217,485 1,247,922 1,279,120 1,311,098 1,
Vacancy Rate : Market 0 0 0 o 0 o 0
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss 56,528 57,941 59,390 60,874 62,396 63,956 65,555 |
EFFECTIVE GROSS INCOME 1,074,028 1,100,879 1,128,401 1,156,611 1,185,526 1,215,164 1,245,543 1,
OPERA1_’ING EXPENSES
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Expenses 506,900 527,176 548,263 570,194 593,001 616,721 641,390
Replacement Reserve 42,350 42,350 42,350 42,350 42,350 44,468 44,468
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 0 0 0 0 0 0 0
‘TOTAL EXPENSES 549,250 569,526 590,613 612,544 635,351 661,189 685,858
NET OPERATING INCOME 524,778 531,353 537,788 544,067 550,175 553,975 559,686
DEBT SERVICE _
CalHFA - 1st Mortgage 443,048 443,048 443,048 443,048 443,048 443,048 443,048
CASH FLOW after debt service 81,730 88,305 94,740 101,020 107,127 110,928 116,638
DEBT COVERAGE RATIO 1.18 1.20 1.21 1.23 1.24 125 1.26
MHP pymt 7,000,000 29,400 29,400 29,400 29,400 29,400 29,400 29,400
DEBT COVERAGE RATIO - MHP 1.1 1.12 1.14 1.15 1.16 1.17 1.18



ear

ear

1.25

Market Rent Increase 0 0 0 0 0 0

. Market Rents 0 0 0 0 0 0 0

" Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2
Affordable Rents 1,436,055 1,471,957 1,508,755 1,546,474 1,585,136 1,624,765 1,665,384 1,707,
TOTAL RENTAL INCOME 1,436,055 1,471,957 1,508,755 1,546,474 1,585,136 1,624,765 1,665,384 1,707,
OTHER INCOME |
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.
Laundry 11,152 11,431 11,717 12,010 12,310 12,618 12,933 13,
Other Income 0 0 0 0 0 0 0
TOTAL OTHER INCOME 11,152 11,431 11,717 12,010 12,310 12,618 12,933 13,
GROSS INCOME 1,447,207 1,483,387 1,520,472 1,558,484 1,597,446 1,637,382 1,678,317 1,720,
Vacancy Rate : Market 0 0 0 0 0 0 0
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.
Less: Vacancy Loss _ 72,360 74,169 76,024 77,924 79,872 81,869 83,916 86,
EFFECTIVE GROSS INCOME 1,374,847 1,409,218 1,444,449 1,480,560 1,517,574 1,555,513 1,594,401 1,634,
OPERATING EXPENSES )
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.
Expenses _ 750,336 780,349 811,563 844,026 877,787 912,898 949,414 987,
Replacement Reserve 46,691 46,691 46,691 46,691 46,691 49,025 49,025 49,
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.
Taxes and Assessments 0 0 0 0 0 0 0 |
TOTAL EXPENSES 797,027 827,040 858,254 890,717 924,478 961,924 998,440 1,036,
NET OPERATING INCOME 577,820 582,178 586,194 589,843 593,096 593,589 595,961 597,:
DEBT SERVICE |
CalHFA - 1st Mortgage 443,048 443,048 443,048 443,048 443,048 443,048 443,048 443,
CASH FLOW after debt service 134,772 139,130 143,147 146,795 150,048 150,542 152,913 154,
DEBT COVERAGE RATIO 1.30 1.31 132 1.33 1.34 134 135 '
MHP pymt 7,000,000 29,400 29,400 29,400 29,400 29,400 29,400 29,400 29
DEBT COVERAGE RATIO - MHP 1.22 1.23 1.24 1.26 1.26 1.26 ‘
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Year 21 Year 22 Year 23 Year 24 Year 25 Year 26 Year 27
Market Rent Increase 0 0 0 0 0 0 0
Market Rents 0 0 0 0 0 0 0
Affordable Rent Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Affordable Rents 1,838,272 1,884,229 1,931,335 1,979,618 2,029,108 2,079,836 2,131,832 2,1
TOTAL RENTAL INCOME 1,838,272 1,884,229 1,931,335 1,979,618 2,029,108 2,079,836 2,131,832 2,1
OTHER INCOME
Other Income Increase 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Laundry 14276 14,633 14,998 15,373 15,758 16,152 16,555
Other Income 0 0 0 0 0 0 0
TOTAL OTHER INCOME 14,276 14,633 14,998 15,373 15,758 16,152 16,555
GROSS INCOME 1,852,548 1,898,861 1,946,333 1,994,991 2,044,866 2,095,988 2,148,387 2,2
*Vacancy Rate : Market 0 0 0 0 0 0 0
Vacancy Rate : Affordable 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Less: Vacancy Loss 92,627 94,943 97,317 99,750 102,243 104,799 107,419 1
EFFECTIVE GRQSS INCOME 1,759,920 1,803,918 1,849,016 1,895,242 1,942,623 1,991,188 2,040,968 2,(
OPERATING EXPENSES
Annual Expense Increase 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% - 4.00%
Expenses 1,110,680 1,155,108 1,201,312 1,249,364 1,299,339 1,351,312 1,405,365 1,
Replacement Reserve 51,477 51,477 51,477 51,477 51,477 54,051 54,051
Annual Tax Increase 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Taxes and Assessments 0 0 0 0 0 0 0 |
TOTAL EXPENSES 1,162,157 1,206,584 1,252,789 1,300,841 1,350,816 1,405,363 1,459,415 1,
NET OPERATING INCOME 597,763 597,334 596,228 594,401 591,807 585,825 581,552 5
DEBT SERVICE .
CalHFA - 1st Mortgage 443,048 443,048 443,048 443,048 443,048 443,048 443,048 v
CASH FLOW after debt service 154,715 154,286 153,180 151,353 148,759 142,777 138,505 1
DEBT COVERAGE RATIO 135 1.35 1.35 134 1.34 1.32 1.31
MHP pymt 7,000,000 29,400 29,400 29,400 29,400 29,400 29,400 29,400
DEBT COVERAGE RATIO - MHP 1.27 126 1.26 125 1.24 1.23
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RESOLUTION 03-26

RESOLUTION AUTHORIZING A FINAL LOAN COMMITMENT

WHEREAS, the California Housing Finance Agency (the "Agency") has received
a loan application from MP Mission Associates, a limited partnership, (the "Borrower"),
seeking a loan commitment under the Agency's Loan-to-Lender and Tax-Exempt Loan
Programs in the mortgage amounts described herein, the proceeds of which are to be used
to provide financing for a 121-unit multifamily housing development located in the City of
Union City to be known as Mission Gateway (the "Development"); and

WHEREAS, the loan application has been reviewed by Agency staff which has
prepared its report dated May 15, 2003 (the "Staff Report") recommending Board approval
subject to certain recommended terms and conditions; and

WHEREAS, Section 1.150-2 of the Treasury Regulations requires the Agency, as
the issuer of tax-exempt bonds, to declare its reasonable official intent to reimburse prior
expenditures for the Development with proceeds of a subsequent borrowing; and

WHEREAS, on April 8, 2003, the Executive Director exercised the authority
delegated to her under Resolution 94-10 to declare the official intent of the Agency to
reimburse such prior expenditures for the Development; and

WHEREAS, based upon the recommendation of staff and due deliberation by the
Board, the Board has determined that a final loan commitment be made for the
Development.

NOW, THEREFORE, BE IT RESOLVED by the Board:

1. The Executive Director, or in his/her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute and deliver a final commitment letter, subject to his/her recommended terms and
conditions set forth in the CHFA Staff Report, in relation to the Development described
above and as follows:

PROJECT DEVELOPMENT NAME/ NUMBER MORTGAGE

- NUMBER LOCALITY OF UNITS AMOUNT
03-035-N  Mission Gateway 121 First Mortgage: $ 6,575,000
Union City/Alameda Loan-to-Lender: $18,515,000




1 Resolution 03-26
o Page?2
3 ,
2. The Executive Director, or in his/her absence, either the Chief Deputy
4 Director or the Director of Multifamily Programs of the Agency is hereby authorized to increase
5 the mortgage amount so stated in this resolution by an amount not to exceed seven percent (7%)
and modify the interest rate charged on the Loan-to-Lender loan based upon the then cost of
¢ - funds without further Board approval.
7 3. All other material modifications to the final commitment, including increases
in mortgage amount of more than seven percent (7%), must be submitted to this Board for
8  approval. "Material modifications” as used herein means modifications which, when made in
9 © the discretion of the Executive Director, or in his/her absence, either the Chief Deputy Director
- or the Director of Multifamily Programs of the Agency, change the legal, financial or public
10 _ purpose aspects of the final commitment in a substantial or material way.
11 [ hereby certify that this is a true and correct copy of Resolution 03-26 adopted at a duly
12 constituted meeting of the Board of the Agency held on May 15, 2003, at Burbank, California.
13-
14 ATTEST:
; Secret
15 ° Y
16 -
17 -
18 -
19
20 .
21
22
23 .
24 .
25
26 )
27
cou F@APER
STATE OF CALIFORNIA
STD. 113 (REV. 3-95)
OSP 98 10924
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Linden Manor Apartments
Riverside, Riverside County, CA
CalHFA # 03-018-S

SUMMARY

This is a final commitment request for tax-exempt permanent loan financing in the amount of
Three Million Eight Hundred Sixty Thousand Dollars ($3,860,000); taxable permanent loan
financing in the amount of Five Hundred Fifty-Six Thousand Dollars ($556,000), and a Housing
and Urban Development (“HUD”) Interest Reduction Payment (“IRP") loan in an amount not to
exceed Nine Hundred Seventy-Five Thousand Dollars ($975,000). Security for the permanent
loans will be an existing 192-unit family apartment community in Riverside, Riverside County,
California. The IRP loan will be secured by way of assignment of an Interest Reduction
Payment Agreement by and between the project owner and HUD.

These loans will be combined to refund existing bonds issued through CSCDA in 1998.

The property will be owned by Riverside Gardens Preservation Limited Partnership, a California
limited partnership, whose managing general partner is Housing Corporation of America, a Utah
non-profit corporation, and whose administrative general partner is Riverside Gardens
Preservation, L.L.C., a California limited liability company.

Linden Manor, constructed in 1970, consists of 17, two-story walk-up buildings of wood frame
and stucco construction. The property was acquired by the current ownership entity in 1998, at
which time it was rehabilitated through the utilization of Low Income Housing Tax Credits. The
property has an Interest Reduction Payment (“IRP”) Agreement with HUD which provides to the
project a monthly annuity payment through June 2012. Linden Manor was the first “236 de-
coupling” loan structure approved by HUD. The California Housing Finance Agency (“CalHFA”
or “Agency”) currently acts as IRP administrator.

. LOAN TERMS
Permanent

Tax Exempt $3,860,000
Interest Rate 5.4%
Term : 30 year fixed, fully amortized
Financing Tax-exempt
Insurance FHA Risk Share
Taxable $556,000
Interest Rate 6.5%
Term 30 year fixed, fully amortized
Financing Taxable

Insurance : FHA Risk Share
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The Agency’s permanent first mortgage loan(s) will be insured under the FHA Risk Share .
program. .

Interest Reduction Payment Loan

IRP Loan (not to exceed) , $975,000

Interest Rate 5.4%

Term (subject to adjustment) 8 