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THE CITY OF SAN DIEGO

AFFORDABLE HOUSING COLLABORATIVE
EXECUTIVE LOAN COMMITTEE

AGENDA
THURSDAY, MAY 27,2010
3:00pM — 5:00pPM

C1viCc CENTER PLAZA
1200 THIRD AVENUE, SUITE 1400, LARGE CONFERENCE ROOM
SAN DIEGO, CALIFORNIA 92101

1. Roll Call

2. Approval of Minutes
June 25, 2009

3. Public Comment — 3:10pm (Time Certain)
Public comment may be made on any subject in the Committee’s area of responsibility.
Presenters have three (3) minutes to address the Committee.

4. Administrative Items
a. Conflict of Interest Declarations
b. Request for Agenda Revisions (continuances, change in order, etc.)

5. Mercado del Barrio
Recommendation requested for Agency subsidy of mixed-use project with affordable housing
units within Barrio Logan Redevelopment Project Area. Presented by City Redevelopment
Division staff: Xavier Del Valle, Project Manager.

6. Expenditure of Low- and Moderate-Income Housing Fund Transaction Guidelines
Recommendation requested for implementation of updates to Expenditure of Low- and
Moderate-Income Housing Fund Transaction Guidelines. Presented by City Redevelopment
Division staff: Michele St. Bernard, Project Manager.

- more -



7. General Discussion
a. Committee Administrative Items and/or Non-Agenda Comment
b. Staff Announcements
i. 2010 Affordable Housing Bond Issuance by Redevelopment Division
c. Collaborative Project Spreadsheet/Tax Credit Spreadsheet/Line of Credit Update

8. Next Meeting Date — June 24, 2010

9. Adjournment — 5:00pm (Time Certain)
Unfinished business shall be tabled and placed on the agenda of the following meeting.

AFFORDABLE HOUSING COLLABORATIVE
A collaboration of the City of San Diego Redevelopment Agency (City Planning & Community
Investment Department/Redevelopment Division, Southeastern Economic Development Corporation, and
Centre City Development Corporation) and the San Diego Housing Commission

THIS INFORMATION WILL BE MADE AVAILABLE IN ALTERNATE FORMATS UPON REQUEST.

To request an agenda in an alternate format, or to request a sign language or oral interpreter for the meeting, contact
Ulysses Panganiban, Assistant Project Manager, at least five (5) working days before the meeting at (619) 236-6261 or
UPanganiban@sandiego.gov to ensure availability. Assistive Listening Devices (ALDs) are available
for the meeting upon request.



http://www.sandiego.gov/redevelopment-agency/ah.shtml#collaborative
mailto:UPanganiban@sandiego.gov
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THE CITY OF SAN DIEGO

AFFORDABLE HOUSING COLLABORATIVE
EXECUTIVE LOAN COMMITTEE

MINUTES
THURSDAY, JUNE 25, 2009
3:00pM —5:00PM

C1vic CENTER PLAZA
1200 THIRD AVENUE, SUITE 1400, LARGE CONFERENCE ROOM
SAN DIEGO, CALIFORNIA 92101

1. Roll Call
Members Present: Cruz Gonzalez, William Shaw (chair), Sam Guillen (alternate for Sal Salas)
Members Absent: William Anderson
Other Staff Present: James Davies, Michele St. Bernard, Melissa Garcia, Krissy Toft, Karina Danek,
Ulysses Panganiban, Eri Kameyama
Public Present: Jordan Penn, David Billings, Jay Powell, Manuel Oncina

2. Approval of Minutes
January 22, 2009 — motion to approve (Gonzalez/Guillen, passes, 3-0-0)
April 23, 2009 — motion to approve (Gonzalez/Guillen, passes, 3-0-0)

3. Public Comment
None

4. Administrative Items
None

5. Fairmount 26
Krissy Toft, Project Manager, City Redevelopment Division, presented a request for an allocation of an
amount not to exceed $3,015,000 from the Affordable Housing Opportunity Fund (“Housing Line of
Credit”) for Fairmount 26, an affordable rental housing project located within the City Heights
Redevelopment Project Area. The project site is in close proximity to schools, public transportation, and
the Urban Village. The project would be on approximately 0.71 acre (31,000 square feet) at 3332-3406
Fairmount Avenue. It would consist of 26 affordable 2- to 3-bedroom apartment units in a 4-story
building with 61 parking spaces and approximately 4,100 square feet of commercial/retail space. Onsite
amenities would include 1,295 square feet of classroom space and “green” building technologies, such
as photovoltaic panels and water conservation measures. All rental units would be affordable to
households earning from 30% to 60% of the Area Median Income (AMI). Because two residential units
would be demolished to build the project, a Replacement Housing Plan has been prepared by the



Redevelopment Agency. Members of the development (Fairmount 26, L.P.) were present to respond to
questions from the ELC. There was no public comment on the project.

Questions from the committee and discussion items included:

e What is the rationale for the “high” developer’s fee at 10.2%? The developer’s fee would be
split between the members of the Fairmount 26, L.P. (City Heights Community Development
Corporation and Chelsea Investment Corporation). Approximately $3250,000 of the developer’s
fee would be deferred and be repaid by the project’s operating income over a 10 year period.

e What is the rationale for the general requirements, contractor’s overhead, and contractor’s profit
to be at 14% total? Chelsea Investment Corporation would act as the general contractor. The
14% is a not-to-exceed amount. A revised budget would be submitted.

e What is the tax credit financing situation? Tax credit pricing is currently at 70¢. There is also a
12¢ boost from stimulus funds. The Richmond Group has expressed interest in investing. If tax
credit investors cannot be found, the alternative is to approach Bank of America or do a cash
exchange.

Motion to recommend project for Agency funding (Gonzalez/Guillen, passes, 3-0-0).

6. General Discussion
The status of the Affordable Housing Opportunity Fund was briefly discussed and a spreadsheet
summarizing Opportunity Fund activities was distributed. A preliminary list of County of San Diego tax
credit projects for the 2009 round was passed out and discussed.

7. Meeting Adjourned
Motion to adjourn (Gonzalez/Guillen, passes, 3-0-0)

Draft Prepared: 070709 uip

Final Approved: Revisions to Draft: Double Underlined and ltalic
Motion by: Revisions Prepared: N/A
Committee Vote:



THE City oF SanN Dieco

DATE: May 27, 2010

ATTENTION: Affordable Housing Collaborative Executive Loan Committee

SUBJECT: Estrella del Mercado Project

FUNDING AGENCY: San Diego Housing and the Redevelopment Agency of the City of
San Diego

PROJECT AREA: Barrio Logan — District 8

STAFF CONTACT: Xavier Del Valle, Project Manager, (619) 236-6260 %"5

Robert Chavez, Redevelopment Coordinator, (619) 236-6263 RC

Staff Recommendation

That the Affordable Housing Collaborative Executive Loan Committee recommend to the
Redevelopment Agency and Housing Authority of the City of San Diego an allocation not to
exceed $16.1 million of affordable housing loan funds for the implementation of the Estella del
Mercado Project (Mercado). Of this amount, it is requested that the Housing Authority allocate
$7.0 million and the Redevelopment Agency (Agency) allocate $9.1 million.

Other Recommendations

On July 25, 2006, the Agency approved the establishment of a Line of Credit and pooling of the
Agency’s 20% Low and Moderate Income Housing Set-Aside Funds for new development
projects.

On February 20, 2008, the Barrio Logan Project Area Committee (PAC) unanimousty
recommended that the Agency enter into an Exclusive Negotiation Agreement (ENA) with Shea
Mercado LI.C/ Mercado CIC, LP {Shea/Chelsea) for the Mercado.

On July 3, 2008, the Agency authorized the Executive Director to enter into an ENA with
Shea/Chelsea to initiate due diligence activities for the Mercado.

On May 20, 2009, the Barrio Logan PAC unanimously recommended that the Agency continue
negotiations with Shea/Chelsea for the Mercado. The residents of Barrio Logan and community
stakeholders are generally supportive of the Mercado.

Redevelopment Agency
1200 Third hvenve, Sute 1400, WS 56D @ San Diegs, CA 97101-4110
Tef (819} 236-6700  Fox (619} 5333219
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In September 2009, Agency staff presented the Affordable Housing Collaborative Review Team
{CRT) with project information regarding the Mercado, and requested technical assistance
including project review and underwriting due diligence. The CRT was generally supportive of
the Mercado.

On April 28, 2010, the Barrio Logan PAC voted 8-0-2 in favor of recommending that the
Agency enter into two Disposition and Development Agreements (DDAs) for implementation of
“the Mercado’s retail and affordable housing elements.

On May 18, 2010, the San Ysidro Project Area Committee (PAC) supported staff’s
recommendation by a vote of 5-0-2 to allocate $1.7 million in San Ysidro Project Area 20% Low
to Moderate Income Funds for implementation of the Mercado.

On May 20, 2010, the Planning Commission of the City of San Diego voted 5-0 in favor of
recommending to City Council to 1) certify Addendum No. 203874 to Environmental Impact
Report No. 90-0133, and adopt the Mitigation Monitoring and Reporting Program; 2) approve
Coastal Development Permit 723231, Planned Development Permit No. 723233, and Site
Development Permit No. 723237; and 3) approve Vesting Tentative Map No. 723238, and
Easement Abandonment No, 723239 for the Mercado.

Fiscal Impact

Agency shall convey all land for the Project to Shea for the purchase price of $100 or less, with
no additional public financial assistance required for the retail element. The total amount of
public assistance needed for the affordable housing element is $16.1 million, or $177,000 per
unit, Of this amount, it is requested that the Housing Authority allocate $7.0 million and the
Redevelopment Agency allocate $9.1 million from the following Agency sources: $1.7 million
from San Ysidro Project Area 20% Low to Moderate Income Fund; $5.1 million from North Bay
Project Area 20% Low to Moderate Income Fund; and $2.3 million from North Bay Project Area
Line of Credit (LOC) Pooled Fund. Funding is available from all aforementioned sources in
Fiscal Years 2010 through 2011. Findings of benefit to each project area shall be prepared for the
Agency Board to consider at a later date.

PROJECT BACKGROUND

The Mercado is a critical redevelopment project for the community of Barrio Logan, the City,
and the Agency. The Mercado is the main reason for the adoption of the Barrio Logan
Redevelopment Project Area (Project Area), adopted in May 1991. Since Project Area
formation, the community of Barrio Logan and surrounding neighborhoods has waited patiently
for the development of the Mercado. Regrettably, previous efforts to develop the Mercado over
the years have failed due to weak and untested commercial market conditions at those times.
However, today exists an opportunity to make the Mercado a reality given the right approach.
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Previous Project Proposals

In May 1994, the original Mercado proposal was approved by the Agency under a Disposition
and Development Agreement (DDA) with San Diego Mercado Associates (SDMA). Generally,
the project scope included a commercial strip center anchored by a grocery store. As required
under the DDA, the Agency acquired various parcels that amounted to a 6.8-acre site for the
Mercado, located at Cesar Chavez Parkway, under the Coronado Bay Bridge.

Land acquisition for the project site was financed with a $7.2 million HUD Section 108 Loan
and a $720,000 HUD Economic Development Initiative (EDI) Grant. Total acquisition costs
were approximately $8.3 million, including $490,000 for site remediation and clearance. After
various extensions to the DDA, SDMA was unable to secure an anchor tenant, thus private
financing for the project was unattainable. Consequently, the Agency terminated the DDA and
re-initiated a public process to solicit a new developer.

In November 2000, the Agency approved a DDA (2000 DDA) with the Mercado Alliance LLC
(Alliance) for a second Mercado proposal, similar to the original proposal. Pursuant to the DDA,
Alliance was to construct approximately 103,000 SF of commercial space, including a Hispanic
grocer to anchor the retail center. This Mercado proposal was slated to begin construction in
August 2002 and be completed by August 2003. Regrettably, due to repeated delays and lack of
progress from Alliance, the Agency once again terminated a DDA for the Mercado and re-
initiated the Request for Proposal (RFP) process to find a new developer.

Current Selected Project Proposal

In mid 2006, the Agency issued a Request for Qualifications (RFQ) to solicit developers
interested in the Mercado. The goal was to subsequently issue an RFP to the short-listed
developers selected in the RFQ process. During the RFQ process, two large community
workshops were held in Barrio Logan to give community members and stakeholders an
opportunity to provide input in regards to the planning and visioning of the Mercado site. These
workshops also served to give guidance to any potential RFQ respondents for the preparation of
their RFQ/RFP submittals to the Agency. Unfortunately, due to litigation proceedings
surrounding the Mercado at the time, which will be described later in this report, the RFQ/RFP
process was delayed for several months.

In August 2007, the Agency issued a new RFP to three short-listed development firms, as
authorized by the Superior Court of San Diego. Two development teams including McCormack
Baron Salazar/Primestor Development and Shea Mercado LLC/ Mercado CIC, LP
(Shea/Chelsea) submitted proposals for the Mercado. A selection panel, consisting of
community representatives, Agency, and City staff, was formed to select the winning proposal.
After a series of RFP package reviews, personal interviews, and public presentation evaluations,
the selection panel unanimously voted to recommend that the Agency enter into an Exclusive
Negotiation Agreement (ENA) with Shea/Chelsea for the Mercado. Shea/Chelsea was selected
based on the quality of their proposal, combined experience of both development firms, and their
financial capacity to complete the Mercado. In July 2008, the Agency approved an ENA with
Shea/Chelsea to initiate due diligence activities for the Mercado.
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Since execution of the ENA, Agency staff, with assistance from Keyser Marston Associates
(KMA) and Kane Ballmer and Berkman (KBB), have conducted due diligence for the Mercado
under the ENA. After nearly two years of project team activities including extensive
underwriting review and analyses, site planning, and environmental review, the parties have
negotiated a consensus regarding the scope, schedule, and budget for the Mercado.

PROJECT SITE

The Mercado site (APN 538-511-01 through 09), wholly owned by the Agency, consists of two
vacant City blocks totaling approximately 6.8 acres. The project site is bounded by Cesar
Chavez Parkway to the north, the Coronado Bridge overpass and Chicano Park to the south,
National Avenue to the east, and Main Street to the West, which is herein depicted in Attachment
I — Site Map. The project site has been vacant since the Agency acquired it in the mid-1990’s,
following relocation of occupants and clearance of the site.

Surrounding Area

Considered the “heart” of Barrio Logan, the Mercado site is in close proximity to various public
and neighborhood amenities. The award-winning Mercado Apartments, Chicano Park, and world
famous Chicano Park Murals are located just south of the site. The Cesar Chavez Continuing
Education Center is located east of the site. Industrial uses and the future site of the new
Community College Continuing Education Center is located just west. Commercial and
industrial uses are located north of the site. The project site is also in close proximity to the
Logan Heights Community Health Center, Perkins Elementary School, and the Barrio Station
Community Center. The Logan Heights Branch Library, Memorial Academy Charter School,
and the Memorial Recreation Center are located less than a mile from the site. Lastly, there is a
neighborhood serving retail center, and bay front park within walking distance of the site.

Moreover, an active economic base is located near the Mercado site, including the 32™ Street
Naval Base, Kelco, and the Nassco and Campbell Ship building facilities. The project site is also
uniquely situated to take advantage of mass transit and easy freeway access. Interstate 5 is
located two blocks east of the site, and the Barrio Logan Trolley Station, which provides
transportation connections from the US/Mexico Border to downtown and other connections, is
located approximately one block west of the project site. Just two stops northwest of Barrio
Logan is the San Diego Convention Center, the vibrant Gaslamp Quarter, and Petco Park.

Site Conditions
As a result of soils testing, there is evidence that groundwater is a likely source of Volatile
Organic Compounds (VOC) found in soil vapors. The Mercado, as proposed by Shea/Chelsea,

will not include any major subterranean construction. Therefore, significant mitigation costs are
not anticipated.
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Litigation Tied to Project Site

Subsequent to the execution of the 2000 DDA, the Mercado project site was conveyed in 2003 to
the former developer, Mercado Alliance LLC, for project implementation. Because Mercado
Alliance 1.L.C ultimately did not perform as required under the 2000 DDA, the Agency exercised
its legal rights under the 2000 DDA to regain title to the project site in the Summer of 2006.
Since September 2006, the Agency had been involved in a legal battle with Mercado Alliance
LLC. Generally, both the Agency and Mercado Alliance LLC filed suits and counter-suits for
non-performance as required under the 2000 DDA, After the Agency prevailed in Superior
Court and regained title to the project site in 2007, Mercado Alliance LLC immediately filed an
appeal with the Appellate Court of California, where the case remained for approximately two
years, and which negatively affected legal title for the Mercado property.

Most recently, judgment in the Mercado litigation case became final. As a result, there is no risk
that the California Supreme Court will review the decision of the Appellate Court, which
dismissed the case in favor of the Agency late last year. The Agency has full legal ownership
and site control of the Mercado site. This is an important milestone for the Mercado as clearance
of title removes risk for all stakeholders involved.

PROJECT DESCRIPTION

The Mercado, as proposed by Shea/Chelsea, will provide for a unique commercial and
residential transit-oriented mixed use district. The overall cost for the Mercado is approximately
$58.3 million, not including the conveyance of Agency-owned land. The Mercado is proposed
to include approximately 311,000 GSF of building space comprised of a retail center anchored
by a Latino-themed grocery store, 92 apartment units, and a parking structure. Surface parking,
plaza area, and various amenities including public art elements are also proposed.

Smart growth principals and transit oriented design elements shall be incorporated throughout
the Mercado, including the integration of high quality architecture and materials that will be
compatible with the surrounding built environment. Public amenities shall include art elements,
pedestrian walkways, landscaping, and plazas to highlight the culture of Barrio Logan and
connections to Chicano Park. The Mercado shall also meet or exceed the U.S. Green Building
Council’s requirements for LEED Certification. Further, it is important to note that the Mercado
proposal is reflective of the community’s goals and desires, and consistent with the vision of the
community plan relative to Mercado’s value as a TOD opportunity site.

There are two main parcels within the Mercado project site, which are commonly referred to as
the West and East Parcels. All of the proposed apartment units and associated parking will be
situated on the Mercado’s East Parcel. The following is a more detailed scope of development
for the Mercado, which is herein included as Attachment 2 — Site Plan and Conceptuals:

West Parcel — Approximately 3.5 Acres

e Approximately 51,000 GSF of single-story commercial space to include:
- Type V Construction
36,000 GSF grocer
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- 15,0060 GSF of general retail/restaurant uses
163 parking spaces:
- 130 on-site surface parking spaces

- 33 on-street parking spaces

Common open space inclusive of plaza space, artistic, and landscaping elements

East Parcel — Approximately 3.13 Acres

Approximately 260,000 GSF, comprised of the following:
- Type I and Type V Construction

Mixed-use development with residential over-ground-floor commercial to include:
- 39,000 GSF of general retail, service and restaurant uses
- 140,000 GSF of residential uses
- 81,000 GSF parking structure
- 91 affordable units
- Mix of one-, two-, and three-bedrooms
- Available to households eaming between 30% to 60% AMI
- One three-bedroom manager’s unit
- Residential community room, with public meeting space opportunity

306 parking spaces:

- 208 parking spaces within an above-ground parking structure
- 75 on-site surface parking spaces

- 23 on-street parking spaces

Common open space inclusive of plaza space, artistic, and landscaping elements

The overall parking for the project shall meet or exceed the requirements of the City’s Municipal
Code. Moreover, the project shall include the construction of new curbs, gutters, sidewalks,
driveways, strect trees, water and sewer services, water mains, sewer mains, curb inlets,
pavement, medians, traffic signal improvements, and street striping.

Project Entitlements

On May 20, 2009, the Planning Commission of the City of San Diego voted 5-0 in favor of
recommending to City Council approval of Mercado project entitlements, and environmental
certification, including the following:

1) Certifying Addendum No. 203874 to Environmental Impact Report No. 90-0133, and
adopting the Mitigation Monitoring and Reporting Program;

2) Approving Coastal Development Permit 723231, Planned Development Permit No.
723233, and Site Development Permit No. 723237; and

Page 6 of 15



3) Approving Vesting Tentative Map No. 723238, and Easement Abandonment No. 723239

for the Mercado.

Mercado project entitiements and environmental certification shall be considered by City

Council on June 22, 2010.

DEVELOPMENT TEAM

The following table provides a listing of the Shea/Chelsea team members:

ROLE NERSHIP
Privately held by Shea
Lead Devel Y y
eac Leveloper Contact: Kevin McCook family members and trusts
Affordable Housing Mercado CIC, L.P. (Chelsea) Schmid Family Trust and
Developer Contact: Charles Schmid Chelsea Investment Corp.

Affordable Housing 501 ¢ 3

Pacific Southwest Community
Development Corporation

A California Non-Profit

Non-Profit Partner Contact: Robert W. Laing Benefit Corporation
. Safdie Rabines Architects .
Architect
Contact: Ricardo Rabines Corporation
Landscape Architect Spurlock Poirier Corporation

Contact: Andrew Spurlock

Project Engineer

Project Design Consultants
Contact; Greg Shields

Privately held, employee
owned company

Environmental Engineer

SCS Engineers
Contact: Daniel Johnson

Privately held, employee
owned company

General Contractor — Retail

PCL Construction, Inc.
Contact: Darin Chestnut

Privately held, employee
owned company

General Contractor —
Housing

Emmerson Construction, Inc.
Contract: Charles Schmid

Privately held, affiliate of
Chelsea Investment, Inc.

Retail Leasing

Shea Properties
Contact: Kirll McKee

Privately held by Shea
family members and trusts

(eneral Project Information

The following table includes general project information:

APN #s

538-511-01, 02, 03, 04, 05, 06, 07, 08, 09

Site Area

- Approximately 6.8 acres or 296,000 SF
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Stories/50 FT Max. Height

Single-story for retail on West Parcel; 4-story
housing over ground retail on East Parcel, and
2.5-story above grade parking structure

Construction Type

Type V with Metal Stud for retail; Type V for
residential

Commercial square footage

Approximately 51,000 GSF of commercial
space on the West parcel; approximately
39,000 GSF of general retail, service, and
restaurant uses on the East Parcel

Type of housing (for sale/rental; single-family,
multi-family, senior etc.)

Multi-Family Rental

Total number of units/total square feet

91 affordable units & 1 manager unit
/140,000 SF on the East Parcel

Total number of affordable units/bedrooms at
percent rate of affordability (i.e. 50%, 80%,
120%, etc., of AMI) and approximate unit size

Affordability Mix:

10 units @ 30% AMI
10 units @ 40% AMI
10 units @ 45% AMI
38 units @ 50% AMI
23 units @ 60% AMI

1 manager unit

Unit Sizes:

15 one bedroom units at 549 SF

4 one bedroom shopkeeper units at 898 SF
40 two-bedroom units at 876 SF

33 three bedroom units at 1,010 SF

Number of market rate units/bedrooms

None — 100% Affordable

Projected Rental Rates

$460 to $1,118 / Unit

Market Rents for Like-Sized Units in Area

$745 to $1,200 / Unit

Inclusionary Housing Ordinance Compliance

In compliance - 91 affordable units

Project density (in units/acre)

30 units per acre

Density of adjacent blocks (in units/acre)

The adjacent properties are a mix of
residential, commercial, industrial, and public
uses. The adjacent 144-unit Mercado
Apartments have a density of 34 units/acre.
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Affordable Housing Impact

The following table includes detailed information regarding the affordable housing units:

30% AMI 3 $460
40% AMI 4 $615
One Bedroom 549 SF $5
45% AMI 4 $692
50% AMI 4 $744
g;‘jpig:;‘;?m 898 SF 60% AMI 4 $894 $5
30% AMI 3 $552
40% AMI 3 $737
Two Bedrooms 876 SF 45% AMI 3 $830 $6
50% AMI 22 $837
60% AMI 9 $1,005
30% AMI 4 $638
40% AMI 3 $853
Three Bed 1.010 SF 457% AMI 5 5930 $6
ree bedrooms ’ 50% AMI 12 $930
60% AMI 10 $1.118
MGR 1 N/A

Mixed-Use Project

The following table includes information regarding the mixed use project:

1 Approximately 51,000 GSF of commercial space (36,000

' ?\on esrden 1l comp. onent Of GSF grocer and 15,000 GSF of general retail/restaurant

?orsg:fz Sfer:::ile z?g czqet:;e uses) on the West Parcel, and 39,000 GSF of general retail,

service, and restaurant uses on the East Parcel,

The Mercado shall result in the creation of 500 permanent
jobs, 223 construction jobs, and 201 short term jobs. The
development of the housing element of the Mercado shall
provide for affordable housing opportunities for future
employees of the Mercado.

Housilig demand to be
created by project
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Feasnb:htyfdesxrablhty of
addmg a housmg comp
r 'to pmjec '

w71 Development of the Mercado is consistent with the Barrio
-1 Logan Redevelopment Project Area goals of 1)
*: | reconstituting the community as a viable mixed use area
| with compatible land use patterns, and 2) expanding the
| community’s supply of housing, with priority on
| opportunities for very low to moderate income households.

baiante in area :

| Descrip tlon Of jebs/housmg ‘| number of the future population growth in the region is

_': | projected to be in the urban core. Adjacent downtown
| neighborhoods such as Barrio Logan could benefit from this

| The community of Barrio Logan has an estimated 4,000
| residents, and the Barrio Logan Community Planning Area
-{ has an estimated 9,500. With the high cost of gasoline and

downtown living becoming more fashionable, a significant

shift of living in urban neighborhoods, and the development

pressure for downtown type employment uses.”

gamed/lost as a result of
proposal i

.Estxmated number of umnits )

The Mercado shall result in the development of 91 new
affordable housing units for households earning between
30-60% of Area Median Income (AMI).

DISPOSITION AND DEVELOPMENT AGREEMENT (DDA)

It is proposed that the Mercado Project be implemented under two Disposition and Development
Agreements (DDAs). The first DDA shall be between the Agency and Shea, addressing the
retail element of the Mercado (the Retail DDDA). The second DDA shall be between the Agency
and Chelsea, addressing the residential element of the Mercado (the Residential DDA). The
following is a summary of the proposed DD As:

Retail DDA — Between Shea and the Agency

e  The total estimated project cost for the retail element of the Mercado is $19.1 million.
Attachment 3 — Retail Proforma is included as information only to illustrate the retail
element’s financial feasibility relative to the overall project feasibility.

e  Agency and Shea shall share in the cost associated with remediating the Mercado site prior
to conveyance. Shea shall pay for the cost associated with remediating the retail element of
Project, and Agency shall pay for the cost associated with remediating the residential
element of the Project. Total Agency assistance for the affordable housing element shall be
reduced on a dollar-for-dollar basis for the pre-closing costs associated with remediating the
residential element of the Project.

! Barrio Logan Community Plan Economics: Market Support — Jobs Impacts — Development Feasibility by
Economic Research Associates (ERA), December 4, 2009,
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The Retail DDA shall commit the Agency to convey the Mercado land to Shea for the
purchase price of $100, which shall be sapported by a 33433 Summary Report and Fair Re-
Use Analysis. The Mercado land shall be conveyed to Shea once they secure full financing
for the Project. Title insurance insuring fee title to the Mercado site shall be issued to Shea.
No additional public financial assistance required for the retail element.

Grocery store pad shall be sold to a grocery anchor. Parking for the grocery store shall be
developed and owned by Shea. Shea shall grant parking rights to the grocery anchor through
a Reciprocal Easement Agreement (REA). '

Shea shall be responsible for the development of the retail element of the Mercado,
inchuding any required offsite improvements. Shea shall own the retail improvements, retail
common area improvements and on-site retail parking.

Proposed funding sources for the construction of the retail element of the Mercado shall
include private equity, private financing, and New Markets Tax Credits.

A Reciprocal Easement Agreement (REA) will govern parking and common area access
rights for retail, grocery and housing, as well as operations, maintenance and repair

standards and expense allocations.

Shea shall start construction by 2011, and complete construction by 2012.

Residential DDA - Between Chelsea and the Agency

The total estimated project cost for the affordable housing element of the Mercado is $39.2
million, and is inclusive of prevailing wages. Attachment 4 — Residential Proforma 1s
included as information only to illustrate the residential element’s financial feasibility
relative to the overall project feasibility.

The Residential DDA shall include standard DDA language as prescribed for Agency-
sponsored affordable housing projects. Additionally, the DDA will include language to
accommodate the partnership structure relative to the Housing Authority participation in the
Mercado.

The affordable housing element shall be financed with a combination of traditional debt
sources, 9% tax credit equity, Housing Authority funds, and Agency funds.

The total amount of public assistance needed for the affordable housing element is $16.1
million, or $177,000 per unit. Of this amount, the Agency shall contribute $9.1 million, and
the Housing Authority shall contribute $7.0 million.

The Agency affordable housing assistance shall be in a form of a residual receipts loan
secured by a deed of trust, with 5% simple interest amortizing over 55 years.
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If Chelsea is unsuccessful in their initial attempt to secure 9% affordable housing tax
credits, they shall be allowed two other opportunities to secure tax credits for the project.

Chelsea shall make a good faith effort to secure Federal Home Loan Bank Affordable
Housing Program (AHP) funds in the amount of approximately $950,000, or $10,000/unit.
If successful, the Agency’s loan amount will be reduced by the amount received on a dollar-
for-dollar basis.

Agency and Shea shall share in the cost associated with remediating the Mercado site prior
to conveyance. Shea shall pay for the cost associated with remediating the retail element of
the Project, and Agency shall pay for the cost associated with remediating the residential
element of the Project. Total Agency assistance for the affordable housing element shall be
reduced on a dollar-for-dolar basis for the pre-closing costs associated with remediating the
residential element of the Project.

Upon Agency convevance to Shea of the remediated site, Shea shall sell fee title to the air
and ground rights to the Housing Authority who shall thereafter enter into an air and ground
lease with Chelsea for development of the affordable housing element.

Chelsea shall take possession of the air and ground rights after Shea remediates the site,
secures all discretionary permits and environmental certification, and delivers the apartment
air space podium, residential parking spaces and on-site and off-site improvements pursuant
to a construction contract that shall be executed between Chelsea and Shea.

Chelsea secures interest to the 92 apartment units, 119 restricted residential parking spaces,
72 spaces open/shared residential parking spaces, residential common area and community
room. Chelsea shall provide Shea with common area maintenance (CAM) payments, if any.

A Reciprocal Easement Agreement (REA) will govern parking and common area access
rights for retail, grocery and housing, as well as operations, maintenance and repair standards
and expense allocations.

The Housing Authority shall have the option to purchase the residential improvements
associated with the Project at the end of the 15-year TCAC tax credit compliance term for the
project.

Part of the Housing Authority loan shall be forgiven at the time the Housing Authority
acquires fee title to the air and ground rights associated with residential element of the
Mercado. The outstanding balance of the Housing Authority loan shall be forgiven at the
time the Housing Authority exercises its option to purchase the residential improvements
associated with the Project.

Chelsea shall start construction of the apartments by 2011, and complete construction by
2012.
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Estimated Sources and Uses

The following tables provide the estimated sources and uses for the retail and residential

components of the Mercado:

Retail - Sources and Uses (Informational Only)

.

Debt and Equity Investment
Proceeds from housing parcel sale
Proceeds from grocer pad sale
Income During Lease-Up

Total Sources

2,220,600 | Direct Costs

$3,500,000 | Indirect Costs
$3,153,000 | Financing Costs

$196.000

$19,069,000 | Total Uses

$12,475,000
$5,546,000
$1.048.000

$19,069,000

Residential - Sources and Uses

ax Credit Equity
Permanent Loan

Solar Tax Credit Equity
Deferred Developer Fee
Agency Loan

SD Housing Commission Loan

Total Sources

© $17,936,000 | Direct Costs

$4,440,000 | Indirect Costs
$111,000 | Financing Costs
$601,000 | Acquisition Costs

$9,104,000
$7.000.000

$39,192,000 | Total Uses

$24,716,000
$8,065,000
$2,911 000
$3.500.000

$39,192,000

Local Housing Assistance Breakdown

ITEM

 DETAIL

Local Agency Assistance

$16.1 million

Number of affordable units / bedrooms

91/195

Total Local Assistance per unit / bedroom

$177,000/ $82,560

Total Land Cost (A1r/Ground Rights)

$3.5 million

Land Cost/Unit $38,500
Land Cost/Bedroom $17,950
Public Benefits

The Mercado shall result in numerous public benefits to the community of Barrio Logan and
surrounding neighborhoods. The benefits include the following:
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Revitalization catalyst for underserved community;

Removal of blight and development of a large vacant parcel;

Development of Latino grocer with complementary commercial uses;

Estimated $3 million in tax increment revenues over the lifetime of the project area;
Creation of 500 permanent jobs, 223 construction jobs, and 201 short term jobs;
Approximately $200,000 in annual sales taxes to the City;

Installation of needed public improvements;

Worktorce housing opportunities for 91 families;

Affordable housing opportunities for downtown workforce;

Transit oriented mix-use development with LEED certification; and

New public amenities, including art, pedestrian walkways, landscaping, and plazas.

¢ @ & & @ @ © 9 & © 6

HOUSING IMPACT

The development of the Mercado is consistent with the Barrio Logan Redevelopment Area Plan
goal of expanding the community’s supply of housing, with a priority for very low to moderate
income households. The Mercado shall result in the development of 91 new affordable housing
rental units within the Project Area. The new rental units will be made available to households
earning between 30-60% of the area median income (AMI), with projected rental rates ranging
between $460 per month for a single bedroom unit up to $1,118 per month for a three bedroom
unit.

ENVIRONMENTAL IMPACT

The City of San Diego previously prepared an Environmental Impact Report (EIR) for the Barrio
Logan Redevelopment Plan (DEP No. 90-0133/SCH No. 90010287). Based upon a review of
the proposed Project, it has been determined that there are no new significant environmental
impacts that have not already been considered in the previous EIR. Additionally, there are no
substantial changes have occurred with respect to the circumstances under which the Project is
undertaken, and there is no new information of substantial importance to the Project that would
result in significant impacts. As such, Addendum No. 203874 to EIR No. 90-0133/ SCH No.
96010287 has been prepared in accordance with Section 15164 of the California Environmental
Quality Act (CEQA) Guidelines, and no public review of this addendum is required per CEQA.

PROPOSED PROJECT SCHEDULE

The following table shows the proposed timeline for the Mercado project:

San Diego Housing Commission Board Hearing June 1§, 2010
Joint Public Hgaﬁng (Councﬂ/Agency/Housing lAuthlority) Tune 22. 2010
for DDAs, entitlements, and environmental certification ’
TCAC Application Deadline July 7, 2010
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. TCAC Award of Tax Credits September 2010

Start of Construction 2011
Construction Completion 2012
CONCLUSION

After over 20 years of planning and visioning, the Mercado is at a crossroads. With a total
project cost of $58.3 million, including a $39.2 million cost for the Mercado’s housing element,
the project faces a financial gap of approximately $16.1 million, or $177,000 per unit. To help
fill the gap, it is requested that §7 million be funded with Housing Authority funds and $9.1
million be funded with Agency affordable housing funds, including the conveyance of 6.8 acres
of Agency-owned land for a nominal sales amount.

Although local housing assistance of $177,000 sounds relatively high in today’s development
environment, it is important to consider the driving factors including the payment of prevailing
wages and need for structured parking in an urban setting for the Mercado. Moreover, consider
the uniqueness of the Mercado and its critical importance for the community of Barrio Logan
and the City of San Diego. Inter-government agency coordination and flexibility in underwriting
standards are paramount to help this very important project get off the ground after so many
years of waiting.

The Mercado shall benefit the community of Barrio Logan and surrounding neighborhoods by
redeveloping a vacant and long dormant parcel into a vibrant residential and commercial transit-
oriented mixed use district. The Mercado shall provide for a Latino grocer and complementary
commercial uses that will redevelop an underutilized parcel, generate new jobs, increase property
and sales tax revenues, and countless other benefits, Moreover, the Mercado shall provide for
workforce housing opportunities to families of San Diego. The construction of this project will
not just satisty the goals and objectives of the Barrio Logan Redevelopment Plan, but it will
signify the long-awaited homecoming for the Mercado,

Attachments: 1. Site Map
2. Project Site Plan and Conceptuals (7)
3. Retail Proforma
4. Residential Proforma
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Attachment No. 2

Project Site Plan and Conceptuals
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Proforma - retail
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Appendix A

RETAIL COMPONENT

PRC FORMA ANALYSIS

MERCADO DEL BARRIC

City of San Diego Redevelopment Agency
May 20, 2010



TABLE A-1

PROJECT DESCRIPTION
MERCADO DEL BARRIO
CITY OF SAN DIEGO REDEVELOPMENT AGENCY

i, Site Area 6.8 Acres
296,208 SF

L. Gross Building Area (GBA)

Retail
Grocery Store 0 SF) 0%
Restaurant Space 23,908 SF 50%
In-Line Retail Space 23915 SF 49%,
Net Rentable Area 47013 SF @) 99%
Common Areas 509 SF 1%
Total Retail GBA 48,422 SF 100%
Add: Shopkeeper Space {Affordable Housing) 2.790 SF
Total Gross Building Area 51,212 SF
lif. Number of Stories 1 Story
V. Construction Type Concrete Type V with Metal Stud
V. Parking
A. Parking by Type
Surface 261 Spaces (3)
Structured - Above-Grade Retail 17 Spaces
Structured - Above-Grade Flex 72 Spaces (4)
Structured - Above-Grade Residential 118 Spaces
Total Parking 489 Spaces
B. Parking by Use
Retai 278 Spaces
Shopkeeper 8 Spaces
Flex 64 Spaces
Residential 119 Spaces
Total Parking 469 Spaces
C. Commercial Parking Ratic 4.06 Spaces/1,000 SF Retai

(incl. Grocery Net SF)

{1} Exciudes grocery pad sold to supermarket. Grocery is 35,890 SF.

{2) Excludes 2,323 SF of outdoor terrace space.

{3} includes 42 on-street spaces, 14 spaces under Newton Avenue bridge, and 205 surface spaces,
{4) Includes eight (8) spaces owned by the Affordable Housing Developer.

Prepared by: Keyser Marston Associates, Inc.
Filename: SODRA/Re-Use Mercado_Res and Retail_Re-Use;5/20/2010;rks
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TABLE A4

NET OPERATING INCOME AND SUPPORTABLE DEBT AND EQUITY INVESTMENT
MERCADOC DEL BARRIO
CITY OF SAN DIEGO REDEVELOPMENT AGENCY

Total
I, Gross Scheduled Income - Retail SF Rent/SF Annual
Restaurant Space - West 5,530 $2.83 /SF/Month $188,000
Restaurant Space - East 18,468 $2.86 /SF/Month $589,000
In-Line Retail Space - East 16,703 $2.27 /SF/Month $455,000
in-Line Retail Space - West 7.212 $2.66 /SF/Month $230,000
Total Gross Scheduled Income (GSH 47,913 $2.54 /SF/Month $1.482,060
. Effective Gross income (EGI)
{Less) Vacancy 10.0% of GSI . {8146.000)
Total Effective Gross Income (EGI) $1,316,000
lll. Operating Expenses
Total Unreimbursed Expenses 7.1% of EGI ($394,000)
V. Net Operating Income (NOI) $1,222,000
V. Supportable Debt and Equity Investment
Net Operating Income $1,222 000
Target Return on Investment (ROI) 10.0%
Supportable Debt and Equity Investment $12,220,000

Prepared by: Keyser Marston Associaies, Inc.
Filename: SDRA/Re-Use Mercado_Res and Retail_Re-Use;5/20/2010;rks



TABLE A5

RESIDUAL LAND VALUE
MERCADO DEL BARRIO
CITY OF SAN DIEGO REBEVELOPMENT AGENCY

I.  Scurces of Funds

A, Net Supportable Debt and Eguity Investment $12,220,000
B. Proceeds from Grocery Pad Sale $88 /SF@ 35,890 SF $3,153,000
C. Proceeds from Sale of Affordable Housing Parcel
to San Diego Housing Commission $3,500,000
D. Income During Lease-Up $196,000
Il. Warranted Investment $19,069,000
(Less) Net Development Costs ($19.069.000}
lil. Residual Land Value $0

Prepared by: Keyser Marston Associates, inc.
Filename: SDRA/Re-Use Mercado_Res and Retail_Re-Use 5/20/2010;rks
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Appendix B

RESIDENTIAL COMPONENT

PRO FORMA ANALYSIS

MERCADO DEL BARRIO

City of San Diego Redevelopment Agency
May 20, 2010



TABLE B-1

PROJECT DESCRIPTION
MERCADO DEL BARRIO
CITY OF SAN DIEGO REDEVELOPMENT AGENCY

1. Gross Building Area (GBA)

Net Rentable Area 80,197 SF 93%
Common Areas 3,887 SF () 5%
Clubhouse & Lease Office 2.015 SF 2%
Total Gross Building Area 86,109 SF 100%
i, Unit Mix
Average
# Units Unit Size
One Bedroom 15 Units 16% 548 SF
One Bedroom Shopkeeper 4 Units 4% 898 SF
Two Bedroom 40 Units 43% 878 SF
Three Bedroom 33 Units 36% 1,010 SF
Total / Average 92 Units 100% 872 SF
lil. Number of Stories 4 Siories
IV. Construction Type - Type V

V. Affordability Mix

Units @ 30% of AMI 10 Units 1%

Units @ 40% of AMI 10 Units 11%
Units @ 45% of AM!i 10 Units 11%
Units @ 50% of AM! 38 Units 41%
Units @ 60% of AMI 23 Units 25%
Manager 1 Unit 1%
Total Units 92 Units 100%
Average Affordability 49% of AMI
(excl. Manager unit)
Vi Parking
Parking Type
Above-Grade-Residential 119 Spaces
Above-Grade-Flex 72 Spaces (2)
Total 191 Spaces
Parking Ratio 2.1 Spaces/Unit

{1} Imputed by KMA based on tofal grass building area estimate provided by Affordable Housing Developer, May 10, 2010.
{2) Includes eight (8) shopkeeper spaces.

Prepared by: Keyser Marston Associates, inc.
Filename i:SDRA/Mercado/Re-Use Mercado_Res and Relail_Re-Use;5/20/2010:rks
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TABLE B8-3

NET OPERATING INCOME
MERCADOC DEL BARRIO
CITY OF SAN DIEGO REDEVELOPMENT AGENCY

Average # of Total

i. Gross Scheduled Income (GSI) Unit Size Units  $/Month Annual
One Bedrocom @ 30% AMI 549 SF 3 $460 $16,560
One Bedroom @ 40% AMI 549 SF 4 %615 529,520
One Bedroom @ 45% AMI 549 SF 4 $692 $33,216
One Bedroom &0 50% AMI 549 SF 4 $744 $35,712
One Bedroom Shopkeeper @ 60% AMI 898 SF 4 $894 $42,912
Two Bedroom @ 30% AMI 876 SF 3 $552 $19,872
Two Bedroom @ 40% AMI 876 SF 3 $737 $26,532
Two Bedroom @ 45% AM 876 SF 3 $830 $29,880
Two Bedroom @ 50% AMI 876 SF 22 $837 $220,968
Two Bedroom @ 60% AMI 876 SF 9 $1,005 $108,540
Three Bedroom @ 30% AMI 1,010 SF 4 $638 $30,624
Three Bedroom @ 40% AMi 1,010 SF 3 $853 $30,708
Three Bedroom & 45% AMI 1,010 SF 3 $930 $33,480
Three Bedroom @ 50% AMI 1,010 SF 12 3930 $133,820
Three Bedroom @ 60% AMI 1,010 SF 10 $1,118 $134,160
Three Bedroom Manager 1,010 SF 1 $0 30
Subtotal Residential GSI 872 SF 92 $839 $926,604
Add: Other Income/i.aundry $12 /Unit/Month $13.248
Total GSI $939,852

il. Effective Gross Income (EGH
{Less) Vacancy - Residential 5.0% of GSt ($46.992)
Total Effective Gross Income (EGH) $892,858

. Operating Expenses
{Less) Operating Expenses $4,600 Unit/Year {$423,200)
{Less) Services $130 Unit/Year {$12,000)
(Less) Property Taxes (1) $C Unit/Year $0
(Less) Replacement Reserves $350 Unit/'Year ($32.200)
Total Expenses $5,080 Unit/Year ($467,400)

52.3% of EGI
V. Net Operating Income {NO¥) $425,459
Or Say (Rounded) $425,000

(1) Assumes Affordable Housing Developer will quaiify for tax-exempt status.

Prepared by: Keyser Marston Associates, Inc.
Filename: ESDRA/Mercado/Re-Use Mercado_Res and Retail_Re-Use;5/20/2010;rks



TABLE B-4

RESIDUAL LAND VALUE AND FINANCING DEFICIT
MERCADO DEL BARRIO
CITY OF SAN DIEGO REDEVELOPMENT AGENCY

. Sources of Funds

Supportable Debt (1} $4,440,000
Market Value of Tax Credits () $17,936,000
Solar Tax Credit Equity $111,600
Deferred Developer Fee $601,000
Total Sources of Funds $23,088,000
ll. (Less) Development Costs - Excl. Land (835,692,000)
Hl. Residuat Land Value ($12,604,000)
Per Affordable Unit {$139,000)
V. (Less) Acquisition Cost - Purchase Price Paid by San Diego Housing
Commission to Retail Developer ($3,500,000)
V. Total Financing Peficit ($16,104,000)
Per Affordable Unit {$177,000)

Prepared by: Keyser Marston Associates, Inc.
Filerame; i:SDRA/Mercado/Re-Use Mercado_Res and Retail_Re-Use;5/20/2010:rks



TABLE B4 (CONT'D.)

RESIDUAL LAND VALUE AND FINANCING DEFICIT
MERCADO DEL BARRIO
CITY OF SAN DIEGC REDEVELOPMENT AGENCY

{1) Supportable Debt - Residentiat

NOI - Residential $425,000
interest Rate 7.00%
Term {in years) 30
Debt Coverage Ratio 1.20
Annual Debt Service $354,473
Supportable Debt $4,440,000
(2) Low Income Housing Tax Credits {(Federal)
Threshoid Basis Limits: Effective; February 2010
One Bedroom 19 $173,758 /fUnit $3,301,402
Two Bedroom 40 $209,600 /Unit $8,384,000
Three Bedroom 33  $268,288 /Unit $8.853.504
Subtotai Threshold Basis Limits $20,538,906
Add: Basis Adjustments * 34.0% $6,983,228
Add: Development impact Fees (% of Permits & Fees) 83.5% $2.468,862
Total Threshold Basis Limit $29,090,908

features (4%), and elevators {10%).

Estimate of Eligible Basis:
Total Development Costs
{Less) Inefigible Costs
Eiigible Basis

Maximum Eligible Basis

(Less) Basis Amount Voluntarily Excluded
Total Requested Unadjusted Basis
Impacted Bonus Factor

Tax Credit Qualified Uniis/Applicable Factor
Tax Credit Rate @

Maximum Tax Credits

Total Tax Credits @

Limited Partner Share

Present Market Value @

Prepared by: Keyser Marston Associates inc.
Filename: i:.5DRA/Mercado/Re-Use Mercado_Res and Refall_Re-Use; 5/20/2010;rks

28.8%

130.0%
100.0%
9.0%

10
99.99%
71.75%

Assumes adjustments for new construction projects with prevailing wages (20%), energy efficient

$35,692,000

($1,700,000}
$33,992,000

$29,990,996
($8.623,475)
$21,367.521
$27,777.778
$27,777,778
$2,500,000

.. $2,500,000 |
$25,000,000
$24,997,500

$17.936,000



TABLE B-4 (CONT'D.)

RESIDUAL LAND VALUE AND FINANCING DEFICIT
MERCADO DEL BARRIO
CITY OF SAN DIEGO REDEVELOPMENT AGENCY

Tie-Breaker Calculation

{. a. Agency/San Diego Housing Commission Contribution $16,104,000
b. Development Costs $35,692,000
Add: Acquisition Costs $3,500,000
Total Deveiopment Costs $39,192,000
c. Committed Funds to Development Costs Ratio E:::::::Eiz"}:ﬁ: E
H. a, Requested Basis $21,367.521
b. Total Development Costs $39,192,000
Requested Basis to Development Cost Ratio 55%
(Less) Inverse Factor -1.0
¢. Reguested Basis to Development Cost Ratio ii:::it;{@t@:‘i’éi
lil. Total Tie-Breaker Score ' 86.6%

Prepared by: Keyser Marston Associates Inc.
Filename: i:SDRAMercado/Re-Use Mercado_Res and Retail_Re-Use;5/20/2010;rks



TABLE B-5

PROPOSED SOURCES OF GAP FINANCING
MERCADO DEL BARRIO
CiTY OF SAN DIEGO REDEVELOPMENT AGENCY

Yotals Per Affordable Unit
i. Total Financing DBeficit $16,104,000 $177,000
iI. Sources of Gap Financing
A. San Diego Housing Commission
Purchase Price Paid to Retail Developer $3,500,000 $38,000
Loan to Affordable Housing Developer $3,500,000 $38,000
Total San Diego Housing Commission Loan $7,000,000 $77,000
B. San Diego Redevelopment Agency Loan to Affordabie
Housing Developer $9.104.000 $100,000
Total Sources of Gap Financing $16,104,000 $177,000

Prepared by: Keyser Marston Associates, Inc.
Filename: L SDRA/Mercado/Re-Use Mercado_Res and Retail_Re-Use;5/20/2010;rks
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o
DIVERSITY

THE CiTY oF SAN DiEGO

DATE ISSUED: May 19, 2010
ATTENTION: Atfordable Housing Collaborative Executive Loan Committee
SUBJECT: Low and Moderate Income Housing Fund Transaction Guidelines
FUNDING AGENCY: Redevelopment Division, Centre City Development Corporation
and Southeastern Economic Development Corporation

PROJECT AREA: Citywide
STAFF CONTACT: Michele St. Bernard, Redevelopment Division, 619.236.653 1
SUMMARY

Staff Recommendation -

Review the Low and Moderate Income Housing Fund Transaction Guideline revisions
and recommend implementation of said revisions.

Other Recommendations — None.

Fiscal Impact — None.

PREVIOUS RECOMMENDATION/COMMENT

The attached revisions to the Low and Moderate Income Housing Fund Transaction Guidelines
have been considered by the Collaborative Peer Review (CPR) group on several occasions, most
recently on Thursday, May 13, 2010. By consensus, the CPR agreed to forward the revisions to
the Executive Loan Committee (ELC) for its recommendation.

BACKGROUND

On May 20, 2008, the Redevelopment Agency Board passed Resolution R-04282 establishing
the Low and Moderate Income Housing Fund Policy and Transaction Guidelines. The
guidelines, produced jointly by the Redevelopment Division, Centre City Development
Corporation (CCDC), Southeastern Economic Development Corporation (SEDC) and the San
Diego Housing Commission, provide basic policy and transaction guidance for development
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costs, developer fees, annual reserves, sources of funds and other Agency loan terms. Although
every project is unique and may require a certain level of flexibility, the Guidelines provide clear
expectations for all project sponsors. In the event a proposed project does not conform to the
Guidelines, Agency staff identifies and explains such variances to the Agency.

The goals of the Transaction Guidelines are to provide consistent underwriting terms among the
three branches of the Redevelopment Agency and to streamline the development negotiation and
approval process for affordable housing projects funded by the Redevelopment Agency. The
Transaction Guidelines have been in place since 2003 to provide consistent underwriting terms
and have evolved over time to reflect changing development, financial and market conditions.

Resolution R-04282 authorizes the Executive Director or designee to revise the Guidelines on a
periodic basis to ensure compliance with applicable law and market conditions.

DESCRIPTION

Over the past fiscal year, market conditions and the availability of low- and moderate-income
housing funds have suggested the need to update the Guidelines. The Collaborative Peer
Review group, consisting of management-level staff from the Redevelopment Division, CCDC,
SEDC and the SDHC, has reviewed and is in support of the updated Guidelines attached to this
report.

In addition, the Agency engaged the services of Keyser Marston Associates to examine our
Guidelines based upon affordable housing transactions conducted statewide, to ensure San Diego
remains competitive in the affordable housing development industry.

Recommended updates to the Guidelines are highlighted in yellow and include:

Increase to the Limited Partner Asset Management Fee range

Increase to the General Partner Asset Management Fee range

Addition of a guideline for the participation of “other public entities™
Addressing the number of tax credit application rounds permitted
Expanding the definition of Tenant Eligibility Requirements
Coordination with Section 8 Vouchers

Expansion of the “Evaluation of the Development Team” section
Addition of “Sustainable Design™ and “Public Health and Well-Being of
Residents™ subsections.

e Expansion of the “Evaluation of Project and Its Fit Within the Community’
section.

)

As required by the authorizing resolution, the updated Guidelines are to be included in the
Agency Annual Budget, tentatively scheduled for the June 22, 2010 Agency hearing.

PROPOSED SCHEDULE

Action Timeline
ELC Implementation May 27, 2010
Agency Board Review June 22, 2010
Guideline Implementation July 1, 2010




SUMMARY CONCLUSION

Staff requests the recommendation of the Executive Loan Committee to implement the attached
Guideline updates and forward them to the Agency Board in the Fiscal Year 2011 Annual
Agency Budget.

Respectfully submitted,

CUKC h\, \Qﬁr > L B02D

Michele St. Bernard /a/ es Davies

Affordable Housing Project Manager mmunity Development Coordinator
Redevelopment Division, CPCI Redevelopment Division, CPCI
Attachment(s):

1. Revised Low and Moderate Income Housing Fund Transaction Guidelines
2. Copy of Resolution R-04282
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Sradi g LRty
(RA-2008.125) /
REDEVELOPMENT AGENCY OF
THE CITY OF SAN DIEGO

RESOLUTION NUMBER R- ©4282

DATE OF FINAL PASSAGE MAY 310 2008

A RESOLUTION OF THE REDEVELOPMENT AGENCY OF
THE CITY OF SAN DIEGO APPROVING THE LOW- AND
MODERATE-INCOME HOUSING FUND POLICY AND
TRANSACTION GUIDELINES.

WHEREAS, the Redevelopment Agency of the City of San Diego [Agency] is engaged
in activities necessary to carry out and implement the Redevelopment Plans for the Barrio
Logan, Central Imperial, Centre Cit‘y, City Heights, College Community, College Grove,
Crossroads, Grantville, Gateway Center West, Horton Plaza, Linda Vista, Mount Hope, North
Bay, North Park, NTC, San Ysidro, and Southcrest Redevelopment Project Areas [Project
Areas]; and

WHEREAS, pursuant to California Health and Safety Code Section 33334.2 of the
California Community Redevelopment Law [CRL], the Agency must set aside twenty percent
(20%) of tax increment funds generated in a project area to be used for the purposes of
increasing, improving, and preserving the community’s supply of low- and moderate- income
housing available at affordable housing cost to persons and families of low or moderate income
and very low income households; and

WHEREAS, in accordance with Section 33334.2(e)(8) of the CRL, the Agency may
exercise any, or all of its powers to carry out this purpose; and

WHEREAS, in order to carry out and implement the objectives and goals of the

Redevelopment Plan for the Project Areas and the CRL, the Agency proposes to create

-PAGE 1 OF 3-



(RA-2008-125)
Guidelines for the expenditure of funds entitled, “Low- and Moderate-Income Housing Fund
Policy and Transaction Guidelines” [Guidelines]; NOW, THEREFORE,
BE IT RESOLVED, by the Redevelopment Agency of the City of San Diego, as foilo“;s:
1. That the Agency approves the Guidelines, which are contained within the Fiscal
Year 2009 Redevelopment Agency Budget, a copy of which shall be placed on file in the office

of the secretary of the Agency as Document No. D- 04278~

2 That the Agency shall give its Executive Director or his/her designee the authority
to revise these guidelines on a periodic basis to ensure compliance with applicable law and
applicability to market conditions.

3. That updated Guidelines will be included in the annual Agency Budget.

4. That this activity is not a “project” for purposes of the California Environmental
Quality Act [CEQA] because it does not meet the criteria set forth in CEQA Guidelines Section
15378. Therefore, pursuant to CEQA Guidelines Section 15060(c)(3), this activity is not subject

to CEQA.

APPROVED: MICHAEL J. AGUIRRE, General Counsel

By _{.f.eoleh |
Huston Carlyle
Deputy General Counsel
HC:cfq
04/24/08
Or.Dept:RA
RA-2008-125
Council:Companion R-2008-1004
MMS#6178
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(RA-2008-125)

L hereby certify that the foregoing Resohltlon Was 2pr:x\ssed by the Redevelopment Agency of the
City of San Diego, at its meeting of 0 7008

REDEVELOPMENT AGENCY

C’!@n@ﬁe Sant Zas s, Deputy Secretary
Approved: ﬁ %33" 0{ (‘%
"(date) JERRY SANDERS, Executive Director
Vetoed:
(date) JERRY SANDERS, Executive Director
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Passed by the Redevelopment Agency of The City of San Diego on MAY 20 7008 , by the

following vote:

Agency Members b

SN

Scott Peters

Kevin Faulconer

Toni Atking g
Anthony Young Ll
" Brian Maienschein @{
Donna Frye Qf
Jim Madaffer ¥}
Ben Hueso z

MAY 30 2008

Nays Not Present Ineligibie

]

DOQoooDoo
OCOOnogo
OCODOOooo

L

Date of final passage

AUTHENTICATED BY:

(Seal)

JERRY SANDERS
Executive Director of The City of San Diego, California.

ELIZABETH S. MALAND
Secretary of The City of San Diego, California.

By %4‘ ﬁ?ﬂ:%/a e . Deputy

P

Office of the Redevelopment Agency, San Diego, California

[ 042827

Resoiution Number




