REPORT
DATE ISSUED: January 14, 2015

REPORT NO: HCR15-020

ATTENTION:

Chair and Members of the San Diego Housing Commission
For the Agenda of February 13, 2015

SUBJECT:

Mayberry Townhomes - Loan Modification and Preliminary Bond Items

COUNCIL DISTRICT: 9
REQUESTED ACTION
Approve a sale, loan transfer, assumption, and modification to the terms of an existing San Diego
Housing Commission loan to Mayberry Townhomes L.P., and take initial steps to issue Housing
Authority of the City of San Diego tax-exempt multifamily housing mortgage revenue bonds to facilitate
the acquisition with rehabilitation and preservation of 70 rental units at Mayberry Townhomes.
STAFF RECOMMENDATION
That the San Diego Housing Commission (Housing Commission) take the following actions, as
described in this report:
1) Approve a proposed sale and ownership transfer of Mayberry Townhomes (Mayberry) from the
current owner, Mayberry Townhomes a California Limited Partnership (Mayberry Limited), to
Community Housing Works (CHW), or to a to-be-formed limited partnership;
2) Approve CHW’s assumption of the Housing Commission’s existing residual receipts loan
($670,000 principal plus $237,570 accrued interest to closing = $907,570) with no paydown;
3) Approve modification of the existing Housing Commission loan’s terms as described herein.
The proposed approval of the sale, transfer, assumption, and loan modification will be contingent
upon the developer receiving all necessary third-party funding commitments, including the
California Tax Credit Allocation Committee (TCAC) award of approximately $5,464,299 in 4
percent tax credits, City of San Diego’s (City) approval to modify its existing loans, as well as
additional funds from other third-party sources as described in this report. Such third-party
funding commitments will be subject to the approval of the Housing Commission’s General
Counsel;
4) Approve the following steps to issue Housing Authority of the City of San Diego (Housing
Authority) tax-exempt multifamily housing mortgage revenue bonds for Mayberry:
a. Issue a bond inducement resolution (Declaration of Official Intent) for up to $11,000,000 in
tax-exempt multifamily housing mortgage revenue bonds for acquisition and rehabilitation of
Mayberry;
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b. Authorize an application to the California Debt Limit Allocation Committee (CDLAC) for an
allocation of authority to issue 4 percent tax-exempt multifamily housing mortgage revenue
bonds in an amount of up to $11,000,000 for Mayberry;
c. Approve a bond financing team of Stradling Yocca Carlson & Rauth as bond counsel, and
Public Financial Management Inc. as bond financial advisor; and
d. Request that the San Diego City Council (City Council) hold a Tax Equity and Fiscal
Responsibility Act (TEFRA) public hearing, and adopt a resolution approving the Housing
Authority’s issuance of tax-exempt bonds by the Housing Authority for this project.
Final issuance of the tax-exempt multifamily housing revenue bonds will require Housing
Commission and Housing Authority approval at a later date; and
5) Authorize the Housing Commission’s President & Chief Executive Officer (President & CEO),
or designee, to:
a. Execute any and all documents and instruments, as approved by the President & CEO, General
Counsel, and bond counsel, and to authorize the President & CEO to perform such acts as are
necessary, convenient and/or appropriate to implement the approvals upon advice of the
General Counsel; and
b. Adjust terms/conditions as necessary for consistency with requirements of third-party funding
sources or to accommodate market changes that may occur after this report but before close of
escrow.
The Housing Commission existing loan’s terms is subject to approval from the Housing
Commission’s General Counsel.
SUMMARY
A development summary containing all tables listed in this report is included in Attachment 1.
Table 1 - Development Details
Address
4328-70 & 4490 Mayberry Street, San Diego
Council District
9
Community Plan Area
Southeastern San Diego Planning Group
Development Type
Acquisition with Rehabilitation
Construction Type
Type V
Parking Type
Surface Parking (102 parking spaces) (1.46 spaces per unit)
Housing Type
Multifamily
Lot Size
2.97 acres, 129,373 square feet
Units
70
Density
24 dwelling units per acre (70 units ÷ 2.97 acres = 24 d.u.)
Unit Mix
35 two-bedroom units and 35 three-bedroom units
Gross Building Area
70,628 square feet
Net Rentable Area
68,628 square feet
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Mayberry is an existing 70-unit family rental complex located at 4328-70 & 4490 Mayberry Street
(Attachment 2 - Site Maps). Mayberry is owned by Mayberry Limited, whose general partner is the
Metropolitan Area Advisory Committee on Anti-Poverty of San Diego County Inc. (MAAC). MAAC
manages Mayberry.
Developer’s Request
MAAC has indicated that the Mayberry is in need of significant repairs and that MAAC proposes to sell
the property to Community Housing Works (CHW), a 501(c)(3) nonprofit (See Attachment 3).
CHW is requesting: 1) Housing Commission approval to allow assumption, extension, and modification
of the existing Mayberry loan, and 2) Housing Authority approval to issue up to $11,000,000 of taxexempt multifamily housing mortgage revenue bonds for the proposed acquisition with rehabilitation
plus refinance. No additional Housing Commission direct loan funds are proposed for the acquisition
with rehabilitation. CHW will use the financing to comprehensively rehabilitate the complex,
reconfigure two units to create a permanent manager’s office and build a community room.
Project History
On February 16, 1999, the Housing Authority approved (HAR 99-001) a $670,000 residual receipts loan
to Southwest Summit Crest L.P. for acquisition with some rehabilitation of the Summit Crest
Apartments. The 1999 $670,000 loan included $650,000 of U.S. Department of Housing and Urban
Development HOME Investment Partnerships Program (HOME) funds granted to the City and
administered by the Housing Commission. The Housing Commission’s existing March 1, 1999,
$670,000 residual loan bears 3 percent simple interest with a 30 year loan term to March 1, 2029. The
original financing included the Housing Authority’s November 2001 issuance of $3,400,000 of taxexempt multifamily housing mortgage revenue bonds, a portion of which remain outstanding. On
October 3, 2003, the Housing Commission approved (HCR 03-087) a request to transfer the ownership
and the loan, from Southwest Summit Crest L.P. to MAAC’s Mayberry Limited. The seller paid the
Housing Commission loan’s accrued interest as of 2003. MAAC purchased the property by assuming
the Housing Commission’s loan, obtaining certain commercial loans, providing some of their own
funds, and borrowing from the former Redevelopment Agency (Agency). The City is now the successor
to the Agency. The Summit Crest Apartments was renamed Mayberry Townhomes. MAAC borrowed
a total of $1,599,327 from the Agency with two loans: $799,370 at 3 percent interest with residual
receipts payments for rehabilitation, plus $799,957 with 3 percent interest payments for refinancing.
Currently the City loans are approximately $1,949,327 (including $350,000 accrued interest). MAAC
has not paid debt service or residual payments either to the City or the Housing Commission.
The Development
The property is owned by MAAC’s controlled entity Mayberry Limited. Constructed in 1984, Mayberry
consists of 18 buildings with two-story townhomes configured as duplexes and four-plexes on
approximately 2.97 acres (129,373 square feet). The development has 35 two-bedroom/1.5 bath units,
(approximately 774 square feet), and 35 three-bedroom/two bath units, (approximately 1,014 square
feet). There are 102 surface parking spaces and no common area facilities. Unit amenities include:
refrigerator, oven, dishwasher, washer/dryer, garbage disposal, balconies or fenced patios, carpeting,
blinds, walk-in closet, and assigned parking spaces. Located to the north is a multifamily housing
complex. To the south is an exit road from Interstate 805; further south is the Las Serenas Apartments
(a Housing Commission financed, CHW-developed complex). To the east is Casa Puleta Apartments (a
tax-credits financed complex). To the west is South 43rd Street and commercial uses including a
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Northgate Gonzales Market and CVS Pharmacy. There is public transportation on South 43rd Street.
Major highway access, a sports parks complex, and the Educational Cultural Complex which provides
job training are nearby. Mayberry’s January 14, 2015, rent roll shows five vacant units out of 70 (7.14
percent vacancy).
Prevailing Wages
The project is not subject to prevailing wages.
Project Sustainability
The project will be rehabilitated to meet CDLAC/TCAC sustainability and minimum construction
standards. Sustainability will be emphasized and will include a Home Energy Rating System (HERS) II
audit (whole building analysis of energy use). The rehabilitation will follow the California Green
Building Code for all replaced items. Irrigation will conform to the State of California Landscape
Guidelines for all renovated landscaping. To conserve water there will be a 25 percent reduction in
existing turf. A resident education and recycling program will be established. To the extent feasible for
rehabilitation, the project will comply with the Housing Commission’s Sustainability Guidelines. CHW
also will comply with TCAC-required energy standards. In recent years MAAC installed a full solar
photovoltaic system on 17 building rooftops at Mayberry. The existing solar system is leased from
Everyday Energy. CHW anticipates that buying out the solar system will be a tax credit investor’s
requirement. The proposed development costs include $250,000 to buy out the leased solar equipment.
Relocation
CHW’s total relocation budget is $382,500. For possible temporary relocation of tenants during
rehabilitation CHW estimates: 89 units at $2,500 per unit = $172,500. For possible permanent
relocation of over-income tenants, CHW is budgeting: 14 units at $15,000 per unit = $210,000. A
relocation plan will be completed prior to the CDLAC and TCAC applications. Civic San Diego also
will be reviewing the relocation plan. CHW believes this refinancing proposal will not trigger relocation
noticing under the Uniform Relocation Act but CHW intends to keep tenants fully informed.
Development Team
CHW, a 501(c)(3) nonprofit, is the developer. CHW was formed in 2002 by merger of Community
Housing of North County and San Diego Neighborhood Housing Services. CHW has won many
national, statewide and regional awards for development excellence. They are a provider of multiple
social services. CHW’s mission is to revitalize neighborhoods through creation of affordable housing
with services for residents. CHW currently owns and operates more than1,600 affordable housing units
at 31 rental developments. CHW has developed a number of affordable housing developments utilizing
Housing Commission loans. The three most recent developments are:
•
•

•

Kalos Apartments, at 3795 Florida Street, an 83-unit new construction apartment development.
It was completed in 2013, with a $6,965,583 Housing Commission loan.
Alabama Manor, at 3836 Alabama Street, a 67-unit acquisition with rehabilitation apartment
development for seniors, which was completed in 2007 with a $3,800,000 Housing Commission
loan plus issuance of approximately $5,800,000 of tax exempt multifamily housing mortgage
revenue bonds.
Las Serenas, at 4352 Delta Street, a 108-unit acquisition with rehabilitation apartment
development. It was completed in 2006, with a $6,100,000 Housing Commission loan.
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CHW’s previous Housing Commission loans are in full compliance. Based upon the developer’s past
experience and past performance, staff has determined that the developer has the requisite capacity to
successfully complete the proposed Mayberry project.
Table 2 - Development Team Summary
Role/Firm
Proposed new owner - a California limited partnership (single asset) to be formed by CHW
Architect - Joseph Simon Associates Inc., Carlsbad
Civil Engineering - to be determined
General Contractor - to be determined
Phase I Environmental - SCS Engineers, San Diego
Property Manager - ConAm Management Corporation, San Diego
Tenant Services Provider - CHW
Construction Lender (multifamily revenue bond issue) - Bank of America
Tax Credit Investor - Merritt Community Capital
Property Management
The project will be managed by ConAm Management Corporation (ConAm). ConAm is a nationwide
management company. In Southern California, ConAm has a management portfolio of approximately
12,000 units that include garden-style, mid- and high-rise apartment complexes, as well as a variety of
mixed-use residential/retail developments. ConAm is experienced in property management, marketing,
leasing, maintenance, and renovations for market-rate and tax credit developments. CHW uses ConAm
for all of its rental properties in San Diego. CHW intends to institute a resident services program.
FINANCING STRUCTURE
Because of other proposed financing sources, the Housing Commission’s existing loan for this project
will not be increased with additional direct cash loan funds. The Housing Commission’s proposed loan
modification terms are summarized at Attachment 4. The acquisition and rehabilitation of Mayberry has
an estimated total development cost of $16,088,677 ($229,838 per unit for 70 units).
Proposed Bond Financing
The first position loan will be capitalized through private activity tax-exempt bonds proposed to be
issued by the Housing Authority. The Housing Commission utilizes the Housing Authority's tax-exempt
borrowing status to pass on lower interest rate financing (and make federal 4 percent tax credits
available) to developers of affordable housing. The Housing Authority's ability to issue bonds is limited
under the U.S. Internal Revenue Code. To issue bonds for a project, the Housing Authority must first
submit an application to CDLAC for a bond allocation. Prior to submitting applications to CDLAC,
projects are brought before the Housing Commission, Housing Authority, and City Council. Housing
Authority bond inducement resolutions must be obtained prior to CDLAC application submittal, and a
City Council TEFRA resolution must be secured no later than five calendar days prior to the first public
posting of the CDLAC Committee recommendations. These actions do not obligate the Housing
Authority to issue bonds. It is anticipated that with a CDLAC application due on March 20, 2015, CHW
could receive a bond allocation at CDLAC's May 20, 2015, meeting. The developer then has 90 days to
close the bond financing unless CDLAC approves an extension. If necessary, staff will submit
additional applications to CDLAC to secure a bond allocation for the project. A general description of
the Multifamily Bond Program and a summary of the actions that must be taken by the Housing
Authority and City Council to initiate and finalize proposed financings are described in Attachment 5.
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CHW proposes to issue the bonds through a tax-exempt private placement bond issuance. It is expected
that the bonds will be used for both construction financing and permanent financing of thedevelopment.
CHW will be seeking an $11,000,000 CDLAC allocation, which is 10.08 percent higher than the amount
for which the project is currently being underwritten ($9,992,686). This increased amount represents a
cushion to account for possible increases in the bond amount due to increases in construction costs,
changes in the assumed interest rate, or the loss of other planned funding sources. The bond amount that
is ultimately issued will be based upon project costs, revenues, and interest rates at the time of bond
issuance. Staff will later return to the Housing Commission for approval of the final bond amount.
The proposed bonds will meet all the requirements of the Housing Commission's Multifamily Housing
Revenue Bond Program policy. Housing Commission staff will also work with the City to ensure that
the bond issuance fully complies with the City's ordinance on bond disclosure. There are no fiscal
impacts to the Housing Commission, the City, or the Housing Authority associated with the requested bond
actions. Approval of the bond inducement and TEFRA resolutions do not commit the Housing Authority to
issue bonds. The bonds will not constitute a debt of the City. If bonds are ultimately issued for the
project, the bonds will not financially obligate the City, the Housing Authority or the Housing
Commission because security for the repayment of the bonds will be limited to specific private revenue
sources. Neither the faith and credit nor the taxing power of the City nor the faith and credit of the
Housing Authority will be pledged to the payment of the bonds. The developer is responsible for the
payment of all costs under the financing, including the Housing Commission's .0025 bond amount issuer
fee (estimated at $24,982 with a $9,992,686 bond issue) and the Housing Commission’s annual bond
administrative fee (estimated at a $10,000 annually upon conversion to permanent financing). In
addition, the developer will pay the Housing Commission $25,000 for attorney costs, $14,110 for asset
management fees and a $10,350 annual payment for affordability monitoring costs. Staff recommends
assigning Stradling Yocca Carlson & Rauth as bond counsel, and Public Financial Management Inc. as
bond financial advisor. The proposed financing team members have been selected in accordance with
the existing Housing Commission policy for the issuance of bonds. Financial advisors and bond
counsels are designated on a rotating basis from the firms selected through a competitive RFP process.
Sources and Uses of Financing
The estimated total development cost (TDC) and sources and uses of funds are detailed in the
developer’s pro forma attached to this report as Attachment 6. The following tables summarize the
proposed estimated sources and uses of funds:
Table 3A – Mayberry Estimated Sources of Financing
Construction Financing Sources
Construction Loan
(multifamily mortgage revenue bonds)
City Loans
Housing Commission Loan w/ interest
MAAC Seller Carryback Loan
Income from Operations
4% Tax Credit Equity
Deferred to Permanent Conversion

Total Development Cost

Amounts
$9,992,686
1,599,327
907,570
0
417,509
819,645
2,351,940

$16,088,677

Permanent Financing Sources
Permanent Loan
(multifamily mortgage revenue bonds)
City Loans
Housing Commission Loan w/ interest
MAAC Seller Carryback Loan
Income from Operations
4% Tax Credit Equity
Soft Debt Accrued Interest
Refunds
CHW Developer Fee Contribution
Deferred Developer Fee
Total Development Cost

Amounts

Per Unit

$5,630,000
1,599,327
907,570
764,940
417,509
5,464,299
50,602
50,091
536,894
667,445
$16,088,677

$80,429
22,848
12,965
10,928
5,964
78,061
723
716
7,670
9,551
$229,838
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Table 3B – Mayberry Estimated Uses of Financing
Permanent Financing Uses
Acquisition, Closing Costs, and Solar Buyout
Hard Costs (with site work and contingency)
Architect and Engineering
Financing Costs
Accrued Interest from Soft Debt (Constr. Term)
Reserves (Replacement & Operating)
City Permits and Fees
Fees and Syndication (including developer fee)
Soft Costs
Total Development Cost

Amounts
$9,205,358
2,800,000
182,000
775,523
50,602
227,160

Per Unit

$131,505

17,500
1,994,918
835,616
$16,088,677

40,000
2,600
11,079
723
3,245
250
28,499
11,937
$229,838

Development Cost Key Performance Indicators
Housing Commission staff has identified development cost performance indicators which were used to
evaluate the proposed development and make a recommendation. The key performance indicators in Table
4 are commonly used by real estate industry professionals and affordable housing developers.
Table 4 - Key Performance Indicators
Development Cost Per Unit
$16,088,677 ÷ 70 units =
Housing Commission Subsidy Per Unit
(existing loan plus estimated interest)
$907,570 ÷ 70 units =
Acquisition Cost Per Unit
$8,930,000 ÷ 70 units =
Gross Building Square Foot Hard Cost
$2,800,000 ÷ 70,628 sq. ft. =

$229,838
$12,965
$127,571
$39.64

Project Comparison Chart
There are multi-faceted variables that influence the cost of affordable housing with rehabilitation including:
project size plus economies of scale, location, site conditions, need for sustainability improvements,
environmental factors, presence or absence of lead and/or asbestos, community involvement, construction
type, degree of rehabilitation needed, design constraints, developer experience/capacity, and the mission
plus goals of the developer. Table 5 lists similar rehabilitation-type developments, funded over the previous
three years, for an approximate comparison against the proposed Mayberry development.
Table 5 - Comparable Loan Modification with Rehabilitation Projects
Construc
Total
TDC
* SDHC
-tion
Development Cost Per
Subsidy
Rehab
Project Name
Year
Units
Cost
Unit
Per Unit Rehab Cost Per Unit
Type
Subject - Mayberry 2015
V
70
$16,088,677 $229,838
$12,965 $2,800,000 $40,000
City Heights 10
2013
V
132
$16,693,873 $126,469
$47,561 $3,669,268 $27,797
Knox Glen
2012
V
54
$10,193,542 $188,769
$48,491 $2,618,500 $48,491
* The Housing Commission subsidy amount is the extended loan; it does not include the project’s bonds amount.

Developer Fee
In order to increase the tax credits’ basis, and thus increase the TCAC awarded tax credits, the Housing
Commission’s Notice of Funds Available allows the President & CEO to adjust the typical $1,400,000
maximum developer fee up to $2,500,000 if allowed by TCAC and if the excess developer fee becomes
a developer contribution to the project. CHW is proposing to receive a $1,331,523 net developer fee.
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An additional $536,894 developer fee will be included in costs in order to increase the tax credit basis
and will be contributed to the project. The developer fee is summarized as follows:
$ 664,078 cash developer fee to CHW (proposed 50 percent to be paid at escrow closing).
+ 667,445 deferred developer fee to CHW
$1,331,523 subtotal developer fee to CHW
+ 536,894 developer fee to be contributed to the project
$1,868,417 total developer fee
Purchase Price
As of July 1, 2014, the property was appraised by Colliers International Valuation and Advisory
Services at $8,930,000. The proposed sale price will be the $8,930,000 appraised value. The escrow
closing funds will be used to pay off the existing first- and second- position debt to ARCS Commercial
Mortgage, pay $350,000 to the City toward accrued interest, pay a $147,875 fee to the seller’s real estate
broker (Mr. Savvas Marinos with Colliers International), and pay $900,000 to MAAC for a portion of its
unpaid operating costs plus payoff of unsecured loans from Wells Fargo.
Building Conditions/Proposed Rehabilitation Work
Despite previous efforts to partially rehabilitate the property, MAAC and CHW have determined the
property is in need of additional improvements and repair. CHW obtained a Capital Needs Assessment
(CNA) dated June 16, 2014 from Professional Associates Construction Services Inc. (Professional
Associates) to estimate the necessary rehabilitation scope of work. Professional Associates estimated
$1,754,247 for rehabilitation. However, based upon prior experience CHW is proposing to spend an
estimated $2,800,000 ($40,000 per unit) on the proposed rehabilitation. CHW intends to complete a
comprehensive renovation of Mayberry, including: optimizing energy performance and building
sustainability, complete windows replacement, renovating bathrooms, reducing carpeted surfaces,
improving units’ indoor air quality, installing Energy Star efficient appliances, installing high efficiency
lighting, installing low-water use fixtures, and updating landscaping for low-water use. CHW also plans
to reconfigure two units to create a permanent manager’s unit as well as construct a community room.
A rehabilitation summary is included as Attachment 7.
Estimated Timeline
The estimated development timeline is as follows:
Milestones
• Housing Commission for preliminary approval
• Housing Authority for preliminary approval
• City Council IRS-required TEFRA hearing
• TCAC tax credit application
• CDLAC bond allocation application
• Housing Commission final bond authorization
• CDLAC and TCAC allocation meetings
• Housing Authority final bond authorization
• Estimated bond issuance and escrow closing
• Start of rehabilitation work
• Completion of rehabilitation work

Estimated Dates
• February 13, 2015
• March 10, 2015
• March 10, 2015
• March 20, 2015
• March 20, 2015
• May 8, 2015
• May 20, 2015
• June 2, 2015
• June 23, 2015
• June 2015
• February 2016 (8 months)
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AFFORDABLE HOUSING IMPACT
As shown in Table 6 (below), the Housing Commission’s existing loan and existing bonds restrict 28
units at Mayberry to households with incomes ranging from 50 to 60 percent of Area Median Income
(AMI). The City loans restrict 69 units to households with incomes ranging from 50 percent to 80
percent of AMI.
Table 6 - Public Lenders Estimated Amounts and Affordability Restrictions
Current Public Financing
Loan Amount
Restricted Units
HOME Funds
$650,000 7 units at 50 percent AMI
Trust Fund Financing
+20,000 21 units at 60 percent AMI
Subtotal SDHC Loan
$670,000 28 units
Est’d. Accrued 3% Interest *
+237,570
Est’d. Total SDHC Loan
$907,570
2001 Bond Issue
** $3,400,000 28 units at 30 to 60 percent AMI
Civic San Diego Loan 1
$799,957
Civic San Diego Loan 2
+799,370
Total Civic San Diego
$1,599,327 69 units at 50 to 80 percent AMI
Est’d. Accrued Interest
+350,000
Est’d. Total Civic Loans
$1,949,327
* estimated interest to the June 4, 2015 estimated closing.
** original bond issuance amount.

Restrictions Term

To March 1, 2029

To July 1, 2055

To 2063

It is proposed that the Housing Commission’s rent and occupancy restrictions will be recorded against
69 units for 55 years from date of the escrow closing. The 69 units will be affordable to tenants with
incomes ranging from 50 to 80 percent AMI. Thus this report’s recommendations would increase the
Housing Commission affordability restrictions from 28 units to 69 units and preserve affordability for an
extended term (55 years from escrow closing).
Table 7 -Mayberry Affordability & Monthly Estimated Rent Table *
Affordability Mix

HOME Units: **
50% AMI units
60% AMI units
Subtotal HOME
Non HOME Units: **
50% AMI units
60% AMI units
80% AMI units
Manager’s unit
Subtotal Non HOME
Combined Total Units

Studio Units
(estd 400 sq. feet)
Estimated
Units Net Rent

One Bedroom Units
( estd 500 sq. feet)
Estimated
Units Net Rent

Two Bedroom Units
(774 sq. feet)
Estimated
Units
Net Rent

Three Bedrooms
(1014 sq. feet)
Estimated
Units Net Rent

Total

0
0
0

----

0
0
0

----

4
2
6

$822
$993
--

3
2
5

$908
$1,098
--

7
4
11

1
0
0
0
1
1

$643
--

1
0
0
0
1
1

$716
--

1
7
21
1
30
36

$822
$993
$1,066
--

1
6
20
0
27
32

$908
$1,098
$1,231
--

4
13
41
1
59
70

--

--

*Estimated net rents after utilities allowance deduction. The developer’s market study shows
estimated market rents are: studios $817, one–bedrooms $922, two-bedrooms $1,148, and
three-bedrooms $1,292.
**The HOME restricted units are also restricted as tax credit units. The more stringent of the funding
sources’ affordability/rent restrictions will take precedence during the term of their applicability.
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Mayberry currently has 14 federal Housing Choice Voucher (Section 8) rental assistance tenants.
FISCAL CONSIDERATIONS
The proposed funding sources and uses approved by this action were approved by the Housing
Authority in the Fiscal Year 2015 Housing Commission Budget. Approving this report’s proposed
actions will increase fee revenue by $24,460 and provide reimbursement of $25,000 in attorney costs to
the Fiscal Year 2015 total budget.
No Housing Commission new direct cash loan funds are proposed with this report’s actions.
PREVIOUS COUNCIL and/or COMMITTEE ACTION
On October 30, 2007, the Housing Authority approved revisions to the terms of a previously approved
loan to allow for a loan refinance by Southeastern Economic Development Corp.
On October 3, 2003, the Housing Commission approved a change of ownership as well as an assumption
and repositioning of a Housing Commission residual receipts loan for Summit Crest Apartments.
On October 30, 2001, the Housing Authority approved final steps to issue tax-exempt and taxable
housing revenue bonds for Summit Creek Apartments.
On February 16, 1999, the Housing Authority approved a loan to Southwest Crest, L.P., for the
acquisition and rehabilitation of Mayberry Apartments.
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS
On September 8, 2014, the Southeastern San Diego Planning Group (SSDPG) voted in favor of the
project 9-2 (plus one abstention) with various conditions including: resolving any due diligence issues,
off-street parking for staff, reinforced window glass in laundry rooms, upgraded exhaust fans in kitchens
and bathrooms, management by a Certified Property Manager with a management plan, disclosure of
public funds, child-proof-spaced-wrought-iron fencing, and implement police department
recommendations. CHW will make a good faith effort to comply with the SSDPG requests to the extent
reasonably feasible.
KEY STAKEHOLDERS and PROJECTED IMPACTS
Stakeholders for this project include: the residents of Mayberry, MAAC as the project’s current
owner/seller, CHW as the developer, the Housing Commission as a lender and the City of San Diego as
a lender. The property rehabilitation is expected to have a positive impact on the community because it
will preserve and improve existing affordable housing.
ENVIRONMENTAL REVIEW
The proposed rehabilitation is categorically exempt from the requirements of the California
Environmental Quality Act (CEQA) pursuant to Section 15301 of the State CEQA Guidelines because
Park Crest is an existing facility and the proposed actions do not involve expansion of the existing use.
The project meets the criteria set forth in CEQA Section 15301(a), which allows for exterior and interior
alterations of existing facilities. Processing under the National Environmental Policy Act is not required
as no federal funds are involved in this action.
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STATEMENT for PUBLIC DISCLOSURE
CHW’s Statement for Public Disclosure is at Attachment 8.
Respectfully submitted,

Approved by,

J.P. Correia

Deborah N. Ruane

J.P. Correia
Real Estate Manager
Real Estate Department

Deborah N. Ruane
Senior Vice President
Real Estate Department

Attachments:
1)
2)
3)
4)
5)
6)
7)
8)

Development Summary
Site Maps
Developer’s Request
Proposed Loan Modification Terms
Multifamily Bond Summary
Project pro forma
Rehabilitation Summary
Developer Disclosure Statements
a. CHW
b. MAAC

Hard copies are available for review during business hours in the main lobby of the San Diego Housing
Commission offices at 1122 Broadway, San Diego, CA 92101 and at the Office of the San Diego City
Clerk, 202 C Street, San Diego, CA 92101. You may also review complete docket materials on the San
Diego Housing Commission website at www.sdhc.org.

ATTACHMENT 1 – DEVELOPMENT SUMMARY

Table 1 - Development Details
Address
4328-70 & 4490 Mayberry Street, San Diego
Council District
9
Community Plan Area Southeastern San Diego Planning Group
Development Type
Acquisition with Rehabilitation
Construction Type
Type V
Parking Type
Surface Parking (102 parking spaces) (1.46 spaces per unit)
Housing Type
Multifamily
Lot Size
2.97 acres, 129,373 square feet
Units
70
Density
24 dwelling units per acre (70 units ÷ 2.97 acres = 24 d.u.)
Unit Mix
35 two-bedroom units and 35 three-bedroom units
Gross Building Area
70,628 square feet
Net Rentable Area
68,628 square feet
Table 2 - Development Team Summary
Role/Firm
Proposed new owner - a California limited partnership to be formed by CHW
Architect - Joseph Simon Associates Inc., Carlsbad
Civil Engineering - to be determined
General Contractor - to be determined
Phase I Environmental - SCS Engineers, San Diego
Property Manager - ConAm Management Corporation, San Diego
Tenant Services Provider - CHW
Construction Lender (multifamily revenue bond issue) - Bank of America
Tax Credit Investor - Merritt Community Capital
Table 3A – Mayberry Estimated Sources of Financing
Construction Financing Sources
Construction Loan
(multifamily mortgage revenue bonds)
City Loans
Housing Commission Loan w/ interest
MAAC Seller Carryback Loan
Income from Operations
4% Tax Credit Equity
Deferred to Permanent Conversion

Total Development Cost

Amounts
$9,992,686
1,599,327
907,570
0
417,509
819,645
2,351,940

$16,088,677

Permanent Financing Sources
Permanent Loan
(multifamily mortgage revenue bonds)
City Loans
Housing Commission Loan w/ interest
MAAC Seller Carryback Loan
Income from Operations
4% Tax Credit Equity
Soft Debt Accrued Interest
Refunds
CHW Developer Fee Contribution
Deferred Developer Fee
Total Development Cost (TDC)

Amounts

Per Unit

$5,630,000
1,599,327
907,570
764,940
417,509
5,464,299
50,602
50,091
536,894
667,445
$16,088,677

$80,429
22,848
12,965
10,928
5,964
78,061
723
716
7,670
9,551
$229,838

1-1

Table 3B – Mayberry Estimated Uses of Financing
Permanent Financing Uses
Acquisition, Closing Costs, and Solar Buyout
Hard Costs (with site work and contingency)
Architect and Engineering
Financing Costs
Accrued Interest from Soft Debt (Constr. Term)
Reserves (Replacement & Operating)
City Permits and Fees
Fees and Syndication (including developer fee)
Soft Costs
Total Development Cost

Table 4 - Key Performance Indicators
Development Cost Per Unit
Housing Commission Subsidy Per Unit
(existing loan plus estimated interest)
Acquisition Cost Per Unit
Gross Building Square Foot Hard Cost

Amounts
$9,205,358
2,800,000
182,000
775,523
50,602
227,160

17,500
1,994,918
835,616
$16,088,677

Per Unit

$131,505
40,000
2,600
11,079
723
3,245
250
28,499
11,937
$229,838

$16,088,677 ÷ 70 units =

$229,838

$907,570 ÷ 70 units =
$8,930,000 ÷ 70 units =
$2,800,000 ÷ 70,628 sq. ft. =

$12,965
$127,571
$39.64

Table 5 - Comparable Loan Modification with Rehabilitation Projects
Project Name

Year

Construction
Type

Subject - Mayberry
City Heights 10
Knox Glen

2015
2013
2012

V
V
V

Units
70
132
54

Total
Development
Cost
$16,088,677
$16,693,873
$10,193,542

TDC
Cost Per
Unit
$229,838
$126,469
$188,769

* SDHC
Subsidy
Per Unit
$12,965
$47,561
$48,491

Rehab
Per Unit

Rehab Cost
$2,800,000
$3,669,268
$2,618,500

$40,000
$27,797
$48,491

Table 6 - Public Lenders Estimated Amounts and Affordability Restrictions
Current Public Financing
Loan Amount
Restricted Units
HOME Funds
$650,000 7 units at 50 percent AMI
Trust Fund Financing
+20,000 21 units at 60 percent AMI
$670,000 28 units
Subtotal SDHC Loan
+237,570
Estd Accrued 3% Interest *
Estd Total SDHC Loan
$907,570
2001 Bond Issue
** $3,400,000 28 units at 30 to 60 percent AMI
Civic San Diego Loan 1
$799,957
Civic San Diego Loan 2
+799,370
$1,599,327 69 units at 50 to 80 percent AMI
Total Civic San Diego
+350,000
Estd Accrued Interest
Estd Total Civic Loans
$1,949,327
* estimated interest to the June 4, 2015 estimated closing.

Restrictions Term

To March 1, 2029

To July 1, 2055

To 2063

** original bond issuance amount.
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Table 7 -Mayberry Affordability & Monthly Estimated Rent Table *
Affordability Mix

HOME Units: **
50% AMI units
60% AMI units
Subtotal
HOME
Non HOME Units:
**
50% AMI units
60% AMI units
80% AMI units
Manager’s unit
Subtotal Non
HOME
Combined Total
Units

Studio Units
(estd 400 sq. feet)

One Bedroom
Units
( estd 500 sq. feet)
Estimated
Units Net Rent

Two Bedroom Units
(774 sq. feet)

Units

Estimated
Net Rent

0
0
0

----

0
0
0

----

4
2
6

$822
$993
--

3
2
5

$908
$1,098
--

7
4
11

1
0
0
0
1

$643
--

1
0
0
0
1

$716
--

1
7
21
1
30

$822
$993
$1066
--

1
6
20
0
27

$908
$1,098
$1,231
--

4
13
41
1
59

1

--

1

--

Units

36

Estimated
Net Rent

Three Bedrooms
(1014 sq. feet)

Units

32

Estimated
Net Rent

Total

70

* - Estimated net rents after utilities allowance deduction.
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FLOOR PLAN
MAYBERRY TWO BEDROOM UNITS
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FLOOR PLAN
MAYBERRY THREE BEDROOM UNITS
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ii) Affordable Units to be restricted under the Housing Commission’s loan will increase
from the current 28 units at Area Median Income (AMI) levels (as shown above) to an
additional 41 affordable units at 80 percent of AMI as currently proposed for City’s
Second Amendment to Agreement Affecting Real Property.
a. This proposed modification will result in 69 total affordable units under the Housing
Commission’s loan an increase of 41 affordable units beyond the
current 28 Housing Commission restricted units.
b.The 41 additional affordable units under the Housing Commission’s proposed
modification will, for consistency with the City’s loans’ proposed loan revision, be
affordable at 80 percent AMI.
iii) Affordability for the new bond issuance will be as required by the California Debt
Limit Allocation Committee.
6) The MAAC carryback loan will be subordinated to the public lenders’ loans.
7) The Savvas Marinos Colliers International Real Estate broker’s $147,900 fee will be paid from
escrow.
8) For this sale of Mayberry from MAAC to CHW’s to-be-formed entity, and in the event of any
sale, conveyance or transfer of the property, all replacement and operating reserves shall be
transferred to and become the property of the new owner.
9) The developer fee is summarized as follows:
$ 664,078 cash developer fee to CHW
+ 667,445 deferred developer fee to CHW
$1,331,523 subtotal developer fee to CHW
+ 536,894 developer fee to be contributed to the project
$1,868,417 total developer fee
10) Developer Fee Disbursement Schedule to CHW (percentages apply if fee changes):
a. Up to 50 percent of the $664,078 cash developer fee at escrow closing = $332,039.
b. Up to 25 percent of the $664,078 cash developer fee at 50 percent of rehab completion =
$166,020.
c. Up to 15 percent of the $664,078 cash developer fee at Notice of Completion and all
unconditional lien releases are forwarded to the Housing Commission = $99,612.
d. Up to 10 percent of the $664,078 cash developer fee upon conversion to permanent
financing = $66,407.

ATTACHMENT 5
HOUSING COMMISSION MULTIFAMILY
HOUSING REVENUE BOND PROGRAM
SUMMARY
General Description: The multifamily housing bond program provides below-market
financing (based on bond interest being exempt from income tax) for developers willing
to set aside a percentage of project units as affordable housing. Multifamily housing
revenue bonds are also known as “private activity bonds” because the projects are owned
by private entities, often including nonprofit sponsors and for-profit investors.
Bond Issuer: Housing Authority of the City of San Diego. There is no direct legal
liability to the City, the Housing Authority or the Housing Commission in connection
with the issuance or repayment of bonds. There is no pledge of the City’s faith, credit or
taxing power nor of the Housing Authority’s faith and credit. The bonds do not
constitute a general obligation of the issuer because security for repayment of the bonds
is limited to specific private revenue sources, such as project revenues. The developer is
responsible for the payment of costs of issuance and all other costs under each financing.
Affordability: Minimum requirement is that at least 20% of the units are affordable at
50% of Area Median Income (AMI). Alternatively, a minimum of 10% of the units may
be affordable at 50% AMI with an additional 30% of the units affordable at 60% AMI.
The Housing Commission requires that the affordability restriction be in place for a
minimum of 15 years. Due to the combined requirements of state, local, and federal
funding sources, projects financed under the Bond Program are normally affordable for
30-55 years and often provide deeper affordability levels than the minimum levels
required under the Bond Program.
Rating: Generally “AAA” or its equivalent with a minimum rating of “A” or, under
conditions that meet IRS and Housing Commission requirements, bonds may be unrated
for private placement with institutional investors (typically, large banks). Additional
security is normally achieved through the provision of outside credit support (“credit
enhancement”) by participating financial institutions that underwrite the project loans and
guarantee the repayment of the bonds. The credit rating on the bonds reflects the credit
quality of the credit enhancement provider.
Approval Process:
• Inducement Resolution: The bond process is initiated when the issuer (Housing
Authority) adopts an “Inducement Resolution” to establish the date from which
project costs may be reimbursable from bond proceeds (if bonds are later issued)
and to authorize staff to work with the financing team to perform a due diligence
process. The Inducement Resolution does not represent any commitment by the
Housing Commission, Housing Authority, or the developer to proceed with the
financing.
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•

TEFRA Hearing and Resolution (Tax Equity and Fiscal Responsibility Act of
1982): To assure that projects making use of tax-exempt financing meet
appropriate governmental purposes and provide reasonable public benefits, the
IRS Code requires that a public hearing be held and that the issuance of bonds be
approved by representatives of the governmental unit with jurisdiction over the
area in which the project is located (City Council). This process does not make
the City financially or legally liable for the bonds or for the project.
[Note: It is uncommon for the members of the City Council to be asked to take
two actions at this stage in the bond process---one in their capacity as the City
Council (TEFRA hearing and resolution) and another as the Housing Authority
(bond inducement). Were the issuer (Housing Authority) a more remote entity,
the TEFRA hearing and resolution would be the only opportunity for local elected
officials to weigh in on the project.]

•

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

•

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

•

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

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