
EXECUTIVE SUMMARY 
HOUSING COMMISSION 

EXECUTIVE SUMMARY SHEET 

MEETING DATE: July 18, 2019  HCR19-057 

COUNCIL DISTRICT(S): 9 

SUBJECT:  Wesley Terrace 

ORIGINATING DEPARTMENT: Real Estate Division 

CONTACT/PHONE NUMBER: Tina Kessler (619) 578-7569 

REQUESTED ACTION: 
Authorize the issuance of up to $22,000,000 in Housing Authority of the City of San Diego tax-
exempt Multifamily Housing Revenue Bonds to fund the acquisition and rehabilitation of 
Wesley Terrace, a 161-unit rental housing development, located at 5343 Monroe Avenue, San 
Diego 92115, which will consist of 159 units that will remain affordable for 55 years and two 
unrestricted managers’ units.  

EXECUTIVE SUMMARY OF KEY FACTORS: 
• The proposed development is a161-unit affordable rental housing rehabilitation project

that will located at 5343 Monroe Avenue in the College Area of Council District 9.
• The development includes a mix of studio, and one-bedroom units with rents restricted

from 50 – 60 percent of San Diego Area Median Income
• C&C Development Group and DAL Developments, the co-developers, are seeking

preliminary approvals to issue up to $22,000,000 in tax-exempt Multifamily Housing
Revenue Bonds. There will be no Housing Commission loan funds in this transaction.

• Total development cost of the development is $32,715,038
• Staff requests the Housing Commission Board recommend to the Housing Authority

approval of the following steps:
o That the San Diego Housing Commission (Housing Commission) recommend

that the Housing Authority of the City of San Diego (Housing Authority)
authorize the issuance of up to $22,000,000 in tax-exempt Multifamily Housing
Revenue Bonds to facilitate Wesley Terrace Partners, LP’s acquisition and
rehabilitation of Wesley Terrace, a 161-unit rental housing development, located
at 5343 Monroe Avenue, San Diego 92115, in the College Area of City Council
District 9, which will consist of 159 units that will remain affordable for 55 years
and two unrestricted managers’ units.

• If approved, the developer could commence construction in September 2019 and complete
construction by June 2020.
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REPORT 
DATE ISSUED:  July 11, 2019 REPORT NO:  HCR19-057 

ATTENTION:  Chair and Members of the San Diego Housing Commission
For the Agenda of July 18, 2019 

SUBJECT:       Final Bond Authorization for Wesley Terrace 

COUNCIL DISTRICT: 9 

REQUESTED ACTION 
Authorize the issuance of up to $22,000,000 in Housing Authority of the City of San Diego tax-exempt 
Multifamily Housing Revenue Bonds to fund the acquisition and rehabilitation of Wesley Terrace, a 
161-unit rental housing development, located at 5343 Monroe Avenue, San Diego, California 92115,
which will consist of 159 units that will remain affordable for 55 years and two unrestricted managers’
units.

STAFF RECOMMENDATION 
That the San Diego Housing Commission (Housing Commission) recommend that the Housing 
Authority of the City of San Diego (Housing Authority) authorize the issuance of up to $22,000,000 in 
tax-exempt Multifamily Housing Revenue Bonds to facilitate Wesley Terrace Partners, LP’s acquisition 
and rehabilitation of Wesley Terrace, a 161-unit rental housing development, located at 5343 Monroe 
Avenue, San Diego, California 92115, in the College Area of City Council District 9, which will consist 
of 159 units that will remain affordable for 55 years and two unrestricted managers’ units.  

SUMMARY 
Development Summary is included as Attachment 1. 

Table 1 – Development Details 
Address 5343 Monroe Avenue, San Diego 92115 
Council District 9 
Community Plan Area College Area 
Development Type Rehabilitation 
Construction Type Type-I 
Parking Type Surface – 61 parking spaces 
Housing Type Senior 
Lot Size 1.52 acres – 66,211 square feet 
Units 161 
Density 105 dwelling units per acre 
Affordable Unit Mix 114 studio units 

45 one-bedroom units 
1 one-bedroom manager unit  
1 two-bedroom manager unit 

Gross Building Area 110,000 square feet 
Net Rentable Area 67,370 square feet 
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The Development 
Wesley Terrace is an existing 161-unit senior rental housing development located at 5343 Monroe Avenue 
in the College Area (Attachment 2 – Site Map). The eight-story building was originally constructed in 1973 
and consists of 114 studio units, 45 one-bedroom units, one one-bedroom manager’s unit, and one two-
bedroom manager’s unit, on-site parking, library, community kitchen, computer lab, and on-site support 
staff.   
 
Developer’s Request 
The development partners submitted a request for final steps for the issuance of up to $22,000,000 of tax-
exempt Multifamily Housing Revenue Bonds.  
 
Building Conditions/Proposed Rehabilitation Work 
Wesley Terrace is approximately 46 years old, and the building is in need of capital improvements. The 
developer is requesting the issuance of up to $22,000,000 in Multifamily Housing Revenue Bonds to 
finance the acquisition and rehabilitation of the property to extend its useful life and maintain its 
marketability. The scope of the proposed rehabilitation includes comprehensive improvements to unit 
interiors, common areas, and elevator, as well as improvements to building electrical, plumbing, and 
mechanical systems.  
 
Relocation 
The developer does not anticipate permanent relocation of any of the current tenants. The rehabilitation 
work will require the developer to temporarily relocate tenants while work is taking place in their unit. The 
developer will be responsible for coordinating all temporary relocation.  
 
Sustainability Features 
Wesley Terrace will comply with the California Tax Credit Allocation Committee’s (TCAC) minimum 
energy efficiency standards for rehabilitation projects, which requires demonstrating at least 10 percent 
post-rehabilitation improvement in energy efficiency over existing conditions.  
 
Accessibility 
TCAC requires wheelchair accessibility in 10 percent of the units, with an additional 4 percent of the units 
accessible to residents with visual and/or hearing impairment. In the event that existing building conditions 
prove to be financially infeasible to correct, to comply with the 10 percent TCAC requirements, Wesley 
Terrace Partners, LP and the project architect will work to obtain a waiver from TCAC.  
 
Development Team 
During the 15-year tax credit compliance period, Wesley Terrace will be owned by Wesley Terrace 
Partners, a California limited partnership (a single-asset limited partnership) that will include: Wesley 
Terrace Management, LLC; Wesley Developments, a California nonprofit corporation as general 
partner; and Boston Financial Investment Management Company tax-credit investor limited partner.  
 
Wesley Terrace Management, LLC, is composed of C&C Development Group, LLC (C&C) and DAL 
Development, LLC (DAL). Principals of C&C are Casey Healing and Colin Rice. The principal at DAL 
is David Beacham. Combined, C&C and DAL have developed 28 properties totaling 3,778 affordable 
units. Currently, C&C and DAL combined hold ownership in 16 developments totaling 2,419 affordable 
units. Public disclosures are included as Attachment 3 and 4.  
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Table 2 - Development Team Summary 
ROLE FIRM 

Owner Wesley Terrace Partners, LP 
Administrative General Partner Wesley Terrace Management, LLC 
Managing General Partner Wesley Developments, a California Nonprofit Corp.  
Investor Limited Partner Boston Financial Investment Management Company 
Developer C&C Development Group LLC 

DAL Development, LLC 
Architect Ground Floor Design 
General Contractor MFRG/Icon Construction 
Property Management Royal Property Management 
Construction Lender Citi Community Capital 
Permanent Lender Citi Community Capital 

 
FINANCING STRUCTURE 
Wesley Terrace has an estimated total development cost of $32,715,038. Financing will include a 
combination of tax-exempt Multifamily Housing Revenue Bonds, federal 4 percent tax credits, 
capitalized interest from operations, and a deferred developer fee.   
 
There will be no Housing Commission loan proceeds provided to this development.  
 
Estimated permanent sources and uses of financing are provided in Table 3. The developer’s project pro 
forma is provided as Attachment 5. 
 

Table 3 –Estimated Sources and Uses of Financing 
Permanent Financing Sources Amounts Permanent Financing Uses Amounts 
Permanent Loan $21,000,000 Acquisition Costs $12,000,000 
Tax Credit Equity     7,614,432 Construction Costs   13,853,827 
Seller Proceeds     3,774,550 Soft Costs     3,117,813 
Capitalized Interest from 
Operations        300,000 Financing Costs         483,350 

Deferred Developer Fee          26,056 Developer Fee     3,260,048 
Total Development Cost $32,715,038 Total Development Cost $32,715,038 

 
Developer Fee 
On April 25, 2017, the Housing Authority approved the “Request for Approval of Updated Developer 
Fees” (HAR17-011). That report approved certain developer fee guidelines for multifamily loans and 
bonds issuances. That report states: “Multifamily housing revenue bond issuances that do not include 
Housing Commission gap financing shall not be restricted to Housing Commission developer fee 
limits.” Wesley Terrace’s financing does not include Housing Commission cash gap financing. Thus, 
this development’s proposed developer fee is calculated pursuant to TCAC regulations. For 4 percent 
tax credit transactions the TCAC developer fee is a calculation of 15 percent of eligible basis and 15 
percent of acquisition bases (not including the developer fee).  
 
Wesley Terrace’s proposed developer fee is as follows:  
$ 3,260,048 – gross developer fee 
-       26,056 – deferred developer fee 
$ 3,233,992 – net cash developer fee 
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Prevailing Wages 
Prevailing wages are not applicable to the proposed rehabilitation because no federal or state funds will 
be used.  
 
Development Cost Key Performance Indicators 
Housing Commission staff has identified development cost performance indicators, which were used to 
evaluate the proposed development. The key performance indicators listed in Table 4 are commonly 
used by real estate industry professionals and affordable housing developers.  
 

Table 4 – Key Performance Indicators 
Development Cost Per Unit $32,715,038 ÷ 161 units =  $203,199 
Acquisition Cost Per Unit $12,000,000 ÷ 161 units =  $74,534 
Net Rentable Square Foot Hard Cost $13,853,827 ÷ 67,370 sq. ft. =  $206 
Gross Building Square Foot Hard Cost $13,853,827 ÷ 110,000 sq. ft. = $126 

 
Project Comparison Chart 
There are multiple factors and variables that influence the cost of developing multifamily affordable 
housing, including but not limited to project location, site conditions, site improvements needed, 
environmental factors, land use approval process, community involvement, construction type, design 
requirements/constraints, economies of scale, City impact fees, developer experience and capacity, and 
amenities necessary to gain tax credit approval. Table 5 shows a comparison of the subject property and 
other developments of the same construction type. 
 

Table 5 – Comparable Rehabilitation Projects 

Project Name Year Construction 
Type Units 

Total 
Development 

Costs 

Cost Per 
Unit 

SDHC 
Subsidy 
Per Unit 

Hard 
Cost Per 

Unit 
Wesley Terrace 2019 I 161 $32,715,038 $203,199 $0 $86,049 
Luther Tower 2017 I 200 $29,377,773 $146,889 $0 $57,111 

San Diego Square 2014 I 155 $38,956,670 $251,333 $0 $76,549 
 
AFFORDABLE HOUSING IMPACT  
Under the proposed bond financing, Wesley Terrace would have 159 units restricted to households with 
incomes from 50 percent to 60 percent of San Diego Area Median Income (AMI). The remaining units 
will be two unrestricted managers’ units. The affordable units will be restricted for a 55-year term. Table 
6 summarizes the affordability: 
 

Table 6 – Affordability & Monthly Estimated Rent Table 

Unit Type AMI Number of 
Units 

Maximum 
Gross Rents 

Studio  50% 12 $936 
1-bedroom  50% 5 $1,003 
Studio 60% 102 $1,123 
1-bedroom 60% 40 $1,203 
1-bedroom Manager -- 1 -- 
2-bedroom Manager  -- 1 -- 
Total  161  
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TAX-EXEMPT MULITFAMILY HOUSING REVENUE BONDS 
 
Proposed Housing Bonds 
Multifamily housing financing often involves the issuance of tax-exempt Multifamily Housing Revenue 
Bonds (Bonds) on behalf of private developers of qualifying affordable rental apartment projects. The 
advantages of tax-exempt financing to developers include below-market interest rates and access to Low 
Income Housing Tax Credits (Tax Credits) – features that are not available with typical conventional 
multifamily housing mortgage loans.  
 
The Housing Commission utilizes the Housing Authority’s tax-exempt borrowing status to pass on 
lower tax-exempt interest rate financing (and make 4 percent tax credits available) to developers of 
affordable rental housing. The Housing Authority’s ability to issue bonds is limited under the U.S. 
Internal Revenue Code. To issue bonds for a development, the Housing Authority must first submit an 
application to the California Debt Limit Allocation Committee (CDLAC) for a bond allocation. Prior to 
submitting applications to CDLAC, developments are brought before the Housing Commission, 
Housing Authority and City Council. Housing Authority bond inducement resolution must be obtained 
prior to application submittal, and a City Council Tax Equity and Fiscal Responsibility Act (TEFRA) 
City Council resolution must be secured no later than 30 days after application submittal. On April 23, 
2019, these actions were completed for Wesley Terrace.  
 
The project is anticipated to receive an allocation of up to $22,000,000 in tax-exempt Multifamily 
Housing Revenue Bonds and 4 percent tax credits on July 17, 2019,  from TCAC and CDLAC. The 
developer proposes that the bond proceeds will be used for both construction financing and permanent 
financing. The developer proposed that the bonds be issued through a tax-exempt private placement 
bond issuance. The bonds will meet all requirements of the Housing Commission’s Multifamily Housing 
Revenue Bond Program policy and will fully comply with the City of San Diego’s (City) ordinance on 
bond disclosure. The amount of bonds ultimately issued will be based upon development costs, revenues 
and interest rates prevailing at the time of bond issuance.  
 
A general description of the Multifamily Housing Revenue Bond Program and the actions that must be 
taken by the Housing Authority to initiate and finalize proposed financings are described in Attachment 
6. Final authorization of the Bonds issuance will require Housing Authority approval on July 30, 2019. 
 
Public Disclosure on Bond Authorization 
The tax-exempt debt, in the form of the bonds/note (Bonds), will be sold through a private placement 
purchased directly by Citibank, N.A. Citibank is a “qualified institutional buyer” within the meaning of 
the U.S. securities laws. At closing, Citibank 
 
Under the private placement structure for this transaction, Citibank will make a loan to the Housing 
Authority pursuant to the terms of the Funding Loan Agreement among Citibank, the Housing Authority 
and a to-be-selected Fiscal Agent. The Loan made by Citibank to the Housing Authority (Funding Loan) 
will be evidenced by the Bonds, which will obligate the Housing Authority to pay Citibank the amount it 
receives from the Borrower, as described below. The Housing Authority and the Borrower will enter 
into a Borrower Loan Agreement, pursuant to which the proceeds of the Funding Loan will be advanced 
to the Borrower. In return, the Borrower agrees to pay the Fiscal Agent amounts sufficient to make 
payments on the Bonds. The Housing Authority’s obligation to make payments on the Bonds is limited 
to the amounts the Fiscal Agent receives from the Borrower under the Borrower Loan Agreement, and 
no other funds of the Housing Authority are pledged to make payments on the Bonds.  
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Citibank will be originating its loan pursuant to the Freddie Mac “TEL” (i.e., tax exempt loan) program. 
Within 30 days of closing, the Note will be purchased from Citibank by Freddie Mac under the TEL 
program, Citibank will be the initial purchaser of the Note issued by the Housing Authority.  
 
The transfer of the Bonds to any subsequent purchaser – including to Freddie Mac pursuant to the 
preceding paragraph – will comply with Housing Commission policy number PO300.301. Moreover, 
any subsequent Bond holder would be required to represent to the Housing Authority that it is a 
qualified institutional buyer or accredited investor who is buying the Bonds for investment purposes and 
not for resale, and has made due investigation of any material information necessary in connection with 
the purchase of the Bonds. The following document will be executed on behalf of the Housing Authority 
with respect to the Bonds: Funding Loan Agreement, Borrower Loan Agreement, Assignment of Deed 
of Trust, Regulatory Agreement, and other ancillary loan documents. At the time of docketing, 
documents in substantially final form will be presented to members of the Housing Authority. Any 
changes to the documents following Housing Authority approval require the consent of the City 
Attorney’s Office and Bond Counsel.  
 
The Bonds will be issued pursuant to the Funding Loan Agreement. Based upon instructions contained 
in the Funding Loan Agreement and the Borrower Loan Agreement, Citibank will disburse Bond 
proceeds for eligible costs and will, pursuant to an assignment from the Housing Authority, receive 
payments from the Borrower. The Borrower Loan Agreement sets out the terms of the repayment and 
the security for the loan made by the Housing Authority to the Borrower, and the Housing Authority 
assigns its rights to receive repayments under the loan agreement to Citibank. The Regulatory 
Agreement will also ensure that the project complies with all applicable federal and state laws. An 
Assignment of Deed of Trust and other Loan Documents, which assigns the Housing Authority’s rights 
and responsibilities as the issuer to Citibank, is signed by the Housing Authority for the benefit of 
Citibank. Rights and responsibilities that are assigned to Citibank include the right to collect and enforce 
the collection of loan payments, monitor project construction and related budgets, and enforce insurance 
and other requirements. These rights will be used by Citibank to protect its financial interests as the 
holder of the Bonds.  
 
Financial Advisor’s Recommendations 
Squire Patton Boggs is the bond counsel and CSG Advisors is the Municipal Advisor to work on the tax-
exempt bond issuance. After evaluating the terms of the proposed financing and the public benefits to be 
achieved, it is the Financial Advisor’s recommendation that the Housing Authority proceed with the 
bond issuance. The financial advisor’s analysis and recommendation is included as Attachment 7.  
 
FISCAL CONSIDERATIONS   
The proposed funding sources and uses proposed for approval by this proposed action are included in 
the Housing Authority-approved Fiscal Year (FY) 2020 Housing Commission Budget. Approving this 
action will not change the FY 2020 total budget. 
 
Estimated funding sources approved by this action will be as follows:  
Bond Issuance Fees - $55,000.00 ($22,000,000 x .0025) 
 
Estimated funding uses approved by this action will be as follows:  
Rental Housing Finance Program Administration Costs - $55,000.00 
 
There are no fiscal impacts to the Housing Commission, the City of San Diego, or the Housing Authority. 
The bonds would not constitute a debt of the City. If bonds are ultimately issued for the development, the 
bonds will not financially obligate the City, the Housing Authority or the Housing Commission because 
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security for the repayment of the bonds will be limited to specific private revenue sources of the 
development. Neither the faith and credit nor the taxing power of the City or the Housing Authority would 
be pledged to the payment of the bonds. The developer is responsible for the payment of all costs under the 
financing, including the Housing Commission annual administrative fee, as well as Housing Commission 
Bond Counsel and Financial Advisor fees. Additionally the developer is responsible for payment of the 
Housing Commission’s 0.0025 bond amount issuer fee (estimated at $55,000 with a $22,000,000 bond 
issue) and the Housing Commission’s annual administrative fee (estimated at $26,250) with an estimated 
$21,000,000 outstanding bonds amount at permanent financing conversion.  
 
Development Schedule 
The estimated development timeline is as follows. 
 
Milestones Estimated Dates 
• Housing Authority final bond authorization 
• Estimated bond issuance and escrow closing 

• July 30, 2019 
• August 15, 2019 

• Estimated start of construction work • September 2019 
• Estimated completion of construction work • July 2020 

 
PREVIOUS COUNCIL and/or COMMITTEE ACTION 
On April 11, 2019, and April 23, 2019, respectively, the Housing Commission (Report No. HCR19-031) 
and the Housing Authority (Report No. HAR19-009) approved preliminary steps to issue up to 
$24,000,000 of tax-exempt Multifamily Housing Revenue Bonds.  
 
COMMUNITY PARTICIPATION and PUBLIC OUTREACH EFFORTS 
As required by the Housing Commission Bonds Program, the developer presented their proposal for 
Wesley Terrace to the College Area Planning Group on March 13, 2019. 
 
KEY STAKEHOLDERS and PROJECTED IMPACTS 
Stakeholders include C&C Development Partners, DAL Development, the College Area community and 
residents. Rehabilitation of the property is expected to have a positive impact on the community because 
it will provide the needed capital improvements to the property and extend the affordability of 159 units 
of affordable housing.  
 
ENVIRONMENTAL REVIEW 
This activity is not a “project” and is therefore not subject to the California Environmental Quality Act 
(CEQA) pursuant to State CEQA Guidelines Section 15060(c)(3). This determination is predicated on 
Section 15004 of the Guidelines, which provides direction to lead agencies on the appropriate timing for 
environmental review. This action does not constitute approval of a project. Approval will occur once 
the environmental review has been completed in accordance with CEQA Section 15004. This action will 
not foreclose review of alternatives or mitigation measures by the public as part of the CEQA process. 
The proposed actions are approval of preliminary steps to issue bonds and do not constitute approval of 
the development activity or authorization for the issuance of bonds. Future actions to consider and 
approve development entitlement approvals related to the future development of the site will require 
additional review under the provisions of CEQA by the lead agency. Processing under the National 
Environmental Policy Act (NEPA) is not required as no federal funds are involved in this action.  
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Respectfully submitted,    Approved by, 
 
 

Tina Kessler     Jeff Davis 
 
Tina Kessler      Jeff Davis 
Housing Programs Manager    Executive Vice President & Chief of Staff 
Real Estate Division     San Diego Housing Commission 
 
Attachments: 1) Development Summary 
  2) Site Map 

3) Developer Disclosure Statement – C&C Development  
4) Developer Disclosure Statement – DAL Development 

  5) Developer’s Project Pro forma 
  6) Multifamily Housing Revenue Bond Program 
  7) Financial Advisor’s Recommendation 

 
Hard copies are available for review during business hours at the security information desk in the main 
lobby and at the fifth floor reception desk 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 in the “Governance & Legislative 
Affairs” section of the San Diego Housing Commission website at www.sdhc.org  

http://www.sdhc.org/


Attachment 1 
 

Table 1 – Development Details 
Address 5343 Monroe Avenue, San Diego 92115 
Council District 9 
Community Plan Area College Area 
Development Type Rehabilitation   
Construction Type Type-I 
Parking Type Surface – 61 parking spaces 
Housing Type Senior 
Lot Size 1.52 acres – 66,211 square feet  
Units 161 
Density 105 dwelling units per acre  
Affordable Unit Mix 114 studio units 

45 one-bedroom units 
1 one-bedroom manager unit  
1 two-bedroom manager unit 

Gross Building Area 110,000 square feet  
Net Rentable Area 67,370 square feet 

 
Table 2 - Development Team Summary 

ROLE FIRM 
Owner Wesley Terrace Partners, LP 
Administrative General Partner Wesley Terrace Management, LLC 
Managing General Partner Wesley Developments, a California Nonprofit Corp.  
Investor Limited Partner Boston Financial Investment Management Company 
Developer C&C Development Group LLC 

DAL Development, LLC 
Architect Ground Floor Design 
General Contractor MFRG/Icon Construction 
Property Management Royal Property Management 
Construction Lender Citi Community Capital 
Permanent Lender Citi Community Capital 

 
Table 3 –Estimated Sources and Uses of Financing 

Permanent Financing Sources Amounts Permanent Financing Uses Amounts 
Permanent Loan $21,000,000 Acquisition Costs $12,000,000 
Tax Credit Equity     7,614,432 Construction Costs   13,853,827 
Seller Proceeds     3,774,550 Soft Costs     3,117,813 
Capitalized Interest from 
Operations        300,000 Financing Costs         483,350 

Deferred Developer Fee          26,056 Developer Fee     3,260,048 
Total Development Cost $32,715,038 Total Development Cost $32,715,038 

 
  



Table 4 – Key Performance Indicators 
Development Cost Per Unit $32,715,038 ÷ 161 units =  $203,199 

Acquisition Cost Per Unit $12,000,000 ÷ 161 units =  $74,534 

Net Rentable Square Foot Hard Cost $13,853,827 ÷ 67,370 sq. ft. =  $206 

Gross Building Square Foot Hard Cost $13,853,827 ÷ 110,000 sq. ft. = $126 

 
Table 5 – Comparable Rehabilitation Projects 

Project Name Year Construction 
Type Units 

Total 
Development 

Costs 

Cost Per 
Unit 

SDHC 
Subsidy 
Per Unit 

Hard Cost 
Per Unit 

Wesley 
Terrace 

2019 I 161 $32,715,038 $203,199 $0 $86,049 

Luther Tower 2017 I 200 $29,377,773 $146,889 $0 $57,111 
San Diego 

Square 
2014 I 155 $38,956,670 $251,333 $0 $76,549 

 
Table 6 – Affordability & Monthly Estimated Rent Table 

Unit Type AMI Number of 
Units 

Maximum Gross 
Rents 

Studio  50% 12 $936 
1-bedroom  50% 5 $1,003 
Studio 60% 102 $1,123 
1-bedroom 60% 40 $1,203 
1-bedroom Manager -- 1 -- 
2-bedroom Manager  -- 1 -- 
Total  161  

 



Attachment 2 

 

 



Attachment 3



























Attachment 4



























Attachment 5































5-1 

ATTACHMENT 6 
HOUSING COMMISSION MULTIFAMILY 
HOUSING REVENUE BOND PROGRAM 

SUMMARY 
 
General Description:  The multifamily housing bond program provides below-market 
financing (based on bond interest being exempt from income tax) for developers willing 
to set aside a percentage of project units as affordable housing. Multifamily housing 
revenue bonds are also known as “private activity” bonds 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 or 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. 
 



1 Post Street, Suite 575 
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tel. 415.956.2454 
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June 24, 2019 

Ms. Tina Kessler 
San Diego Housing Commission 
1122 Broadway, Suite 300  
San Diego, California   92101 

RE: Wesley Terrace Apartments 

Dear Ms. Kessler: 

The San Diego Housing Commission (the "Commission") has retained CSG 
Advisors, Inc. to analyze the feasibility of the proposed tax-exempt financing for 
the Wesley Terrace Apartments (the “Project”).  Our findings are organized as 
follows: 

• Current Project Status and the Proposed Project
• The Proposed Financing
• Project’s Projected Financial Status
• Benefits and Risks to the Commission
• Public Purpose
• Negotiation of Additional Public Benefit
• Recommendations

We have based our analysis of the proposed financing on documents provided 
by DAL Development, LLC (the “Developer”), and on additional conversations 
and documents provided by representatives of the Developer and Commission 
staff.  The documents examined included the Developer’s proposed financial 
schedules and financing commitments from the proposed lender and investor.  
CSG has not visited the site of the proposed Project. 

CURRENT PROJECT STATUS AND THE PROPOSED PROJECT 

The Project will consist of the rehabilitation of an existing 161-unit property  
(the “Property”) located at 5343 Monroe Avenue, San Diego, California (the 
“Site”).  The Developer proposes to rehabilitate the Property.  Rehabilitation of 
the Project will be financed, from among other sources, equity raised from the 
sale of 4% low-income housing tax credits and tax-exempt debt issued by the 
Housing Authority of the City of San Diego (the "Housing Authority").  

159 units (i.e., excluding two managers’ units), will be subject to affordability 
restrictions as further described herein. 
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The Project was originally financed with an FHA loan under its 236 program.  
The Project currently is subject to a housing assistance payments (“HAP”) 
Section 8 contract and Use Agreement covering 159 units1.  The HAP contact 
rents will be “marked-to-market” and assigned to the new Project owner.  The 
Project is currently owned by Wesley Development, Inc, a California non-profit 
corporation. 
 
In 2000, the Commission funded a loan in the amount of $190,000 in order to 
fund rehabilitation/repairs at the Project.  The loan was repaid in August, 2012; 
however certain regulatory restrictions in connection with the Commission’s 
loan remain in effect until August 23, 2021. 
 
On April 23, 2019, the Housing Authority approved a resolution evidencing its 
official intent to conduct a tax-exempt issuance in the not-to-exceed amount of 
$24,000,000 for the Project.  The resolution also approved submittal of the 
application to the California Debt Limit Allocation Committee (“CDLAC”).  
 
On April 23, 2019, the City Council held a public hearing ("TEFRA") required 
pursuant to Section 147(f) of the Internal Revenue Code for tax-exempt 
issuances.  The City Council approved the resulting approving resolution on 
April 26, 2019.  The TEFRA hearing remains valid for a period of one year. 
 
On May 17, 2019, the Housing Authority submitted an application to CDLAC 
for $22,000,000 in tax-exempt private activity issuance authority for the Project. 
 
Based on the May 17, 2019, application, CDLAC would be expected to consider 
the application at its scheduled July 17, 2019 Allocation Meeting. 
 
 
THE PROPOSED FINANCING 
 
The Developer proposes that the Housing Authority issue up $22,000,000 in a 
tax-exempt “Tax-Exempt Note”2 (the “Note”).  The issuance of the Notes would 
occur under a single Funding Loan Agreement. 

                                            
1 The HAP contract actually covers 160 units; however, because California law requires two manager’s units for a 
development of this number of units, one of these 160 units will be a mangers unit and excluded from the requirements 
of the HAP and Use Agreement 
2 The financing would occur through the issuance of tax-exempt “Notes” under a “Back-to-Back” loan structure.  The 
Back-to-Back structure and a bond issuance structure with an Indenture are functionally equivalent.  In the Back-to-
Back Structure, a Bank Loan Agreement (between the Lender, Issuer and the Fiscal Agent) replaces the Indenture and 
a Borrower Loan Agreement (between the Issuer and the Borrower) replaces the Loan Agreement from an Indenture 
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The Developer proposes that Citibank serve as the lender/initial bond 
purchaser.  Within 30 days of closing, the Note will be purchased from 
Citibank by Freddie Mac under its “TEL” (i.e., tax exempt loan) program.  
Citibank will be the initial purchaser of Note issued by the Housing Authority 
in a not-to-exceed amount of $22,000,000. 
 
According to projections provided by the Developer, the total development 
cost, including the cost of reserves purchased pursuant to the acquisition price, 
totals approximately $32,937,500.  
 
The financing is structured as an “immediate funding” i.e., as essentially as an 
immediate permanent loan.  However, the Citibank commitment identifies an 
“Initial Construction Period” of 24 months during which time interest on the 
loan shall accrue on an interest-only basis; and a subsequent “Permanent Loan 
Term” equal to 17 years (from Closing), the commencement of which marks the 
beginning of principal amortization.  Certain conditions must be met at least 90 
days before the end of the Initial Construction Period before conversion to the 
Permanent Loan Term can occur. 
 

Wesley Terrace : Permanent Source Summary 
  Permanent 

Tax-Exempt Note  $21,000,000  
Tax Credit Equity  $7,614,400  
Purchased Reserves  $3,997,000 
Cash From Operations   $300,000 
Deferred Developer Fee  $26,100   
  $32,937,500 

 
Wesley Terrace : Permanent Use Summary 

  Permanent 
Land/Acquisition  $12,000,000 
Construction  $12,640,500 
Construction Contingency  $1,213,300 
Developer Fee  $3,260,000 
Operating Reserve  $517,000 
Initial/Existing Replacement Reserve  $222,500 
Other Reserves  $1,200,000 
Capitalized Interest  $300,000 
Other Hard and Soft Costs  $1,584,200 
  $32,937,500 

 

                                                                                                                                  
structure.  A “Fiscal Agent” replaces the Trustee.  Certain lenders prefer the Back-to-Back structure in order to obtain 
beneficial treatment under the Community Reinvestment Act. 
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Ownership 
 
The Project will be owned by Wesley Terrace Partners, a California limited 
partnership (the “Borrower”).  Wesley Terrace Management, LLC and Wesley 
Developments (a California non-profit corporation) will comprise the 
Borrower’s general partner.  An affiliate of Boston Financial, the tax credit 
investor, will serve as the investor limited partner.   
 
Tax-Exempt Note Structure and Credit Enhancement 
 
Construction Loan 
The Developer proposes that the Housing Authority issue up to $22,000,000 in 
a Tax-Exempt Note in order to finance the acquisition and rehabilitation of the 
Project.  
 
The Note would be unrated, without credit enhancement, and would be 
purchased by Citibank on a private placement basis.  However, within 30 days 
of Closing, Citibank expects to sell the Note to Freddie Mac under its TEL 
program.  Solely revenues pledged under the Funding and Borrower Loan 
Agreements will secure the payment of principal and interest to the 
Noteholder. 
 
As unrated, non-credit enhanced Notes sold on a private placement basis, the 
Notes must meet the minimum requirements of the Commission’s policies for 
such issues (e.g., maximum $100,000 minimum denominations, no more than 15 
Bondholders, etc). 
 
The Initial Construction Period would be 24 months.  The Citibank 
commitment indicates a preliminary interest rate of 4.50%.  This same interest 
rate would be applicable during the Permanent Loan Term.  Payments during 
the Initial Construction Period would be interest-only. 
 
Permanent Loan 
Upon satisfaction of certain conditions within 90 days of the end of the Initial 
Construction Period, the loan will converting to the Permanent Loan Term and 
commence amortization of principal and interest.   
 
Per the Citibank commitment letter, the Permanent Loan Term would extend 
17 years from Closing.  Principal and interest payments would be based on a 35-
year fully amortizing schedule.  The interest rate would be the same as that in 
effect during the Initial Construction Period. 
 
 



Wesley Terrace Apartments  
Feasibility Report 
June 24, 2019 
Page 5 of 8 

 

 
S A N  F R A N C I S C O       �       A T L A N T A       �       L O S  A N G E L E S       �       N E W  Y O R K  

Projected Issuance Date 
 
The Developer proposes that the Housing Authority issue the Notes on or 
about August 12, 2019.  CDLAC has not yet provided an allocation; however, if 
an allocation is received on the expected Allocation Meeting date of July 17, 
2019, the anticipated allocation expiration date would be approximately January 
13, 2020. 
 
Commission Financial Involvement 
 
The Commission has no existing loans on the property and has no other 
financial involvement. 
 
Affordability Restrictions 
 
The Project is subject to the following existing and continuing regulatory 
restriction: 
  

Source of Restriction Restriction Expiration Date 
HUD Section 8 HAP Use 
Agreement (existing) 

159 units at 80% AMI 2042 

San Diego Housing 
Commission 

32 units at 50%AMI; 128 units at 
65% AMI 

2021 

 
Upon implementing the proposed financing, the Project will be subject to the 
following new regulatory restrictions and regulatory terms: 
 

Source of Restriction Restriction Expiration Date 
California Tax Credit 
Allocation Committee 
(expected, new) 

17 units at 50% AMI; 142 units at 
60% AMI 
 

2074 

Tax-Exempt Bond 
(expected, new) 

17 units at 50% AMI; 142 units at 
60% AMI 

2074 

 
These new and existing restrictions are overlapping, inclusive restrictions, and 
apply to the same units where applicable.  Overall, the most restrictive 
restrictions and for the longest term will apply.  
 

 
PROJECT’S PROJECTED FINANCIAL STATUS 
 
Under the proposed financing – according to information provided by the 
Developer and analysis by CSG – annual debt service on the maximum senior 
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loan (assuming Citibank’s underwriting rate of 4.50%) would total approximately 
$1,192,607.  According to preliminary information provided by the Developer 
and analysis by CSG, stabilized annual cash flow (before reserves) after 
construction and lease-up (including Issuer fees) would total approximately 
$560,281 at a debt coverage ratio (DCR) of 1.47.  Cash flow after reserves would 
total approximately $509,039 at a DCR of 1.43.  The Citibank debt coverage 
minimum is 1.20. 
 
 
THE BENEFITS AND RISKS TO THE COMMISSION 
 
The proposed financing provides for financing for the acquisition and 
rehabilitation of the Project. 
 
By approving a recommendation to the Housing Authority to move forward 
with the approval process for the proposed tax-exempt Note financing, the 
Commission will not obligate the Commission or the Housing Authority to 
issue the Notes. 
 
As proposed, the financing will maintain and extend the affordability of 159 
units.  These units will remain long-term affordable for an additional 55 years.  
 
If the Authority issues the Notes, the Commission would receive a fee at closing 
of 0.25% of the issue amount (approximately $52,500) and an annual fee equal 
to the greater of $10,000 and 0.125% of the outstanding Notes. 
 
 
PUBLIC PURPOSE 
 
The proposed financing will result in maintaining and extending the 
affordability of 159 housing units in the City of San Diego.  The proposed 
financing will result in new CDLAC and CTCAC regulatory restrictions as 
follows:  

• 17 units will be restricted to households earning 50% of AMI or less; 
• 142 units will be restricted to households earning 60% of AMI or less. 

 
These new restrictions will be in effect for 55 years. 
 
 
NEGOTIATION OF ADDITIONAL PUBLIC BENEFIT 
 
As noted above, the financing will result in long-term affordability restrictions 
on 159 units within the Project. 
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RECOMMENDATIONS 
 
Based upon analysis of the available information, we recommend that the 
Commission approve moving forward with the proposed issuance.  Our 
recommendation is based upon the following: 
 
• The financing will maintain and extend the affordability on 159 units in the 

City of San Diego with long-term affordability covenants. 
 
• The Commission expects to receive tax-exempt authority of $22,000,000 

from CDLAC for the Project. 
 
• Citibank, Freddie Mac, and Boston Financial are currently underwriting the 

Project. 
 
• The Commission will not be responsible for costs of issuance.  The 

Commission will receive an issuance fee at closing of approximately $52,500, 
and a long-term annual fee equal to the greater of $10,000 and 0.125% the 
outstanding Notes. 

 
• The net Tax-Exempt Note financing and tax credit equity will provide 

approximately $7,614,000 for development costs. 
 
Contingent Items 
 
The Commission may choose to move forward with the financing subject to the 
following contingencies: 
 
• As of this writing, neither Citibank, Freddie Mac, or Boston Financial have 

provided final credit approval for the financing.  The tax-exempt Notes 
cannot be issued without these final approvals. 

 
• The Commission must have received an allocation of tax-exempt authority 

from CDLAC specifically for the Project.  That allocation is expected to be 
provide by CDLAC at its July 17, 2019 Allocation Meeting 

 
• Final Notes documents and approving resolution must be approved by the 

Housing Authority. 
 
Should you require any further information or would like to discuss the Project 
or the proposed financing in additional detail, please do not hesitate to contact 
me. 
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Sincerely, 
CSG Advisors 

 
John Hamilton 
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Wesley Terrace date of rev: 6/21/19

Long-Term Tax-Exempt Loan Loan

Tranche A Tranche B Total
Principal Amount 1 21,000,000$          -$                     21,000,000$            

Mortgage Rate1 4.500% 0.000%

Amortization Term (yrs)2 35 0

Underwriting Monthly Debt Service 99,384$                  -$                     99,384$                    

Underwriting Annual Debt Service 1,192,607$            -$                     1,192,607$              

Post Financing Operations Analysis 1

Income Stabilized Year
1 2 3 4 5

Gross Tax Credit Rental Income 2 2.50% Inflation 2,832,789$            2,903,609$        2,976,199$              3,050,604$        3,126,869$          

Commercial Income 2.50% Inflation -$                         -$                     -$                           -$                     -$                       

Manager's Unit 2.50% Inflation -$                         -$                     -$                           -$                     -$                       
Other Income 2.50% Inflation 4,988$                     5,113$                5,241$                       5,372$                 5,506$                  

Gross Potential Income 2,837,777$            2,908,721$        2,981,439$              3,055,975$        3,132,375$          

Vacancy Collection Loss 3 5.00% (141,889)                 (145,436)            (149,072)                   (152,799)             (156,619)              
Effective Gross Income 2,695,888$            2,763,285$        2,832,367$              2,903,177$        2,975,756$          

Expenses
Operating Expenses 3.50% Inflation (910,451)$              (942,316)$          (975,297)$                (1,009,433)$       (1,044,763)$        
RE Taxes 2.00% Inflation -$                         -$                     -$                           -$                     -$                       
Service Coordinator 0.00% Inflation -$                         -$                     -$                           -$                     -$                       
Issuer Fee 10,000$           min 0.125% (26,250)$                 (26,250)$            (26,250)$                   (26,250)$             (26,250)$              
Trustee Fee 4 3,000$             min 0.030% (6,300)$                   (6,300)$               (6,300)$                     (6,300)$               (6,300)$                 
Total Expenses (943,001)$              (974,866)$          (1,007,847)$             (1,041,983)$       (1,077,313)$        

Net Operating Income 1,752,888$            1,788,419$        1,824,520$              1,861,194$        1,898,443$          

 Required Debt Service
Senior

Real Estate Loan (1,192,607)$           (1,192,607)$      (1,192,607)$             (1,192,607)$       (1,192,607)$        

Cash Flow before Reserves 560,281$                595,812$           631,913$                  668,587$            705,836$             

Debt Coverage Ratio Before Reserves 1.47                          1.50                     1.53                            1.56                      1.59                       

Reserves 5 300 per unit 3% Inflation (51,241)$                 (52,266)$            (53,312)$                   (54,378)$             (55,465)$              

Cash Flow After Reserves 509,039$                543,546$           578,602$                  614,209$            650,371$             

Overall Debt Coverage Ratio (DCR) 1.43                          1.46                     1.49                            1.52                      1.55                       

Cash Flow Including Commercial Income 509,039                  543,546              578,602                    614,209              650,371                

Debt Coverage Ratio Including Commercial Income 1.43                          1.46                     1.49                            1.52                      1.55                       

1 Source: Per Developer Projections
2 Per Developer projections.  Stabilized Year 2022
3 Of Gross Potential Income.
4 Estimate
5 Per Developer projectons; required by Equity LOI.  Inflated to stabilized Year (2 yrs)

1 Source:Citi Commitment Letter May 9, 2019
2 Per Citi Commitment Letter May 9, 2019



Exhibit A

2019 06 19 Wesley Terrace Analysis.xlsx
Page 2 of 2

Wesley Terrace Permanent Sources and Uses of Funds 1

Sources
Tax Exempt Note 21,000,000$          
Tax Credit Equity 7,614,400$            
Purchased Reserves2 3,997,000$            
Cash from Operations 300,000$                
Deferred Developer Fee 26,100$                  
Total Sources 32,937,500$          

Uses
Land and Acquisition Costs 12,000,000$          
Construction Costs 12,640,500$          
Construction Contingency 1,213,300$            
Developer Fee 3,260,000$            
Operating Reserve 517,000$                
Initial (i.e. Existing) Replacement Reserve Deposit 222,500$                
Other Reserves 1,200,000$            
Capitalized Interest 300,000$                
Other Hard and Soft Costs 1,584,200$            

Total Uses 32,937,500$          

Surplus(Deficit) -$                         

1 Source: Information provided by the Developer.  Rounding by CSG
2 Includes initial/existing Replacement Reserve


