
  

SACRAMENTO 
HOUSING AND REDEVELOPMENT 

AGENCY 

January 22, 1991 

Transportation & Community Development 
Committee of the City Council of the 

City of Sacramento 
Sacramento, California 

Honorable Members in Session: 

SUBJECT: Sacramento Housing & Redevelopment Commission (SHRC) 
Action on the Hank Fisher Properties' SRO Loan Assistance 
Application 

This memorandum is in response to an inquiry from Councilman Pane 
concerning the Commission action on, and the proposed cost of a 
proposal by Hank Fisher Properties to construct a 60 unit 
efficiency project near the corner of 16th and "0° Streets. 

In late 1989, Hank Fisher Properties submitted a request for a 
$300,000 loan of Downtown Redevelopment Area Tax Increment funds to 
assist in the construction of a 60 unit SRO/studio project on land 
to be leased from the Capital Area Development Authority (CADA). 
The recommended loan was for 30 years at a 3%, possibly deferred, 
interest rate. A recorded regulatory agreement would have 
restricted rents to a level which would be affordable to very low-
income single persons. 

The Agency loan would have been subordinate to the CADA lease which 
was to be for 56 years. Under terms of the lease CADA was 
guaranteed a minimum of $35,000 a year from a combination of 
property taxes and lease income (CADA is a redevelopment agency and 
therefore receives tax increment funds from properties developed 
within its jurisdiction). The initial land lease rate was 
approximately $0.05 per square foot per month. 

The projected total development cost was $2,400,000 ($40,000 per 
unit). This included an estimated land cost of $150,000 
($7.26/square foot) based on the capitalized value of the lease 
payments. 
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Agency staff recommended the project. However, on January 8, 1990, 
the SHRC reviewed the development assistance request. (Attachment 
A is the staff report.) 	After cpnsiderable discussion, the 
Commission, on a 6-4 vote, directed staff to look at alternative 
sites for the project, including 17th & K, other sites owned by the 
Agency and other sites which could bp purchased. In discussion, 
the following were the principal concerns and questions 
raised: 

- The Developer , had insufficient cash equity in the project. 
The developer proposed an equity contribution of $225,000. He was 
also requesting a developer fee of $202,000. 

- The CADA ground lease terms were not favorable to the Agency. 
Our loan would be in 3rd position behind a principal lender and the 
CADA lease. In the event of a default on either loan, CADA would 
have the option of curing the default and taking over the property. 

- The principal financial benefits would go to CADA (lease, tax 
increment and possible future ownership). 	There is little 
likelihood that the Agency Would receive any payments. 

- Other, more favorably priced sites might be available from 
which the Agency might derive tax in4rement flow. 

1 
Subsequent to this action, staff reearched the availability of 
appropriate alternative sites within the central city. Prices 
appear to range from $15.00 to $30.00 a square foot. Although we 
could find no site at a price comparable to the capitalized value 
of the CADA lease, we are investi lgating further and will be 
submitting a recommendation for the purchase of one or more sites 
to implement the new construction :program adopted by the 
Redevelopment Agency on May 9, 1990.1 

Mr. Fisher is continuing to pursue financing for the project. He 
has submitted an application to HCD for Proposition 84 funding. A 
decision is expected by March. I He is also submitting an 
application to the State for an allocation of Federal and State Tax 
Credits which would support investor equity. 

On a related matter, a question was raised concerning the relative 
costs of this project vs. the Shasta Hotel. As indicated above, 
the estimated cost of the Fisher project a year ago was $40,000 a 
unit (including land). The current estimate for the Shasta is 

[2] 
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$47,000 (including land, but excluding the Commercial space). This 
118% difference is well within the 150% guideline in the 
Residential Hotel Construction & Rehabilitation Program adopted by 
the Redevelopment Agency in May, 1990. Netting land costs out, the 
Shasta per unit cost is $37,400 and the Fisher project is $37,500 
per unit. , 

The adopted Proaram gives priority to rehabilitation over new 
construction. It recognized that new construction might be less 
expensive , but suggested that other "non-economic" factors might 
be more significant Principal among these was potential 
neighborhood opposition and accessibility to services and 
facilities frequented by typical SRO residents. In this latter 
regard, the Shasta. is particularly well located. 

Respectfully submitted, 

Robert E. Smith 
Executive Director 

TRANSMITTAL TO COMMITTEE: 	

/7  
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January 8, 1990 

Sacramento Housing and 
Redevelopment Commission 

Sacramento, CA 

Honorable Members in Session: 

SUBJECT: Developer Assistance Loan - Hank Fisher Properties 

SUMMARY  

The attached. report is submitted i to you for review and 
recommendation prior to consideration bythe Redevelopment 
Agency of - the:City of Sacramento, 

RECOMMENDATION  

The staff recommends 'approval of the attached resolution 
approvtrog i the'loah. 

' 
Respectfully submitted, 

ROHERT E. SMITH 
Executive Director 
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January 16, 199-0 

Redevelopment Agency of the 
City of Sacramento 

Sacramento, California 

Honorable Members in Session 

SUBJECT: Developer Assistance Loan - Hank Fisher Properties 

SUMMARY  

This report recommends approval of a 3% loan, (some or all of which 
may be deferred), from Downtown Tax Increment funds to Hank Fisher 
Properties for up to three hundred thousand ($300,000) dollars 
assist in the ,construction of sixty. (60) efficiency units at 16 
"0" Street. All units will be affordable to very low income sing 
persons (two-thirds below 35% and the remainder below 60%). 

BACKGROUND  

Pro 'ect Description:  Hank Fisher Properties has submitted a request 
for financial assistance to construct sixty (60) efficiency units at 
1617 '0" street . (Exhibit A). These parcels are to be leased from 
the Capitol Area Development Authority (CADA). Exhibits B and C are 
the architectural plans. Each unit will have 300 square feet of 
space, a full bathroom and a pullman'kitchen unit. The project also 
includes a recreation room, office and manager's quarters, two 
laundry rooms, and an elevator. 

The property will be enclosed by a decorative fence for security 
purposes. Twenty-four (24) parking spaces will be provided, in 
accord with zoning regulations. The large trees on the property 
will be retained and enhanced by the proposed patio and landscaping. 

Tenancy will be restricted to low and very low income single 
persons. 	A targeted eighty percent (80%) will be over 55 years 
old. The maximum rents will be below $250 a month. If deferred 
payment financing is obtained from the State Department of Housing 
and Community Development, the rents for two-thirds of the unitq 
could be as low as $193, based on the preliminary regulations 
have seen for administration of Proposition 84 funds. 

(5) 
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The total development cost is estimated to be approximately 
$2,250,000 (Exhibit D). These costs have beenverified for us by 
CRS/CHC Constructors, an independent construction estimating firm. 
The developer, 	however, 	is further ,  reviewing the plans for 
opportunities to reduce costs without significantly altering the 
design concept. 

The financing of the project is expected to 'come from: 1) a ten 
(10%) percent equity contribution; 2) a deferred payMent loan from 
HCD from Proposition 84 funds; and, 3) a 1311"pootentially deferred 
payment loan from the Redevelopment Agency. The equity contribution 
could be increased if a tax credit allocation is received. This 
project would qualify and, optimistically, would have a good chance 
of receiving a State tax credit allocation if it is "ready to go' 
when the State starts accepting applications in 1990. Severe 
competition is expected and it is anticipated that the State's 
allocation will be committed within the first couple of months. A 
firm commitment of financial support by the Redevelopment Agency 
would make the project more competitive in its application for low 
income housing tax credits. To the extent the project is 
syndicated, the Agency will seek amortization or payment on its 
loan, to the extent project economics will allow. 

State and Federal tax credit potentials are not included in the 
attached proforma. If the project is approved by the Governing 
Board, the loan documents will include provisions regarding the 
distribution of proceeds which might result from the syndication of 
the project for its tax benefits. 

The State Department of Housing and Community. DevelOpment notice of 
funding available through Proposition 84 is expected momentarily. 
Proposition 84 will provide very  favorably termed funds for 
construction of rental housing for low and very low income persons 
and households. These may be three (3%) percent simple interest, 
with a deferral Possibility. The proforma attached as Exhibit D 
includes a $1.73 million loan from the State. This is approximately 
77% of total development costs. It further includes deferral of at 
least a portion of the annual interest. The rent structure reflects 
the anticipated Proposition 84 regulations. A conditional 
commitment of financial support by the Redevelopment Agency will 
make the project more competitive. . 

The Agency loan will bear ,  an interest rate of three (3%) percent and 
will be for thirty (30) Years. This is consistent with other Agency 
loans for similar projects. A decision on whether all or a portion 
will be deferred must await negotiations with the State. 
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CADA Lease  - The Developer and CADA have executed a Predevelopment 
Agreement preparatory to signing a Development Ground Leas -e. 	The 
Agreement expires on ,March 30, 1990. This was obtained in response 
to a CADA RFP for 	developer. 	The initial project design was 
modified considerably during the review process in response to 
comments received from the City Design Review Board, Sacramento Old 
City Association, ICapitol 	Area Committee, ,the 	residents of 
Seventeenth Street Commons, and other neighbors. One result of 
these many required design changes was an increase in the 
development cost. However, the results are a project which will 
better relate to neighboring residential areas. 

The Developer , has paid a non-refundable administrative fee of 
$15,000 to CADA andiwill be paying a $1,000 a month non-refundable 
option. The Development Ground lease will be for fifty-six (56) 
years. The lease is;to be signed by April I, 1990. 

The lease guarantee. . CADA a minimum of $35,000 a year from the 
combination of prope r ty taxes and lease payments. As a Redevelop-
ment Agency, CADA receives the property tax increment from tt 
property. 	Based on' the anticipated construction costs, taxes a 
estimated to be apprOximately $20,000 the first year of operation. 

Assuming the $20,000, property tax payment, the amount attributable 
to lease payments will be $15,000 a year. This is a lease rate of 
$0.049 per pc:place,  foot per month. CADA's normal lease rate is 
approximately '$O'Lle) Per square foot per month, depending on density 
of development. Thevimputed value of the property based on an eight 
(8%) percent discount rate is approximately $7.26 a square foot. 
This is somewhat belw the market rate for properties in this area. 
As an examplethe Agency paid approximately $12.00 a square foot 
for a comparably sized parcel at 5th and 'T 6  Streets. 

The Sacramento Redevelopment Agency loan will be subordinate to the 
loan of HCD and the CADA land lease. CADA, the Developer, and the 
Agency will execute I A Three Party Agreement with terms to protect 
the Agency's ,investment in the event of a default. A proposed 
agreement is attached as Exhibit E. The agreement will require CADA 
to step in and cur& the default to protect the Agency's investment 
and to subsequently operate the project in accordance with the HCD 
and Redevelopment Agpncy's regulatory agreements. In the event CADA 
does not cure 1,the default within forty-five (45) days following 
recordation of a..Notice of Default, the Redevelopment Agency will do 
so and assume ownership of the structure. The Agency shall have the 
right to subsequently rsell the property, with the new ()timer assumir -
the lease, subject.tO CADA's approval. 

(7) 
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A part of the project includes the purchase and relocation of a 
four-unit building at 1617 60 Street. 	It is proposed that this 
structure be relocated to 416 13th Street as part of the Alkali Flat 
Historic Infill program. The structure currently has four Section 8 
Certificates attached as part of the 1982 SHRA Moderate Rehabilita- 
tion Section 8 program. The current tenants would receive Section 8 
existing certificates and relocation ,assistance to be paid by the 
developer. A specific and detailed proposal for the relocation and 
rehabilitation of this structure and tenant assistance will be 
developed and brought back at a later date. 

ENVIRONMENTAL REVIEW 

CEQA: This project has been reviewed by CADA and a Negative 
Declaration (revised 7/12/88) was adopted in 1988. The 
subject action involves no change to the project, thus no 
further environmental documentation is required. 

NEPA: Not applicable - no Federal funds involved. 

POLICY IMPLICATIONS  

The developer has worked in good faith with the Agency on this 
project for almost two years; This project is consistent with 
Agency goals of. bringing affordable housing to downtown. No changes 
are being recommended. The project could assist the Agency, by 
virtue of its rents, in replacing the 110 units lost by the removal 
of the Californian Hotel. Although the proposal is for efficiency 
units, as compared to the Californian's SRO, units, the project's 
rents are comparable to those Of SRO units in the downtown area and 
a portion of the project will :serve a similar clientele. 
Competitive SRO rents today are approximately $250. This project is 
to be funded from the 1990 tax allocation bond issue. It is not,' 
however, a part of the $1,000,000 allocated to 'SROS in the budget. 

MBE/WBE CONSIDERATIONS  

The Agency's.MBE/WBE policy' applies to this project. The opA will 
contain the specific goals and requirements of the MBE/WBE program 
and the Agency will provide the owner with a directory of certified 
MBE/WBE firms to use in soliciting subcontractors. 

1 
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FINANCIAL CONSIDERATWNS  

It is proposed that 4 conditional loan of up to $300 000 f'Downtown 
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RECOMMENDATION..  
. r 
	 1 

Staff recommendadoptiOn of the attached resolution: (11 approving 
a conditional loan of up to $3004000 to aSsist ,  in the construction 
of a low income housing project by Hank Fisher Properties and 
authorizing the Executive Director to negotiate the terms of the 
loan and to execute necessary loan documents, (2) approving a Three 
Party' Agreement with CADA and the' Developer and 3) finding that the 
expenditure of Downtown Redevelopment; Area Increment funds on 
this projedt .  Will be of . benefit to the Downtown :Redevelopment 
Project area. 

0 

'Re8 ectfurly. 

ROBER E. SM TH 
Executive Director 

TRANSMITTAL TO COUNCIL: 

WALTER J. SLIPE 
- City Manager 

Contact Person: Tom Lee 440-1357 

2728D 
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REOLUTION P4(). 

ADOPTED BY THE REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO 

ON DATE OF 	  

• 	DEVELOPER ASSISTANCE LOAN TO HANK FISHER PROPERTIES 

WHEREAS, Hank Fisher Properties desires to consttuct a 
low-income housing project in the immediate vicini ty, but outside 
the Merged Downtown project Area; and 

WHEREAS, stich housing project would increase the - stock 
of low-income .  housing 'and would directly 'benefit the Merged 
Downtown Project Area.  

BE IT RESOLVED BY THE REDEVELOPMENT AGENCY OF THE CITY 
OF SACRAMENTO: 

Section  : The above findings are hereby adopted. 

Section 2: 	The Executive Director is authorized to 
negotiate the amount and terms of a loan agreement and necessary 
ancillary agreements for a loan not to exceed $300,000 to Hank 
Fisher Properties fdr construction of a sixty (60) unit project 
at 1617 "0" Street (the 'Projects) and to execute such agreement 
on behalf of the Redevelopment Agency. 

Section .3: 	The terms of such loan shall be Strictly 
consistent with the Staff report attached to this resolution and 
shall be contingent upon the Developet obtaining, adequate 
additional financing for the Project on terms which shall 

FOR CITY CLERK USE ONLY 

RESOLUTION NO.: 	  

DATE ADOPTED: 	  



maintain rent levels affordable to very 10%4 11 income persons and 
upon the receipt of the anticipated 1990 Tax Allocation Bond by 
the Agency. 

ATTEST: 

SECRETARY 

FOR CITY CLERK USE ONLY 

RESOLUTION NO 

 ADOPTED: 	 
(12) 
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SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY 

E 	HIHI 

DEVELOPMENT COSTS  

Building construction (hard) 
Site & off-site improvement • 	 /60,464 
Contingency 125,991 
Soft costs 243,233 
Finance costs 114,500 
Rent-up reserve 30,000 
Existing building acquisition 220,000 
Lease Option 9,000 
Developer 	fee 	(10%) 202,464 
Operating Reserve 	(1%) 22,271 
Relocation 2 L 000 

$2,249,373 

SOURCES OF . FUNDS 

Equity @ 10% $ 	.224,937 
HCD Prop 84 @ 3A, l7 3l, 435 731 435 
SHRA 30D,000 

$;„256,372 

OPERATIONS 	First Year 

Rents 

Gross scheduled income 
Vacancy @ 5% 
Other income 
Effective gross income 
General operating expense 
Property management fee ,@ 6% 
Property tax 
CADA lease 
Net operating income 
Replacement reserve @0.8% 
Available for debt 
service and return 
on investment 

Maximum supportable loan @ 
3%, interest only  

39 @ $193 
. 20 @ $250 

150,324 
7,516 
1,440 

144,248 
61,950 
9,019 

20,000 
15,000 
38,278 
8,909 

29 369 

978,993 

2728D 

.(16) 
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EXHIBIT E 

114,GRSEMENT 

This Agreement is made on 	 , 1989, 
between the CAPITOL AREA DEVELOPMENT AUTHORITY (CADA), a joint 
powers agency, ("Landlord"); HANK FISHER PROPERTIES, INC., a Cali-
fornia corporation, ("Tenant"); and the SACRAMENTO HOUSING AND 
REDEVELOPMENT AGENCY, ("Lender"). 

WHEREAS, the State of California, a governmental body 
("Owner"), is the owner in fee of certain real property located in 
the City of Sacramento, County of Sacramento, State of California, 
described in Exhibit A hereto (the "Real Property"); 

WHEREAS, Owner leaned the Real Property to Landlord pursuant 
to certain leases, dated April 20, 1982, and September 1, 1987 (the 
"State leases"); 

WHEREAS, Landlord subleased the Real Property to Tenant as 
evidenced by the Development Ground Lease, dated 	  
29 (the "Development Ground Lease"). Tenant's subleasehold 
interest in the Real Property is referred to herein as the 
"Subleasehold interest"; 

WHEREAS, Lender is making a loan to Tenant in the amount of 
	  (the "Loan"). The Loan is evidenced by a promissory, 

note, dated  , 19 (the "Promissory Note"), and 
secured by a deed of trust on the Subleasehold interest and 
Tenant's ownership interest in the improvements on the Real 
Property, which deed of trust may be subordinate to one or more 
deeds of trust ("Senior Trust Deeds") securing one or more loans 
("Senior Loans"); and 

WHEREAS, Lender has received and reviewed . a copy of the 
Development Ground Lease.' 

NOW, THEREFORE, the parties agree as follows: 

1. LANDLORD'S CONSENT TO DEEDS OF TRUST. 

a. Landlord hereby consents to Tenant conveying to Lender 
as security for the Loan, a deed of trust on the Subleasehold 
Interest. 

b. Landlord's consent shall be required prior, to the 
creation of any Senior Trust Deed securing a Senior Loan. 

2. 	NOTIFICATION OF DEFAULT. 

a. -Tenant shall immediately notify Landlord and Lender of 
its default under the Senior Loans and/or Loan. ?  

(17) • 
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b. 	Landlord and Lender she'll notify each other of 'Tenant's 
default under the Senior- Loans and/or Loan immediately upon 
learning of such default . .. 

3. LANDLORD'S. - ELECTION. ON DEFAULT OF LOAN.. If Lender or 
Tenant notifies Landlord that Tenant has defaulted under the Loan 
and has not Cured said default within the applicable cure period, 
Landlord shall.: 	. 

a. 	Elect to either:, 

(i) Assume the Loan and agree to pay the obligations 
, represented by the Promissory Note; or 

(ii) . Perhit the Lender to perform all of Tenant's obliga-
tions under the Development Ground lease directly 
to Landlord. So long as Lender, or its successor, 
shall perform Tenant's obligations under the 
Development Ground . Lease, the Development Ground 
Lease shall continueiin full force and effect, and 
Lender shall be entitled to exercise all of Tenant's 

. 	rights under the Development Ground oLease. 
' 

b.' Landlord Shall notify Lander in writing Within 45 days 
following receipt of notice from Lender or Tenant of Tenant's 
default that Landlord elects a(i) above or a(ii) above. 

1 
If Landlord does not timely notify Lender of its 

election, it shall be deemed that Landlord has elected to permit 
Lender to take all action pursuant to subparagraph 3.a(ii). 

I 	. 
4. LANDLORD'S ELECTION ON DEFAULT OF SENIOR LOANS. If 

Lender or Tenant notifies Landlord that Tenant has defaulted under 
Senior Loans and had not curectsaididefault within the applicable 
cure period, Landlord.  shall: 

a. 	Elect to either: 

(i) Cure Tenant's default of the Senior Loan and Senior 
Trust Deeds and assume the Loan and agree to pay the 
Obligations represented by the Promissory Note; or 

(ii) Permit Lender to take all actions, at law or in 
equity to protect its security, including, but not 
limited to, foreclosure under its deed of trust and 
permit the Lender to perform all of Tenant's obliga-
tions under the Development Ground Lease directly 

. to Landlord. So long as Lender, or its successor, 
shall perform . Tenant's obligations under the 
Development Ground Lease, the Development around 
Lease shall continue in full force and effect, and 
Lender shall be entitled to exercise all of Tenant's 
rights under the Development Ground Lease. 

• 



b. Landlord shall notify Lender in writing within 45 days 
'following receipt of notice from Lender or Tenant of Tenant's 
default that Landlord elects either a(i) or a(ii) above. 

c. If Landlord does not timely notify Lender of its 
election, it shall be deemed that Landlord has elected to permit 
Lander to take All action pursuant to' subparagraph 4.a(ii). 

5. CURB OF DEFAULT Lender and Landlord agree that Lender 
or Landlord shall immediately commence and within a reasonable time 
cure any and all of Tenant's defaults under the Development Ground 
Lease, the Loan and/or Senior Loans. 

6. LANDLORD ANb TENANT OERTIFiCATION. Landlord and Tenant 
certify that the Development Ground Lease is in full force and 
effect and has not been altered, modified, or amended. No default 
exists with respect to the Development Ground Lease and as of the 
date.hereof Tenant has complied with all the terms and conditions 
of the Development Ground Lease. 

7. RECORDING. The parties agree that this Agreement shall 
be recorded. 

IN WITNEss WHEREOF, the parties have executed this Agreement 
on the date set forth above. 

"Landlord" 

CAPITOL AREA DEVELOPMENT AUTHORITY 

BY: 	DATED: 	  

“Tenantil -  *%j, H 

HANK 'ISMER PROPERTIES, INC. 

BY: 	 

  

DATED: 	  

    

, 	I 
'Mondavi" 

- 
SACRAMENTO HOUSTMOHAND 
REDEvELOpMENTAGENcY! " 

• 

BY: DATED: 

   

,•f, j 

flON 


