























DEVELOPMENT SCOPE OF WORK
This report is divided into the three development options outlined in the Kottinger Place Development
Scope of Work's Task 1 dated October 26, 2011 (Appendix B). This includes the following development
options:
1. Rehabilitation of Existing Homes and Increased Density on Kottinger Place Site Only
2. Al New Construction on Kottinger Place and Pleasanton Gardens Sites
3. All New Construction on Kottinger Place Site Only
The Fundamental Development Characteristics in Section 3 precede the sections devoted to each
Development Approach, and present universal assumptions and the basic development program that
applies to each approach:
Site Design
This section describes the thoughtfully laid out site plan that maximizes opportunities, retains the
site’s character, and ensures any new development continues to be an integral part of the
neighborhood.

Ownership

The proposed ownership structure and HUD Public Housing Disposition opticns and how they
might affect any future development are explained in this section.

Financing

All of the development options are structured to maximize the use of available funding sources and
minimize the City's financial contribution, resulting in the creation of a high-quality development
that can be successfully financed and efficiently operated for long-term success. This section
describes the common financing assumptions that apply to each development approach.

Specific financing assumptions unique to each individual development approach as well as the
overall conclusion about financing efficiency are specifically highlighted in the particular section for
each Development Approach.

Relocation

Sensitivity to residents’ needs before and during the relocation process is MidPen's focus. This

section describes MidPen's approach to relocation as well as how it will work and communicate
with residents.
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FUNDAMENTAL DEVELOPMENT CHARACTERISTICS

As MidPen and the Task Force studied the options for the redevelopment of Koitinger Place, it became
clear that there were some fundamental characteristics that the Task Force agreed should be incorporated
into any development approach. These characteristics were identified during a series of meetings with the
Kottinger Place Task Force, which were open to members of the public.

The meeting topics were:

o Key Site Features: features influencing site design, such as access, security, use of open space,
and building locations and types.

e Building Massing and Density: studies showing a variety of building layouts on the site for each of
the Development Approaches.

e Financial Analysis: comparisons of the total development cost, City subsidy required, annual
operating budgets, and annual resident services budgets for the preferred site design concepts.

o Refined Analysis: refining the most financially efficient and feasible development options to better
understand how the buildings and open space would fit in with the neighborhood and determine a
unit range that best meets the Task Force’s Objectives.

Each meeting topic was informed by the previous meeting's discussicn and represented thoughtful
analytical work on the part of the Task Force. At the conclusion of each meeting, Task Force members
were asked to give their opinion on the particular topic being discussed. This approach provided real time
feedback, allowing MidPen to continue to refine the planning and analysis of the various approaches.

This section outlines these fundamental characteristibs, which form the foundation of the recommended
development approach.
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OWNERSHIP

Structure

The proposed ownership outlined below has been structured to optimize competitiveness for available
financing including Federal and State low-income housing tax credits and HUD financing.

MidPen proposes the City of Pleasanton retain fee interest in the 3.8 acre Kottinger Place site. The City
will enter into a long-term ground lease with a limited partnership, described below, to develop and operate
the building improvements. The term of the ground lease would be at least 55 years to coincide with the
tax credit affordability period. If Development Approach 2 is implemented, the Board of Pleasanton
Gardens has communicated their desire to convey their site to the City, at which point the same ownership
structure would be put in place.

In order to sell the low-income housing tax credits (LIHTC) to an investor, MidPen will form a limited
partnership. The partnership will consist of a non-profit corporation, wholly-controlled by MidPen Housing,
which serves as the managing general partner of the partnership with a .01% ownership interest. The
LIHTC investor serves as the limited partner with a 99.9% ownership interest,

Land Owner
City of
Pleasanton

Improvements Owner
Limited Partnership (to be formed)

General Partner

_ Limited Partner
(wholIy—cop?qtiaoFl)lgg)afﬁhate of LIHTC Investor

Department of Housing and Urban Development Public Housing Disposition

Kottinger Place is owned by the Housing Authority of the City of Pleasanton, and is therefore designated as
Public Housing by the United States Department of Housing and Urban Development (HUD). In order to
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enjoyment of the site by current residents (as described in the HACP 5-Year and Annual Plan), the
most likely justification for a 24 CFR 970 disposition is obsolescence. This route requires a quantitative
demonstration that no reasonable program of modifications can cost-effectively return the project to its
useful life and, more specifically, that rehabilitation costs are at least 57.14% of Total Development
Costs for replacement units. Rehabilitation costs can only include:

1. Work necessary to address the project’s immediate needs (up to three years).

2. Work necessary to return the project to average quality.

3. Repair costs (i.e., rather than upgrades or “enhancement features”, except for air conditioners,
washer-dryer hook-ups, garbage disposals, and porches).

4, Hard construction costs defined by HUD (i.e., no site improvements, parking lots, playgrounds,
or community facilities).

5. Some soft costs defined by HUD, e.g., architect fees between 4% and 7% of hard costs.

The definition of “enhancement features” in the cost calculation is an important one for Kottinger Place,
given that upgrading the units for disabled access is a critical part of the proposed
rehabilitation/construction program. MidPen would work with HUD to ensure that the accessibility-
related work was categorized as an immediate need, and is confident that Kottinger would meet
the 57% cost threshold for a 24 CFR 970 disposition.

2} “Voluntary Conversion” (24 CER 972): This route also removes units from the public housing inventory
and eliminates HACP's responsibilities for ongoing management. HACP would need to show that the
cost of continued public housing operations exceeds the cost of providing relocation benefits and
tenant-based vouchers in the event of disposition. Once HACP completed the dispaosition, the new
owner would receive tenant-based voucher which HACA can convert to project-based vouchers
through a competitive process. Converting to project-based vouchers provides a more sufficient rental
subsidy for the project and allows the project to leverage permanent debt.

Prior to making a “Voluntary Conversion” application, the following assessment would need to take
place:

1. The cost of continued operations and maintenance of the development is greater than the cost
of providing tenant-based assistance to the residents of the development.

2. Conversion will principally benefit the residents of the development, the Housing Authority, and
the community; and

3. Conversion will not adversely affect the availability of affordable housing in the community.

This is a preferred strategy because it would allow for the conversion the existing rental subsidy to project-
based vouchers, making the project financially feasible and efficient. Any development on Kottinger Place
would easily meet the second and third requirements. Further analysis is required to determine how
Kottinger Place fits with the first criteria.

3) “Mixed-Finance Development” (24 CFR 941 Subpart F): In Mixed-Finance development, public housing
agencies (PHAs) can transfer sites to new owner/developers in order to revitalize them, but public
housing units remain public housing under the existing operating subsidy or “ACC” contracts. Project-
based vouchers wouldn't be available for the Kottinger Place units, although the new owner could
compete for new vouchers for the non-public housing units in the development.
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FINANCING

For all development approaches, MidPen has structured a financially sustainable development that
maximizes leverage of all available financing sources in order to minimize the City's financial confribution.
The financing plans for each approach share certain assumptions with the goal being to present consistent
information and provide “an apples to apples” comparison. A glossary explaining the financing sources
assumed in the development options and sources potentially available is included as Appendix F.

Department of Housing & Urban Development (HUD) Assistance

All the scenarios analyzed assume the existing public housing subsidy at Kottinger Place can be
transferred to project-based rental assistance through the HUD disposition process. In Development
Approach 2, which assumes Pleasanton Gardens' participation, it also assumes the existing project-based
rental assistance contract, which expires in 2014, is extended for the benefit of the new project.

Debt Financing Terms & Rates

Based on the best understanding of where conventional construction and permanent loan interest rates will
be at the time construction begins, the financing plan assumes a 6.5% interest rate. This is a conservative
assumption given that MidPen’s most recent project received permanent financing at a 5.3% interest rate
this month (September 2012). All conventional mortgages carry a 1.15:1 debt service coverage ratio and a
15-year term to coincide with the term of an assumed HUD rental subsidy contract, and to comply with
state requirements related to the Low-Income Housing Tax Credits (LIHTC).

Low-Income Housing Tax Credits (LIHTC)

To finance the construction of housing using these credits, affordable developers sell the credits to an
investor who joins the project ownership as a limited partner and makes a large, upfront capital contribution
as equity to the project. In exchange for this, the investor (usually a bank or other large corporation) uses
the tax credits earned over the next fifteen years as a dollar-for-dollar reduction of its tax liability. The
financing plans included here assume the tax credit investor will pay $1.05 in equity for each tax credit,
which is the maximum equity pricing assumption allowed in the LIHTC competition. This is a conservative
assumption given that MidPen’s most recent deals have received $1.14 and $1.11 in August 2012 from
LIHTC investors.

In California, LIHTC are allocated through a highly competitive process. Kottinger Place and Pleasanton
Gardens will receive a perfect score per the 9% LIHTC scoring rubric, as will many other qualified projects
in the North and East Bay LIHTC Region. As a result, the tiebreaker score, which balances cost-efficiency
and leveraging of public financing, will be the deciding factor in determining which projects receive a tax
credit allocation. Based on the most recent competition, the financing plans assume a 53% tie breaker
score. MidPen will continue to closely monitor the competition between now and when the project is ready
to apply in order to determine if a lower tie breaker would result in a successful application.

Land
It is assumed that the value of the land will be donated to the project. For purposes of the competitive low-
income housing tax credit competition, a ground lease for a nominal rate qualifies as a land donation, and
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will count as a public subsidy toward the project’s tie breaker, which is crucial to successfully competing for
LIHTC. A $40 per square foot land value is assumed based on similar projects. The land value will
ultimately be determined by an appraisal.

Building & Parking Square Footages

In the financing plans and development budget, new one-bedroom units measure 630 square feet and two-
bedroom units measure 880 square feet. These units are larger than the existing studio, one and two-
bedroom units at both properties which range in size from 480 to 762 square feet in order to accommodate
accessibility requirements. Each site plan also assumes 3,000 square feet of community amenities, two
elevators in the multi-story building, and an .8:1 parking ratio, consistent with the site’s current parking ratio.

Affordability and Income Ranges

The homes will be restricted fo seniors eaming between 30% and 50% of the Area Median Income in
Alameda County. This means the homes would be available to households earning no more than $32,750
per year for a one-person household and $37,400 for a two-person household. Rents for these homes
would range from $500-852 per month for a one-bedroom and $598-1,019 for a two-bedroom. For the
existing residents who will receive rental assistance through the project-based vouchers, rents will continue
to be 30% of their household income.
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MidPen Property Management and the development project manager will hold monthly informational
meetings for residents who are temporarily relocated and for residents still living on the site as a way to
provide construction schedule updates and help residents prepare for the move back to their renovated or
new unit. MidPen will contract with translation services for all spoken and written communication, as
necessary.
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Assessment,! was adopted by the City Council in June 2012. The study identified six key findings related
to senior service delivery. After surveying 74 individuals representing 38 Eastern Alameda County
organizations, the study concluded the following findings:

Outreach is needed to help identify homebound seniors

Social isolation exacerbates mental and physical health issues and prevents access to services
Many lower-income seniors do not meet income thresholds which would qualify them for critical
services such as suppertive housing

The cost and complexity of using public transportation prohibits many older adults from accessing
critical services

There are no licensed Adult Day Health Care programs in the Tri-Valley to serve low-income
seniors with health-related issues, and State budget cuts are eliminating such programs in
neighboring communities

Currently, the Tri-Valley YMCA is in the process of renovating its facility to be used for
implementing an adult day care social program; the date for the opening of the facility is yet to be
determined

These key findings underscore the need for on-site service delivery proposed by MidPen Resident
Services. In addition to providing programs on-site that bring services directly to residents, the Senior
Services Manager will be responsible for outreach and helping residents navigate available resources, such
as those offered through the City of Pleasanton’s Senior Center. As the redevelopment is closer to
completion, MidPen Resident Services will conduct a thorough community assessment to ensure the
services provided on-site are complimentary to those already offered in the City.

! Resource Development Associates, “Eastern Alameda County Human Services Needs Assessment”, 2012, 62
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units. The common courtyards between the single-story units and much of the pathways would remain as

they are now.

PROPOSED UNIT MIX

97-107 Affordable Senior Homes

Quantity Unit Type Size Building Type
23 Studio 500 sf Single-story
13 One-Bedroom 600 sf Single-story
51-61 One-Bedroom 630 sf Multi-story
10 Two-Bedroom 880 sf Multi-story

PROPOSED SITE PLAN

The proposed site plan, as described in the Fundamental Development Characteristics, follows this page.

DEVELOPMENT OPTION 1
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PROPOSED SITE PLAN

The proposed site plan, as described in the Fundamental Development Characteristics, follows this page.

DEVELOPMENT OPTION 2
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REGARDING PLEASANTON GARDENS

During the last several months, MidPen has met with the Pleasanton Gardens Executive Committee and
Board of Directors to discuss their potential participation in the redevelopment. In its letter dated July 31,
2012 (Appendix G), Pleasanton Gardens indicated its desire to redevelop its site at the same time as
Kottinger Place in order to provide quality homes and services to low-income seniors for another 40+ years.

Given the Pleasanton Gardens Board's desire to redevelop their own site, it is assumed that the
Pleasanton Gardens land and financial resources would only be used in conjunction with a plan that
includes the redevelopment of Pleasanton Gardens. Since it does not include the redevelopment of
Pleasanton Gardens, it is assumed that Pleasanton Gardens weuld not have a role in Development
Approach Three.

LONG-TERM FINANCIAL SUSTAINABILITY

The proposed financing for Development Option Three was structured to maximize the use of available
funding sources and minimize the City’s financial contribution. MidPen is confident this will result in the
creation of a high-quality development that can be successfully financed and efficiently operated for long-
term success.

The proposed financing structure is detailed on the following pages and provides a range of 120-130
homes on Kottinger Place:
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MidPen Property Management will staif the property with 1 full-time manager, 1 full-time assistant manager,
1 full-time maintenance technician, and 1 on-site resident manager available during evenings and
weekends. This staffing level will ensure the property remains in exceptional condition, residents’ needs
are met, and the property continues to be a good neighbor and important part of the Pleasanton

community.
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Development Option 2: Development on Kottinger Place and Pleasanton Gardens Sties

Prepare a site plan detailing 128 to 150 units spread out over Kottinger Place, Pleasanton
Gardens, 4138 Vineyard Avenue and 4133 Regalia Avenue. The site plan could assume all
new units or new units plus the retention of some of the existing units on the Kottinger Place
site. :

A potential unit mix

Identify an approach for tenant relocation

Visual simulations of the site plan with views from the surrounding neighborhood

A preliminary financial pro forma, including revenue sources, uses, financing assumptions,
project income, including proposed rent formulas, and expenses assuming available financial
resources from both Kottinger Place and Pleasanton Gardens.

If Kottinger Place units are demolished, provide a financial analysis detailing the loss of the
existing Kottinger Place asset

Review applicable HUD requirements including any processes required to complete this
development option.

Provide information regarding ownership options assuming the development would have
single ownership and management

Provide information identifying the anticipated role, if any, for the Pleasanton Gardens
development :

Provide a description of anticipated resident services that could be available with this option

Development Option 3: New Development on Kottinger Place Sites Only

Prepare a site plan for a new development on the Kottinger Place sites including Kottinger
Place, 4138 Vineyard Avenue and 4133 Regalia Avenue. The site plan would assume all new
units and may be modeled on the site plan alternatives included in the December 1, 2009
Kottinger Place Redevelopment Report

A potential unit mix

Identify an approach for tenant relocation

Visual simulations of the site plan with views from the surrounding nei ghborhood

A preliminary financial pro forma, including revenue sources, uses, financing assumptions,
project income, including proposed rent formulas, and expenses assuming available financial
resources from both Kottinger Place and Pleasanton Gardens. -

Provide a financial analysis detailing the loss of the existing Kottinger Place asset

Review applicable HUD requirements including any processes required to complete this
development option.

Provide information regarding ownership options assuming the development would have
single ownership and management

Provide information identifying the anticipated role, if any, for the Pleasanton Gardens
development (This option assumes that Pleasanton Garden’s tenants would be relocated to
the new development.)

Provide a description of anticipated resident services that could be available with this option

As part of the analysis for all three options, provide a matrix detailing significant project
descriptors including number of units, unit mix, development cost, uses and sources of revenue,

efc.

After exploring the above development options, a recommendation will be presented to the City
for a decision regarding selection of a development option, if any, and authorization to proceed
with the work as outlined in Task 2. ,
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TASK 2: Processing a Development Application, Construetion and Property
Management

Subtask 2.1 - Development Entitlement Process

«  Upon selection by the City Council of a development option, process a Planned Unit
Development (PUD) application through the City’s standard development review process.
The City and the developer shall coordinate the development application which at a
minimum shall address the following:

= Accurate visual simulation of project views from the surrounding neighborhood
» Development of a financial plan and securing and coordinating project financing
» Close coordination with residents and the neighborhood will be required

Subtask 2.2 Development Construction Process
Provide a construction/operational/transition plan that addresses the following:

Identification of the anticipated building general contractor

Preparation of a relocation plan, including anticipated expenses *

A complete funding plan, including a project budget, including rent structures
Presentation of any construction phasing

Process all funding documentation

Subtask 2.3 Development Management

o Provide documents related to property ownership, land lease, regulatory agreements,
financing, etc.

» Provide documents related to property management
= Process documentation required by HUD to complete the selected development option
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California Department of Housing & Community Development’s Infill Infrastructure Grant
Program

This program was originally authorized under Proposition 1C and, to date, HCD has allocated all of
the funds. However, there are many projects with old Infill Infrastructure Grant awards that have
been unable to move forward and we believe it is likely that these awards will be recaptured in future
years providing an important contingency financing plan that should be closely monitored. Based on
MidPen’s successful experience with this program at two other infill sites, the Kottinger Place and

Pleasanton Gardens sites are good candidates to compete successfully for these funds, should they
become available. -









